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PREFACE AND ACKNOWLEDGMENTS

One should really never say “the state does this or that.” It is always impor-
tant to recognize who or whose interest it is that sets the machine of the state
in motion and speaks through it.

Joseph Schumpeter (1918)

This book is about consensus and conflict, a central theoretical issue in the social sciences
and a problem of mounting importance in all modern democracies. It deals with what gov-
ernments do to bring together diverse interests and accommodate clashing values—the
Madisonian problem of containing factional war, the Durkheimian problem of overcom-
ing threats to social integration. Plainly the 19 rich democracies discussed here, as they cope
with the problems of aggregating interests and resolving conflict, differ greatly in their labor
relations and in the interplay of politics, markets, and the nonprofit sector. They differ in
the shape of their welfare states, in their patterns of taxing and spending, in the clusters of
public policies they pursue and their effectiveness in implementing policies. Most impor-
tant, they differ greatly in system outputs—what all the taxing and spending, all the policy
choices mean for the well-being of their people.Yet, despite the obvious differences among
rich democracies in social structure, culture, politics, and policy, despite their separate paths
of development in the 20th century, there are several areas of convergence.

My aim is to specify these differences and similarities and explore diverse national re-
sponses to common social and economic problems. I attempt to synthesize three comple-
mentary theories I have found useful in explaining convergence and divergence among the
currently rich democracies. My strategy is to play convergence theory (modernization the-
ory, theories of advanced industrialism)—the idea that as rich democracies became richer
they became more alike in social structure, culture, and politics—against a theory of dem-
ocratic corporatism and a theory of mass society, useful in explaining persistent differences.
Part I, “Paths of Development of �ich Democracies,” covers this ground and adds a cri-
tique of “postindustrialism,” a perspective I find of limited use. Evidence for and against
convergence theory is examined in chapter 1, which emphasizes nine areas: changes in fam-
ily structure and function and associated political demands; the push for equality among
minority groups; the rise of mass higher education; the increasing dominance of the media
of mass communication and entertainment; the roles and influence of experts and intellec-
tuals; the changing organization, schedules, and hours of work; changes in social stratifica-
tion and mobility; the growth of the welfare state; and changes in political systems. These
are what make modern society modern.
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The second theory (chap. 2) specifies types of political economy—democratic corpo-
ratism, corporatism-without-labor, and decentralized and fragmented systems. Here the em-
phasis is on the structure and interaction of government, electoral systems, political parties,
and major interest groups (especially labor, employers, professions, churches, farmers) and
what they do to promote or diminish consensus. I generate these types by combining the
cumulative power of mass-based parties, mainly left and Catholic, historically of great sig-
nificance, with national bargaining arrangements. The scheme is spelled out in figure 2.1,
with a list of policies and real welfare outputs it predicts.

The third theory, “mass society,” is the inverse of theories of democratic corporatism. In-
stead of structures conducive to consensus, this theory accents the breakdown or erosion of
these structures as threats to democracy, or social order, or both. From Tocqueville to Karl
Mannheim (1940), Franz Neumann (1942), Hannah Arendt (1951), and other refugees
from the Nazis, these scholars tackled two problems. The first is the debilitation of culture-
bearing elites (and the core values they sustain)—lawyers who subvert the law, professors and
media managers without standards, politicians with no constraint in their campaigns, busi-
ness executives busy feathering their own nests. The second problem is the atrophy of such 
primary groups as the family and neighborhood, and the erosion of such self-governing 
associations as unions and churches, which result in the rising power of the mass media and
the proliferation of political demagogues and extremist movements. From the 1960s 
to the 1980s theories of the mass society went out of fashion. In the past couple of decades,
however, they have been revived in political science and sociology under different labels—
party decomposition, the erosion of civil society or civic engagement, the proliferation of
protest movements, overloaded government, crises of legitimacy, and of course, discussion of
the impact of the mass media and the cult of celebrity in politics and culture. Chapter 3
covers this ground, assessing evidence on social participation rates and trends and the orga-
nization and effects of the media. Throughout the book, I show that the half-dozen most-
fragmented and decentralized political economies are most vulnerable to mass-society ten-
dencies but that the theory cannot be generalized; it applies least well to other types of
political economy.

Because the welfare state is at the center of conflict about the proper role and size of
government, the five chapters of Part II (“The Welfare State and Social Policy”) explain
the patterns of taxing and spending and social policies comprising the welfare state. It speci-
fies the ways in which the rich democracies converge and analyzes the structural and ideo-
logical sources of differences among them. It shows how industrialization and its demo-
graphic and organizational correlates explain the universal increase and some convergence
in the level of taxing and spending. It also shows that the types of political economy devel-
oped in chapter 2 account for remaining national differences in the current level of spend-
ing, sector-spending emphasis, tax structures, the size and efficiency of bureaucracies that de-
liver cash and services, and specific social policies (e.g., universalistic family policies vs.
means-testing and a consequent welfare mess). Chapter 10 on tax-welfare backlash discusses
the political effects of all these differences.

Part III (“System Performance”) continues to play convergence theory against types of
political economy. It is an analysis of system performance. It shows how variation in types
of taxes, types of spending, and policy packages shape a large number of outcomes: eco-
nomic performance, equality, poverty, job security, safety and risk, real health, the environ-
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ment, the effectiveness and fairness of regulatory regimes, and political legitimacy. Some of
these have conventional measures. I have developed my own where they do not. For in-
stance, political legitimacy is measured by the vitality of political parties (chap. 11) and the
capacity of government to collect taxes to pay for the demands of modern voters without
triggering paralyzing protest (chap. 10). To show national differences in risk and safety I
develop a measure of mayhem (chap. 14).

Chapter 17 addresses the objection that my emphasis on the similarities and differences
among national institutions as sources of system performance is outdated because of “glob-
alization,” that all-purpose cause of all our ills and opportunities. Unpacking the concept,
I discuss the flow of capital and labor across national boundaries, the rise of multinational
corporations, the alleged deregulation of the labor market, and the role of central banks. I
conclude that of these five dimensions of globalization, only the rapidly increasing auton-
omy and power of central banks is a major threat to labor standards, job security, stable eco-
nomic performance, and the welfare state.

Any good theory of social change should address five questions. What is changing? How
much? How fast? In what direction? What are the engines driving change? What is too
often vague or absent in much discussion of change in modern society is answers to the
first question: exactly what technologies, social structures, values and beliefs, and patterns
of political behavior are changing? Just as sociology has neglected a basic task for students
of group life—a taxonomy of types of social groups that is useful for explaining the be-
havior of groups (Wilensky, 1961b)—so political science needs a more effective mapping
of types of interest groups, political parties, nation-states, and bureaucracies that comprise
the polity. In the past 15 or 20 years, as they revive an older tradition in political science,
students of comparative politics have made progress in tackling this challenging task of ex-
plaining what is changing; I hope that this book furthers that progress. Throughout I avoid
vague discussion of “the state” or “society”; instead I examine the components of these
grand abstractions that are relevant for our understanding of similarities or differences
among the rich democracies. The entire book is an attempt to specify the institutions—
executive, legislative, judicial, military—that comprise the state and the groups and rela-
tionships that comprise society. Although I try to answer all five of the social-change ques-
tions, my main effort is to delineate major structures that help enhance our understanding
of social, economic, and political outcomes—system performance. When I hear about the
internal strains within particular countries—“democratic corporatism in Sweden is col-
lapsing,” “American democracy is becoming polarized and paralyzed,” “the Japanese model
is no longer economically viable”—I ask, “system strain, erosion, collapse of what, com-
pared to what, in what specific policy areas?” More often than not this focus leads me to
observe much continuity between generations and to greet the word “new” with skepti-
cism. Most of the structures this book delineates are highly institutionalized, that is, pub-
licly recognized and sanctioned in contracts, law, and custom. They persist over successive
generations, adapting to changing circumstances but retaining their essential character.

In choosing the 19 countries to be studied I decided on the universe of democracies
that have three million or more population (hence some degree of complexity) and are in
the upper sixth of countries ranked by per capita GNP in the mid-1960s (very rich). The
rich, as they say, are very different from the poor; they have more money. Average income
per capita in our rich democracies is about 30 times higher than the average in the poor-
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est countries. The size criterion excludes tiny countries (Iceland, Luxembourg) but includes
New Zealand with more than three million. In 1966, Israel and Ireland were the poorest
of the 19 rich democracies. It is a common mistake in both the press and social-science
research to lump Greece, Portugal, Spain, and Turkey together with these 19 as “OECD
countries” and use averages that obscure the great range of development and behavior
within the category. In 1990, even after much catch-up, all but Spain were much poorer
and had a much larger percentage of the labor force in agriculture than any of the 19 mod-
ern affluent democracies. For studying similarities and differences among similarly rich
democracies, the 19 are the most appropriate universe. And for analysis of system perfor-
mance the universe yields much more valid generalizations than any subset. For instance, if
you conclude that lavish spending on the welfare state is a drag on postwar economic per-
formance on the basis of a comparison of Italy and Denmark with Japan and Switzerland,
you have selected the four deviant cases: for most of the postwar period, Italy and Den-
mark are big spenders with poor performance, the other two are lean spenders with good
performance. The subset thus obscures the central tendency, a positive correlation for all
19 rich democracies before 1974 and a mixed picture thereafter (big spenders after the two
oil shocks retained an edge in growth and did no worse in controlling inflation and un-
employment.) (See chap. 12.) Similarly, if you explore the impact of public-sector educa-
tion and health spending per capita on real health outputs in 1980 by comparing Japan, a
lean spender with excellent health, and West Germany, an above-average spender with poor
health, you would conclude that spending is bad for your health. But these are the two
most clearly deviant cases. Bringing all 19 rich democracies to view, we find that the op-
posite is true (see chap. 16, table 16.4). So the first advantage of the universe is that we
know when we encounter an exceptional case and can explore its peculiarities.

A second great advantage of studying the universe of rich democracies is that we can
uncover similarities among subgroups that are obscured by two-, three-, or four-country
comparisons. In several parts of my analysis, I compare the USA and the UK and note
many structural differences that account for some specific difference in policy or perfor-
mance. Britain, unlike the U.S., has a parliamentary system with party discipline, a more-
centralized government, and more influential cabinet ministers and higher civil servants. In
chapter 16 on the environment these differences make a difference. Similarly, modest struc-
tural differences between Canada and the U.S. help us understand why Canada got national
health insurance while the U.S., despite many tries, has failed (chap. 17). But these differ-
ences turn out to be less than meets the eye. Comparing all 19 countries and considering
a wider range of issues and patterns of behavior, Canada, the USA, and the UK are much
closer to one another than to the corporatist democracies of Europe or to the similar sys-
tems of Japan and France. In their structures, policies, and performance they are members
of a class of the most-fragmented and decentralized political economies.

A third advantage of the 19-country analysis is close to my heart. I have spent half a
century trying to overcome my American parochialism. Early in my teaching and research
and as a guest abroad I became convinced that only through systematic comparison could
I understand the United States. In my courses on modern society, comparative political
economy, and comparative public policy I became a missionary for this idea—preaching to
students of American government and politics that they cannot talk about American ex-
ceptionalism without making the necessary comparisons. The last chapter of this book at-
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tempts to summarize what is truly exceptional about the U.S., what it shares with Britain
and Britain abroad (Canada, Australia, New Zealand), and what it shares with all or almost
all rich democracies. This exercise also provides a guide specifying which successful social
and labor policies are transferable across nations despite differences in social structure, cul-
ture, and politics, and which are not.

When I compare a big country, the United States, with equally rich little countries, such
as the Netherlands or Sweden, and claim that the U.S. can learn something from them, a
few of my colleagues complain that the contrast is unfair or irrelevant, that size of popula-
tion is a major determinant of the structure, culture, and politics and policies of a nation
and therefore hardly anything is transferable from a little to a big country. It is true that the
U.S. is by far the largest of my 19, but several others are hardly small—Japan, France,
Germany, the UK, Italy. More important, I am not impressed with mere numbers of peo-
ple as a social-science variable. When scholars say big, they usually mean something else—
complex (many specialized roles) or oligarchical, or hierarchical, or heterogeneous, or cen-
tralized, or decentralized, or hard to govern, and more. I prefer to speak of the structures
that interest me, and these are only loosely related to population size. For instance, hierar-
chy, oligarchy, and ungovernability are often found in small as well as large systems. Many
small groups are hierarchical (e.g., a family service agency with four levels of authority) or
oligarchic (local unions in the Teamsters or in the building trades have sometimes been
tiny tyrannies), and some American cities with less than a million or two are extremely
hard to govern. There is also a misleading assumption not only that small is beautiful, but
that a decentralized polity like that of the U.S. or Switzerland provides more channels for
social and political participation than a centralized polity like that of the Netherlands or
France. In cross-national perspective, however, chapter 3 shows that on average the more-
centralized political economies have higher rates of social-political participation than the
more-fragmented and decentralized democracies. Advocates of devolution further argue
that local authority is closer to the people, more responsive, more informed, more efficient,
more accountable. In the U.S., a glance at the record of accomplishment of the federal (i.e.,
central) government in coping with major social problems relative to the record of the states
and localities suggests no great advantage for local authority. In fact the three most bun-
gled problems of the U.S.—K– 12 school performance (chap. 12), welfare reform (chap.8),
criminal justice and policing (chaps. 14 and 18)—are largely under the control of states and
local governments. Moreover, a partial list of the most successful large federal government
programs of the recent past includes social security and Medicare, the GI bill, the racial in-
tegration of the armed forces, mortgage subsidies for homeowners, highway development,
student college loans, rural electrification, public housing for the aged, the preservation of
natural resources, cleanup of air and water, the control of local vigilantes.

There is no more complex problem in organizational theory than ideas about decentral-
ization (Wilensky, 1967, pp. 58 – 62). If we go beyond the ideologies of populist right and
left about the joys of decentralization and limited central government, we find that all rich
democracies have large doses of both. They all have central financing of many programs;
they all necessarily rely on regional or communal units for delivery of personal social ser-
vices such as job training, education, and health care. The great variations are in exactly what
is centralized or decentralized in what degree—functions, location, authority, financing,
records, intelligence, loyalty—and with what effect on equity, equality, efficiency, service, cit-
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izen response, and degrees of corruption. Throughout the book I discuss these matters, em-
phasizing the differences between the moderately or highly centralized bargaining arrange-
ments of corporatist democracies and the more-decentralized political economies.

I think of small democracies as laboratories for innovative public policies from which other
democracies can learn, whatever their size. Examples are the family policies of Sweden and
Belgium (chap. 7), the radical neoliberal economic experiment of New Zealand (chap. 11),
the work-oriented rehabilitation programs for the handicapped in Sweden (chap. 15), the
works councils of Norway, the Netherlands, and Belgium (chaps. 2 and 3). It is not at all ob-
vious that the U.S. can learn more about the possible effects of legalizing marijuana by com-
paring its own distant past experience with alcohol prohibition than it could learn by com-
paring the contemporary experience of the Netherlands. In social-political-economic context
the distance between the U.S. of the late 1920s and the U.S. of 2000 may be greater than the
distance that separates contemporary Americans from the Dutch.

If we wish to argue that the only countries that combine the USA’s geographical reach,
large population, and social heterogeneity are India, Indonesia, Brazil, and �ussia, that is
true enough, but the only rich democracy on that list is the USA. If the remaining argu-
ment is that the U.S. is uniquely divided by race, religion, ethnicity, and linguistic cleavages,
that is not true. Social cleavages based on descent are very powerful in Belgium, the
Netherlands, Canada, Switzerland and Israel, and, as chapters 1 and 17 show, most of the
other rich democracies, because of immigration patterns of recent decades, are converging
in minority/majority conflict. Systematic comparison of the most and least socially het-
erogeneous democracies at the same level of affluence can tell us much about the man-
agement of nativist protest and the fate of minority groups.

The cost of studying the universe of rich democracies, of course, is time, money, and a
bundle of headaches to gather comparable data, combine quantitative analysis with inter-
views, case studies, and comparative historical context, and then report the whole in rea-
sonable space. Throughout my career I have avoided methodological ideologies—the mis-
leading dichotomies of “quantitative” vs. “qualitative” and “positivist” vs. “humanist.” They
are an excuse for remaining ignorant of relevant research using methods different from your
own. In this book the reader will find regression analysis and causal models where relevant,
simple cross-tabulations when they tell more, and deviant-case analysis and historical con-
text throughout. (Appendix A on methods explains why I avoided time series and settled
for something less complex.)

This project started 30 years ago. From a base in Sweden, I began the fieldwork in 1970.
Over the next three decades I assembled a database bearing on the three theories above. I
completed interviews with over 400 politicians, government health and welfare officials,
experts in budgeting and taxation, and labor and employer negotiators in 15 of the 19
countries, and met informants from the other four as I participated in international con-
ferences. I used these interviews to make sense of the quantitative results. They were an ir-
replaceable part of my education.1 I remain both amazed and deeply grateful for the hos-
pitality and openness of the busy people who agreed to straighten me out about how things

1. I took extensive notes during and after each interview. When these were transcribed, I coded
each part by the categories of the project to produce a file by subject matter to add to the name
file. I used the same procedure for abstracts of articles, books, conferences, and the like. Thus when
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work in their country—sometimes for many hours and repeated encounters. I hope that
their briefings prevented too many foolish remarks about their countries in these pages.
While I was in the field I also gathered documents covering the period 1950 – 90, with
some historical data going further back and some analysis extending to the late 1990s.
The project was near completion in late 1991 when my home was burned down in the
Berkeley-Oakland firestorm. I lost most of the manuscript, my library, files, notes, and so
on. It took another eight years to reconstruct what was lost and complete this book; not
even that was enough to update all chapters equally well.

The book draws on my 50 years of teaching and research on the shape of modern so-
ciety. It taps what I consider to be two powerful interdisciplinary perspectives in social sci-
ence—political economy (the interplay of politics and markets) and political sociology (the
social bases of politics). I hope that it will be useful to both scholars and practitioners. It
should interest students of comparative political economy, comparative politics, public pol-
icy, political sociology, social problems, American government, political behavior, advanced
industrial societies, industrial relations, and European politics. Just as I believe that affluent
countries can learn from one another, I am convinced that the experience of market-
oriented rich democracies can provide an important guide for less-developed nations. But
unless we grasp the democratic experience in all its diversity, unless we understand the great
variation in types of political economy among countries equally rich, equally democratic,
the models before us will be useless if not destructive to the aspirations of newly democ-
ratizing, recently industrializing countries. When we hear that developing countries mak-
ing the democratic transition must follow the liberal democratic model and quickly priva-
tize, deregulate, open their economies, and accept the bracing experience of free markets
and government austerity (with correlated disruptions of society, community, and political
legitimacy), are we talking about the corporatist democracies of Sweden, Norway, Finland,
Austria, and Germany; the state-led achievements of Japan and France; the decentralized
and fragmented democracies of the Anglo-American countries; or the peculiarities of
Switzerland? Just as the economic models of newly industrialized countries range from the
successes of South Korea, Taiwan, and Spain in combining economic growth with reduc-
tions in poverty and inequality to the unstable growth and failure to reduce inequality in
Mexico and pre-Cardozo Brazil, so, too, have the rich democracies followed quite differ-
ent paths of development, with contrasting results for the standard of living and democratic
participation of their citizens. All of our rich democracies have achieved a level of affluence
and liberty never before seen in human history. But they vary in how they got there. By
specifying the common and disparate features of rich democracies this book can under-
score the likely choices facing the emerging democracies.

A word about the tone of this book. It is not the mission of the social scientist to be as
innocuous as possible. In the period just after World War II there was much uncritical ad-
miration of American society in the pages of both academic and popular social science—
a celebratory literature revived in the late 1990s as Americans boasted about replacing

interpreting and writing I could retrieve what was said about my inquiries by both my informants
and the literature. Quantitative treatment of the interviews made no sense; these were elite inter-
views ranging over many topics. They constitute background briefings from informants, not survey
respondents.
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Japan as “Number One” and advised the world to follow the path of the only great super-
power. Neither is it the mission of the social scientist to trash his or her society. This was
the favorite sport when the academic mood swung toward pessimism in the 1960s and
1970s. It was reflected in a declinist literature, some of it phrased in an apocalyptic tone,
and all of it full of parochial complaints about the sickness and oppression of American so-
ciety. These mood swings are reminiscent of the 19th-century indictment of the industrial
revolution as a catastrophe and its defense as the triumph of capitalism and the machine
(Wilensky and Lebeaux, 1958, pp. 27 – 48). If rejecting both uncritical acclaim and indis-
criminate social criticism makes me a “moderate,” I am a dedicated moderate. This book
attempts to assess performance in a thoroughly comparative way while embracing the use
of such terms as dignity, security, safety, justice, and equality. In other words, it aims to com-
bine scholarly discipline and a concern with the human condition.

I have reluctantly used the phrase “democratic corporatism” to denote the bargaining
arrangements among governments and major economic power blocs in several modern
democracies, including Austria, Finland, Sweden, Norway, and Germany. “Corporatism”
historically has a fascist connotation, which is why Margaret Thatcher used it pejoratively
to complain of the policy preferences of her Labour Party opposition in Britain. The
regimes of Mussolini and Peron acted out an ideology that emphasized the representation
and state control of functional groups (labor, commerce, industry, agriculture, the profes-
sions) as opposed to what they attacked as decadent parliamentary systems based on elec-
tions. Obviously there is a democratic version of corporatist bargaining arrangements that
provides channels for influence of functional groups but does not undermine parliamen-
tary democracy and civil liberties. I would prefer a phrase like “negotiated economy,”
“consensual political economy,” or “organized market economy.” But because “corpo-
ratism” is firmly embedded in the social-science literature I am compelled to use it.

Rich Democracies reports the findings of 30 years of research. The colleagues and students
at Berkeley and abroad who helped me during those years are too numerous to mention.
(Those left out of this preface may forgive me when I cite their work. Further, the long
bibliography doubtless excludes sources that should be there. Aware that nine-tenths of
originality is bad memory, I can honestly say that the oversights are inadvertent.) Some 65
graduate students in political science, sociology, economics, history, library science, and pub-
lic policy worked closely with me on this project; many have written books of their own.
I thank them all. The graduate students in my comparative political economy course pro-
vided continual critical assessment of my views and kept me on my toes. Among the proj-
ect assistants whose dedication, intelligence, and extraordinary detective work in the library
and on computers were indispensable are the following: in the early stages there were Tom
Janoski, �ichard M. Coughlin, Susan �eed Hahn, Jim Jasper, Mina Silberberg, Howard D.
White, Kathleen Gerson, Timothy L. McDaniel, Lowell Turner, Anne T. Lawrence, Jeffrey
Haydu, and economists Harry C. Katz, Theodore M. Crone, and Brian Main. In the later
period of postfire reconstruction, I could not have done without the dedication, high stan-
dards, and analytical skills of Frederic C. Schaffer and Karen Adelberger. Totally commit-
ted to getting the story straight, they saved me from many an error. Equally important was
the assistance of John M. Talbot in all quantitative analysis. Drowning in regression equa-
tions, he periodically surfaced with clarity and economy. Other excellent Berkeley students
who served in the 1990s for shorter periods include Daniel Ziblatt, Susan B. Martin, John
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W. Cioffi, Martin Gillens, Marc Howard, Susan Siena, Linus Masouredis, and Brenda
McLaughlin. Anne Clunan and Diahanna Lynch made order out of chaos in the produc-
tion of the final manuscript. Librarian Terry Dean graciously tracked down many a fugi-
tive source.

Four Berkeley research institutes were sources of aid and comfort: throughout most of
the life of the project, the Institute of Industrial �elations (and especially two of its direc-
tors, Lloyd Ulman and George Strauss); during the initial fieldwork, the Institute of Inter-
national Studies (and its then director, Carl �osberg); in the 1990s, the Institute of Gov-
ernmental Studies (and its longtime director, Nelson Polsby, and more recently Bruce
Cain); and the Center for German and European Studies (and its director, Gerald D. Feld-
man). Successive small grants from the University of California, Berkeley Committee on
�esearch also helped. Among the many Berkeley colleagues who not only sustained my
morale and kept me alert, but also gave me crucial feedback on various sections of the man-
uscript, I am especially indebted to Nelson W. Polsby, �ay Wolfinger, Lloyd Ulman, Neil
Smelser, and Martin Trow. Bent Hansen helped in my comparison of various measures of
economic performance; by redoing some of the analysis his way he assured me that my
minor mistakes made no difference. Jesse Choper provided a critical assessment of my ac-
count of law, lawyers, and economic performance in chapter 12 when we shared the beau-
ties of Bellagio at the �ockefeller Center in October 1992. Other colleagues here and
abroad who kindly offered their comments are acknowledged in the relevant sections of
the book. None of these tough-minded scholars will be quite satisfied with the finished
product. Sins of factual error, taste, or bias are therefore mine.

Generous support at various times in the 1970s and 1980s came from the National Sci-
ence Foundation, the German Marshall Fund, and the Ford Foundation (specific grants and
years are specified in earlier publications). I am still drawing on the intellectual capital built
up during two stimulating years at the Center for Advanced Study in the Behavioral Sci-
ences, 1956 – 57 and 1962 – 63; they were intellectual feasts.

Finally, my gratitude and love goes to Mary Sharman, who tolerated my obsession with
this project. She shared all of its ups and downs with the same strength and rhythmic flow
of her Chopin at the piano.

  .  

Berkeley, California
November 10, 2000
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CONVERGENCE THEORY

As we search for the shape of modern society, it helps to focus on these questions: As rich
countries get richer do they become more alike in social structure, culture, and politics? Do
the changes labeled industrialism overcome the differences among societies labeled authoritar-
ian, totalitarian, and democratic? If there is convergence, what specific attributes of structure,
culture, and politics are becoming more alike? If they are not converging, if rich countries are
following different paths of development, what are the differences and do the differences re-
main stable or become larger? This chapter concentrates on evidence for convergence theory.
Chapters 2, 3, and 4 cover diverse paths of development—theories that explain persistent dif-
ferences among the rich democracies and even occasional divergent tendencies.

Convergence theory is the idea that as rich countries got richer, they developed similar
economic, political, and social structures and to some extent common values and beliefs. The
driving force that moves modern societies toward common structures and cultures is con-
tinuing industrialization. By industrialization I mean the increasing and widespread use of
(1) tools that multiply the effects of their initial applications of energy and (2) inanimate
sources of energy (Cottrell, 1955; Wilensky and Lebeaux, 1958, chaps. 1, 2, 3, 4, and p. 117).1

Think of high-energy technology this way: a hoe increases the effects of the application of
human energy to digging a hole for planting far more than the stick that preceded it; a
horse-drawn plow continues to multiply the effects of the human hand; the tractor contin-
ues the escalation of effects; and an atomic bomb can move a mountain (or destroy a city)
with a push of one finger. This idea can be applied to recent information technology. The
same fingers that operated the keyboard for a statistical report using the IBM mainframe of
the 1950s can with the same energy expenditure now process gargantuan amounts of in-
formation—a continuous process of making smaller microprocessors do ever more work. As
for inanimate sources of energy, perhaps 80 – 90 percent of the total energy consumed at any
one time before the early modern period was derived from plants, animals, and men—an
intractable limit on their productivity (Cipolla and Birdsall, 1980, p. 86).

It is important to confine the concept of industrialization to this technological idea. If
we encompass all the organizational and demographic correlates of industrialization in its
definition, we cannot invoke it as a cause of the structures, cultures, and political patterns
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of interest, which is why so much of the early literature on industrialism, based on broader
definitions, was tautological. For example, scholars have identified “industrialism” or “in-
dustrialization” as including one or more of the following: high degrees of specialization
and the concomitant monetary system of exchange; complex organizations; mechanization;
urbanization; extensive use of capital; frequent technological change; rational capital ac-
counting; the emergence of a working class; a reasonably predictable political order; the
demographic transition; and individualism and the work ethic. There is no way to relate
the underlying increases in high-energy technology and inanimate sources of power to
these variable structures and values if they are all included in the concept (Wilensky and
Lebeaux, 1958, pp. 44 – 48, 341 – 351). Thus I shall use the narrow technological defini-
tion, roughly measured by economic level (GNP or GDP per capita).

The phrase “continuing industrialization” captures two essential facts about these techno-
logical-economic changes: They cover many centuries, and, despite recurrent spurts of growth,
they are continuous. A gong did not ring when the industrial revolution began; it was a long
and gradual process. As economic historians remind us (Ashton, 1954; Cipolla and Birdsall,
1980; �osenberg and Birdzell, 1986), it had been going on long before the 19th century. The
high Middle Ages (c. 1000 – 1350) saw substantial economic growth and much innovation
(the inanimate power of windmills, invention in armaments, marine transportation and navi-
gation, optics, the mechanical clock). During the early modern period (c. 1500 – 1800) impe-
rial expansion and a global trade network, combined with the spread of literacy among crafts-
men and the experimental method among the educated, increased standards of living in the
West. Of course the pace of technological change picked up in the 18th and 19th centuries
in the period we label “the industrial revolution” and accelerated markedly after about 1850
wherever science was put in the service of agriculture and industry.2

Finally, as we examine specific convergent tendencies we will encounter threshold
effects. The process and effects of early industrialization are not the same as the process and
effects of later and continuing industrialization (Wilensky and Lebeaux, 1958, chaps. 3 and
4). How high is the threshold for fully modern? About the level of economic development
where roughly three-quarters of the modern labor force is no longer in agriculture (be-
cause of the extraordinary increases in agricultural productivity) and 40 or 50 percent of
adult women are at work in nondomestic settings. In 1910, the United States still had al-
most a third of its labor force in farming. This is about where France was in 1946, Japan
in the 1950s, and the USS� in the mid-1960s.

What is truly modern about modern (highly developed, “advanced industrial”) society
are nine major structural and demographic shifts rooted in industrialization, especially at a
high level of development. With some variation in timing, the convergent tendencies
among the currently rich democracies include the following:

1. Changes in the kinship system and household composition and associated
political demands (see figure 1.1).

2. The push for equality among minority groups. Increasing openness to 
ethnic-religious-racial claims. Increasing gender equality. Government policy
responses, including some form of “affirmative action.”

3. The rise of mass higher education.
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4. The increasing dominance of the media of mass communication and enter-
tainment in politics and culture.

5. The increasing number of experts and intellectuals, and less uniformly, their
influence.

6. Associated changes in social stratification and mobility. Expansion of upper-
middle-class occupations to about one-fifth of the labor force, the growth
of the upper-working class and lower-middle class and their increasing
similarity in behavior and orientation. The decline of farmers and unskilled
manual workers.

7. The changing organization, schedules, and hours of work.

8. The emergence and growth of the welfare state. Seven or eight similar
program packages (discussed in chap. 5).

9. Changes in political systems. At first glance, this is an area of least conver-
gence; a high level of economic development may not be a decisive deter-
minant of political systems. But the areas of most convergence (1–8 above)
may well foster some convergence in politics.

The rest of this chapter presents a description of each of these trends and a summary of
the evidence bearing on each. I begin with the impact of advanced industrialization on
changes in family structures because those changes have wide-ranging effects on the shape
of modern society.

Family Structure and Political Demands3

The massive structural changes associated with industrialization have brought major changes
in family size, composition, functions, and lifestyles. By separating work from residence and
changing the occupational and educational structure (see later discussion), industrialization
increases mobility opportunity for both men and women, inspires rising aspirations among
parents for themselves and their children, reduces the economic value of children and in-
creases their cost, giving women both motive and opportunity to enter the nonagricultural
labor force, thereby reducing fertility rates. It also reduces the family’s motivation and re-
sources to care for aging parents and to meet the risks of invalidism, sickness, job injuries,
and other shocks. The net effect: a dominant family type in industrial society—independent,
nuclear (the household consists of husband, wife, and nonadult children), and neolocal (post-
marital residence is not with the kin of either spouse), and a long-term weakening of ex-
tended kinship ties. All of these structural and demographic shifts, in turn, make women
more independent and foster more gender equality and higher divorce rates. One form or
another of women’s liberation movements is a natural final outcome. These trends are evi-
dent in industrialized or industrializing countries as diverse in culture and politics as Swe-
den, Italy, Austria, the United States, the former USS�, and, more recently, Japan, Korea,
and Brazil.

This convergence argument—based on theory and evidence from Goode (1963, 1982),
Kingsley Davis (1984), Kirk (1960), Wilensky and Lebeaux (1958), Wilensky (1968,
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1981b), Inkeles (1960, 1980, 1984), and Levy (1972)—is summarized in figure 1.1, where
the arrows indicate the direction of causation.

The most serious critics of this scheme who present some counterevidence include
Laslett (1972), Scott and Tilly (1975), and Goldthorpe (1987). A brief summary of the is-
sues and an assessment of empirical data relevant to the industrialization theme will sug-
gest that we can go quite far with a somewhat modified convergence theory.

Evidence of the relation of economic opportunity to family structure and family
breakup in both the long run and the short is strong. Data on trends in female labor-force
participation, fertility rates, household size, and divorce rates show a tight connection be-
tween economic development and family structure.

Female Labor-Force Participation Increased

The percentage of married women in the nonagricultural labor force has increased in all
industrialized countries. The more highly developed the country, the higher the participa-
tion rate; this is generally true whether the national ideology favors gender equality or not.
A systematic comparison of ideology, economic level, and women’s work in 34 countries
(Wilensky, 1968) confirms the point. This study classifies countries by elite values and offi-

cial rhetoric favoring women’s equality, quartile rank among 64 countries’ per capita in-
come, and two measures of women’s participation rate in 1953 or nearest year. It shows
that women’s nonagricultural participation in the richest countries varied slightly by ide-
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Figure 1.1. Impact of continuing industrialization on family structure*
*Specific links between variables are spelled out in text. Arrows indicate hypotheses about the direction and
amount of influence. Thin lines = least influence.
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ology, but the most-industrialized countries had the highest rates: for example, around 1953
egalitarian and rich Norway and Sweden as well as inegalitarian and rich Switzerland, the
United Kingdom, and the United States all ranked high while egalitarian but nonrich Yu-
goslavia and India as well as inegalitarian but nonrich Japan, Brazil, Turkey, and Greece all
ranked low. (Wilensky, 1968. Cf. Davis, 1984.)4

The partial exceptions to this rule were three Latin American countries (El Salvador,
Ecuador, Chile) that had a heavy concentration of metropolitan women in domestic ser-
vice; economic growth in such countries brings a shift out of such jobs. Eliminating this
category—a product of “overurbanization”—these countries fall into place. Communist
countries, especially Poland and the former USS�, also had rates of women working higher
than their level of economic development in 1953 would suggest. On balance, Soviet cul-
ture (aggressive collectivism, including ideological indoctrination emphasizing gender
equality and the strategic role of women in Communist economic life) and social organi-
zation (subsidies to encourage women to get out of the home into schools, factories, and
street sweeping; severe overcrowding and a colossal housing shortage which offer added in-
centive for women to escape; a war-induced surplus of females; and a rapid rate of eco-
nomic growth with concomitant shortages of workers)—gave the Soviet Union only about
a 7 to 10 percent point edge over the United States in female labor-force participation and
a preponderance of women in a few exceptional occupations (e.g., physician) still con-
trolled by men. In general, however, a country’s level of economic development is a cru-
cial determinant of the place of women in the occupational structure; official ideology is a
minor influence, unless, as we shall see in chapter 7, it is anchored in political parties with
durable power and national structures of bargaining favorable to working women.

The greatest increases in women at work have been recent, that is, the last 100 years,
and are concentrated among married women and especially wives with children. In this,
the United States is about average among rich countries—a typical case. For instance, from
a low level of 2 to 5 percent of married women working in 1890 (the first date for good
data) “wives under age 60 have steadily increased their participation in the labor force, re-
gardless of age, race, or parenthood” (Davis, 1984, p. 400). While the increase is steady, there
is some indication of a recent slowdown in the rate of increase from an average annual in-
crease of 2.8% for 1890 – 1950 and 2.7 percent for 1950 – 70 to 1.9% between 1970 and
1982, a time when economic growth also decelerated. The most recent, rapid, and signifi-

cant increase in participation is among wives under 35 for whom the conflict between
work and family is likely to be most intense. In the United States in 1960 16.6% of mar-
ried women with children under six worked; by 1982 the fraction had increased to 48.7%.
(Davis, 1984, p. 400).5

Fertility Rates and Household Size Declined and Divorce Rates Increased

These three aspects of the demographic revolution may or may not be products of indus-
trialization, depending upon our concept and dating of “industrialization,” how much at-
tention we give to threshold effects and exceptional cases, and our concepts of “extended
family” or “nuclear family” in the early modern period from the 16th to the 18th centuries.

In the long run of centuries and with few exceptions, economic growth and other mea-
sures of expanding opportunity increase marriage rates and divorce rates and decrease
birthrates. In the short run, however, all three rates respond to the business cycle; they go
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up and down together, fluctuating around the long-term and recently accelerating trends
toward the small nuclear family and single-parent households.

Long-run fertility declines linked to the increased practice of contraception and abor-
tion began in France and the United States in the early 19th century, before the rapid ac-
celeration of industrialization; almost everywhere in Europe, including Britain, the sharp
declines began between 1880 and 1920 (Inkeles, 1984; Davis, 1984; Coale and Watkins,
1986; Goldthorpe, 1987, p. 38; Lesthaeghe and Wilson, 1986, p. 289).

Household size tracks birthrates; it is somewhat independent of fertility because it varies
with the number of related adults living together, doubling up of families, and boarders and
live-in servants. Americans moved slowly toward smaller units from 1790, when the aver-
age household had 5.79 persons, much faster after 1850, and still faster after 1890—again
meshing with accelerating industrialization. By 1980 average household size had fallen to
2.86 persons (Inkeles, 1984, p. 14)—less than half of its early size.

Although the United States and the United Kingdom have recently led the pack in high
and steadily rising divorce rates, the upward trend is evident in all industrialized countries,
especially since 1900 (Davis, 1984, pp. 409 – 411; Inkeles, 1984, pp. 15 – 17; Goldthorpe,
1987, pp. 41 – 43, 216). For example, in the United States from 1870 to 1980 the divorce
rate multiplied by 13, going from 1.6 to 21.9 divorces per 1,000 married women (Inkeles,
1984, p. 15). These trends are similar for all Western nations permitting divorce (Ogburn
and Nimkoff, 1955, p. 219; United Nations Demographic Yearbook, various years). Nine-
teen seventy marks the beginning of purely no-fault divorce systems, a catch-up to reality
in the legal codes of some rich democracies (Glendon, 1989, chap. 4).6

These correlations between the trend in expanding economic opportunity and the trend
in fertility, household size, and divorce would be inconclusive if it were not for a few careful
studies that link year-by-year changes in economic conditions and changes in family structure.
Even in the short run these rates respond to the business cycle. For instance, Inkeles analyzes
data from 1920 to 1980 relating changes in 11 measures of economic conditions to changes
in marriage, birthrates, and divorce rates in the United States; these capture both the causal
connection between economic opportunity and family structure as well as the short-term fluc-
tuations obscured by the correlation of long-term trends. All three rates are positively related
to indicators of economic improvement such as personal consumption and “negatively with
indicators of bad times such as a rapid rise in business failures” (Inkeles, 1984, p. 29). The cu-
mulative effect of the 11 economic change measures on family change was very powerful
(p. 31)—consistent with the analysis by Kirk (1960) of the impact of changes in 3 measures of
economic conditions on marriage and birthrates for the shorter period 1920 – 1957.

In a word, common sense holds true: When economic conditions are booming people
go ahead with a previously planned marriage, a child, or see a lawyer about divorce; dur-
ing a bust, they postpone marriage or having a child and stay away from the lawyer’s office
(Inkeles, 1984, p. 24). And, as we have seen, over the generations they respond to long-
term increases in standards of living, especially at high levels of individual and collective as-
pirations and at high levels of individual or national affluence, by reducing both desired and
actual family size.

Critics of convergence theory have made much of the cases of France and the United
States (fertility declined too early to be attributed to the effects of urbanization and in-
dustrialization) and Britain (the “industrial revolution” was virtually complete before the
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big drop in fertility rates occurred). (Laslett, 1972, pp. 126, 139, 141 – 142; Goldthorpe,
1987, pp. 6 – 7.) They have also produced historical evidence that Western families have
always been small—few children and few coresident kin. Laslett, analyzing English house-
holds between 1574 and 1821, emphasizes that the size of the average household re-
mained fairly steady at 4.75 and did not decrease until very late in the industrialization
process, perhaps until the end of the 19th century (Laslett, 1972, p. 126). The reduction
in household size in Britain from large- to medium-sized families at the end of the 19th
century was mainly due to a reduction in live-in servants (Goldthorpe, 1987, p. 34).
Finally, critics sound a note of caution about the idea that increased labor-force partici-
pation by women produces a decline in fertility: again, the drop in fertility began in
France when it was still agrarian and in the United States when nonagricultural labor-
force participation was low among women. �egarding divorce, Inkeles notes that limited
data on petitions for divorce submitted to the Massachusetts General Court from 1692
to 1786 suggest that these colonial citizens, at least after 1730, “did not wait for the stim-
ulus of industrialization and urbanism to double the rate at which they sought divorce”
(1984, p. 16).

To me the allegedly premature drop in fertility and small increases in a very low rate of
family breakup, as well as precursor populations behaving in “modern” ways before full-
scale modernization, do not contradict the convergence argument in my figure 1.1. In-
dustrialization in the sense of the increasing use of high-energy technology and inanimate
sources of energy was going on long before the 19th century.

What all this suggests is that we should not be surprised by the emergence, especially in
urban areas, of precursor populations and patterns of behavior in the 17th, 18th, and early
19th centuries. Thus, the modest declines in fertility in France and the United States in
the 18th and 19th centuries and the increases in divorce petitions in Massachusetts after
1730 may, indeed, be linked to expanding economic opportunity and rising aspirations.

Nor should we be surprised at lagging responses of national averages to long-term
structural trends that vary by strata, region, and community. The most important excep-
tion to the convergence theme, medium-high fertility rates in Britain during the 19th
century, could be a product of the stagnation or even deterioration of British living stan-
dards over several decades after 1810 among masses of unskilled workers—seasonally em-
ployed agricultural workers, hand-loom weavers, and similar groups. (Ashton, 1954,
pp. 158 – 159, 133 – 136, dates this 1810 – 20, but Kuznets, 1955, p. 27, ventures the guess
that income inequality widened in England during the entire first half of the 19th cen-
tury.) Mass aspirations for mobility, security, and equality very likely remained realistically
low for much of this period; if so, the “premodern” behavior of the British is not an
anomaly. The need to relate particular economic circumstances to the behavior at issue
is also illustrated by work on the decline of fertility in several hundred provinces of Eu-
rope (Coale and Watkins, 1986). Among the findings: vanguard groups such as Jews,
“aristocracies” (high officers, ruling families, prominent members of the bourgeoisie), and
some urban populations began the process of controlling fertility decades, even a cen-
tury, before the widespread decline of fertility in Europe. Significantly, these social groups,
although they differed in religion and culture, shared an above-average economic level
and a strong urban connection or residence; the Jews and the aristocrats also shared lower
mortality rates than the general population (less need to have large broods of children so
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that a few might survive)—a preview of later developments (Livi-Bacci, 1986,
pp. 199 – 200).7

Whatever the regional, ethnic, and class differences, the evidence on nation-states sug-
gests some powerful threshold effects. For instance, birthrates in the United States during
1800 – 40 declined at about one-half of 1% per year. But in the next period of rapid in-
dustrialization, 1840 – 90, the annual rate of decline increased to 0.96% and accelerated
further to 1.14%, 1890 – 1940. After the brief baby boom of 1945 – 60 birthrates resumed
their downward plunge at an even faster pace, declining 2.9% a year to 1970 and a bit
less—2.6% a year—from 1970 to 1980, a decade of slower economic growth (Inkeles,
1984, p. 14).

Similarly, the interaction among women’s nonagricultural labor-force participation rates,
lower fertility rates, high divorce rates, and the political pressure for gender equality does
not emerge full-scale until a high level of industrialization is achieved. We must remem-
ber that at early stages of industrialization most married women were still on farms or in
unpaid family labor. Even as late as 1910 almost a third of the American labor force was
in farming; numerous mom-and-pop stores using family labor formed an urban counter-
part (Wilensky and Lebeaux, 1958, p. 92). Similarly, large proportions of the labor force
were in agriculture or unpaid family labor at the same stage of industrialization in Britain
in the mid–19th century and in Japan in the 1950s.8

Where agricultural labor is domestic there is no conflict between female labor and do-
mesticity; the female farmer, the wife, and the mother are one and the economic value of
children is high. When a working woman must move into contact with nonkin, when she
can no longer walk out the back door and hoe the corn alongside her children, the mod-
ern tension between work and family emerges, with the consequences I have traced. In
some places, notably Britain, early industrialization did not sharply separate work from fam-
ily even in urban-industrial areas. As Smelser (1959) shows, in English cotton textile fac-
tories of the late 18th and early 19th centuries, whole families were employed together;
parents trained and supervised their own children on factory premises—again a force for
delay in the emergence of a modern family form. In these circumstances—families work-
ing together on farms and in factories—fertility remained stable or increased slightly.

Strong threshold effects with understandable delays are also apparent in the timing of
female labor-force participation, divorce, and modern feminist movements. Like declines in
fertility, married women’s entry to the urban labor force and subsequent acceleration in di-
vorce rates occurred only with gradual changes in educational and occupational opportu-
nity, the rise in real wages, and the concomitant diffusion of mobility aspirations among
married couples (see below). The “breadwinner pattern” with the father the “breadwin-
ner” and the wife the “homemaker” was a product of early industrialization (Davis, 1984);
it had to break up before these trends could accelerate. The likely sequence was rising ed-
ucational and occupational opportunity and income, then the beginning of limitations on
family size, then urban labor-force participation by women, then plunging birthrates, then
the acceleration of divorce, and finally the widespread demand for autonomy and equality.9

In any case, in modern societies the breadwinner pattern (husband at work, wife at
home) has all but disappeared. For instance, by 1992, it had declined to just 20% of white
households in the United States and only 13% of black households—a decline of about
60% since 1963 in both populations.
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The very last structural change is as yet embryonic. There is a slow shift away from pat-
terns rooted in the family system of early industrialization—a division of household labor
that minimizes men’s duties and a “virilocal” family in which the couple locates where the
husband’s work demands. Studies of the division of household labor from the 1950s on sug-
gest only slow change in releasing women from housewifery; although men are beginning
to share these tasks a bit more, in the typical situation married women now simply add paid
work to a 30- to 40-hour week in child care and housework (e.g., Wilensky, 1968,
pp. 242 – 244 on time budgets in France and the United States; Szalai, 1972, pp. 584, 588,
599, 643 on the consistently meager help men give their working wives in household
chores in 12 countries, communist and capitalist alike; the U.S. Time Use Survey for
1965 – 66 by �obinson and Converse analyzed by Vanek, 1973; and Pleck, 1985, pp. 30 – 31,
38, 41, 47 summarizing U.S. data from upstate New York in 1967 – 68, and from national
samples taken in 1971, 1975 – 76, and 1977). There are only small national variations and
hints of equally modest variations by educational level and number of children (the big
jump in household labor among working women is from no children to one or more).

It is true that more-educated men of the baby-boom generation now share household
tasks more than their less-educated counterparts of older generations; the big differences, how-
ever, are between couples where both have postgraduate degrees and those couples where
both parents had eighth-grade education (Goldscheider and Waite, 1991, pp. 128 – 129). The
trend toward household-labor sharing is up but it takes a long, expensive education to bring
men around, and the vast majority of families—single parents, the unmarried, those without
professional degrees—remain little affected, inching forward into the new world of gender
equality.

These findings suggest that the transition to newer patterns of equality will often be
painful; it may involve much bargaining over the division of household tasks and child care.
We can expect much turmoil and tension among partners who are differentially “liber-
ated” or come from different political generations. Among partners who are equally com-
mitted to careers—a small but growing avant-garde—we can anticipate sometimes unbear-
able conflict over whose work should determine the place of residence. (I would guess that
as yet the proportion of couples who relocate where the wife’s work demands is no more
than 5% but rising.) Here is another reason to suppose that divorce rates will continue their
climb in the decade ahead.

Although contemporary feminist movements are accelerating the shift toward equality
in family life, it is apparent that the major liberating forces I have listed preceded such
movements. Survey data in the United States, where “women’s lib” has been most vocal
and visible, confirm the point: the best predictors of the shift toward more egalitarian role
definitions from 1964 to 1974, among high- and low-status women alike, were not their
exposure to the women’s movement but instead their level of education and whether they
worked (Mason, Czajka, and Arber, 1976; for a subtle analysis of how these changes in so-
cial structure shape sex-role definitions and strategies of adjustment among women vari-
ously situated see Gerson, 1985).

That fertility rates and household size decline while divorce rates rise and that the very
uneven hunger for gender equality is a new source of tension do not mean that the nu-
clear family is disintegrating. Marriage and remarriage remain popular. While there are
some national variations, in countries both modern and premodern, East and West, some-
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where between 85% and 99% of women are married at least once by the age of 50, and if
we had data on stable partnerships not sanctioned by law it would be higher. (Inkeles calls
being “ever married” a “pan-human need,” 1980, p. 43.) We will not know whether very
recent decreases in the remarriage rate will last, until the baby-boom cohort, where it is
concentrated, moves through the life course, but so far there appear merely to be tempo-
rary delays in both marriage and remarriage.Young, urban, educated populations are re-
jecting their specific partners, not the institutions of partnership. Nor has having children
gone out of fashion. Again we cannot yet know what today’s childless young women will
have done by the time they are in their mid-forties, but the expectation of childlessness in
American survey interviews is uniformly low among all educational and income categories
(Bane, 1976, p. 9). In fact there was a rise in the percentage of childless wives between 30
and 34 who said that they expected to have a child sometime—up from 34% in 1975 
to 54% in 1988 (U.S. Bureau of the Census, Current Population �eports, Series P-20,
No. 436, Fertility of American Women: June 1988, p. 12).

�egarding childlessness in Europe and America: While the desire for one or two chil-
dren remains almost universal, the performance may fall short. Although the expectation
of childlessness was uniformly low and stable at every educational and age level and showed
little change in the 20th century (Hobcraft and Kiernan, 1995, pp. 26 – 27; Bane, 1976,
p. 9), and although the performance was less than 1 in 10 (including childlessness caused
by infertility), the rate may now be rising. Demographers estimate that 15 to 20 percent of
women today will reach the end of their childbearing years never having given birth, not
because they do not want children but mainly because they delay the attempt too long
(�yder, 1990; Bianchi, 1990; Hobcraft and Kiernan, 1995). Consider the national cohort of
American women born 1944 to 1957 who had four years of college or more when sur-
veyed in 1990: they are the vanguard group who are said to follow a strategy of “career
then family” as shown by delays in marriage and childbearing; 29% had not had their first
birth by 1991 when the group was 37 to 47 years old. (Goldin, 1995, pp. 3 – 4, 25 – 26.)
By the time they are all past 44 years old and are surveyed again, we will know the per-
formance of the whole cohort; it is likely that the childlessness rate among the “ever-
married” would drop to 20% or less, even for this highly educated group (ibid., p. 26). Be-
cause the childlessness rate among women who do not earn college degrees is much lower,
the likely rate for the population as a whole is no more than 15 to 20 percent. And be-
cause many young college women of the 1990s, having achieved more gender equality in
education and work than the previous cohort, are refusing to postpone marriage and fam-
ily (they want it all), their childlessness rate may not exceed 15%. In other words, current
evidence, both for the United States and Europe, suggests that 8 or 9 in 10 of those women
in modern societies who can have children will give birth. (Chap. 7 analyzes national con-
trasts in both gender equality and family policies that ease the balance between parenting
and work.)

Even in Sweden, which leads the world in these convergent trends—low marriage rate,
a high cohabitation rate, a high rate of family breakup, small household size, high female
labor-force participation, and gender equality—almost all Swedes, including young Swedes,
still want to live as a couple sometime in their lives; they embrace the ideal of permanent
monogamous relationships (Popenoe, 1987, p. 181). And there is no evidence that the de-
sire for children is declining. As in the United States, Swedish fertility rates rose a bit in
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the late 1980s, putting them ahead of Germany and Denmark, and Swedish women of all
ages overwhelmingly favor the two-child ideal (ibid.).10 Even in this extreme case of mod-
ernization, the family, in modified form, is central. In short, the nuclear family, whatever its
new instabilities, remains a central source of personal identity, loyalty, companionship, af-
fection, and solidarity; in Mary Jo Bane’s phrase, it is “Here to Stay” (1976).

What about the argument that an accent on the small neolocal nuclear family is not a
modern development and that the shearing away of the extended family never happened
because they were never part of the household? Both sides in this argument tend to exag-
gerate. If we ask, What was household size in the early modern period?, and answer,
Households were not big and they included few coresident kin, that is accurate enough,
but it misses crucial differences between modern and premodern families. From the 16th
to the 18th centuries in Europe and North America, if there were two- rather than three-
generation households, it was because of low longevity rooted in famine, malnutrition, and
pestilence. Life was “nasty, brutish, and short.” Many, perhaps most, grandparents and other
relatives could not “live in” because they were dead. Others, the minority who reached old
age, often formed three-generation households. If the aged parents survived the adult chil-
dren, or if the latter moved far away, the aged would often make a contract with a younger
friend or couple and their children to share a household under specified conditions of mu-
tual care. While the nuclear family may have been the prevalent form in Western Europe
(Scott and Tilly, 1975, pp. 36 – 64; Goldthorpe, 1987, pp. 9 – 35), compared with its mod-
ern counterpart it much more readily expanded to include other kin. In Natalie Davis’s
phrase, the early modern family “breathed” in a way the contemporary family does not
(Davis, 1968, p. 88).11

In fact, there is no doubt that the percentage of old people who share bed and board
with their adult children has declined. At every age level and marital status adults prefer an
independent household, a trend apparent both in the United States at least since 1940
(Bane, 1976) and in other industrial societies at the same level of development; this is a
force in the political demand for both the welfare state in general and a family policy in
particular.

Japan provides a wonderful test of the proposition that the structural correlates of in-
dustrialization overcome cultural values and beliefs sustaining traditional family forms.12 In
religion and in politics, evidence of strong familial values abounds: ancestor worship and
the Confucian Book on Filial Piety, to which all prewar Japanese children were exposed;
surveys showing that in 1975 almost half of the people aged 30 – 54 believed that it is bet-
ter to live with aging parents than live apart even when parents are healthy; the repeated
concern expressed by politicians and bureaucrats that the welfare state might subvert Japan’s
family system (in 1980 Prime Minister Ohira advocated revitalizing the family as a means
of reducing social expenditures). These affirmations of familial values are reflected in ac-
tual living arrangements of Japanese families. Although sources differ on this point, the best
data suggest that in 1974 about three-quarters of Japanese older citizens (60 – 74) who had
adult children were living with them, compared with no more than one-fourth in any rich
country of Western Europe and North America (Lewis 1980; cf. Prime Minister’s Office
1985, p. 44).

What is significant is that throughout the postwar period of rapid industrialization in
Japan there has been a steady convergence in Japan toward the family patterns of other
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modern societies. The hold of the extended family in Japan is gradually eroding; house-
hold size is also decreasing. More and more old people prefer to live on their own if they
have enough income. In such urban areas as Tokyo, the percentage of three-generation
households is now approaching that of Europe and North America. Japan—like Korea,
Hong Kong, Singapore, and Taiwan, all leaders in rapid economic growth—has also
achieved swift and sustained drops in fertility rates in the postwar period. Indeed, Japan’s
drop in birthrates began in the 1920s. In Japan, as in the other Asian tigers, rates of non-
agricultural female labor-force participation have climbed fast. Finally, in the first success-
ful challenge to Liberal Democratic Party domination in the postwar period the woman
leader of the opposition Socialists in Japan, Takako Doi, articulated the vanguard views of
urban women on gender equality. Although kinship ties remain stronger in Japan than in
most other rich countries, the convergent trends are striking.

Perhaps the most extreme test case for convergence theory is the traditional early mar-
riage and female seclusion pattern among Muslim populations of the Middle East (e.g.,
Egypt, Iran, Pakistan), which in the 1950s had the lowest female labor-force participation
rates among metropolitan areas of 38 countries studied (Collver and Langois, 1962). Even
in these socially conservative countries, wherever they have imported modern technology
and used their new oil wealth to modernize rapidly, deeply entrenched family structures
begin slowly to erode. As Kingsley Davis indicates, the newly rich Arab oil states’ first re-
sponse to their dizzying pace of economic modernization is to bring in foreign workers
while keeping married women home; but the political threat of so many foreigners has
begun to overcome their attachment to female seclusion, and the women themselves are
stirring. Muslim countries such as Jordan, Kuwait, Egypt, and Bahrain are beginning to em-
ploy their own women in urban areas. (Davis, 1984, p. 404.) In another sign of change, in
1999 Kuwait’s Cabinet gave women the right to vote and run for Parliament. One or two
generations from now we will know whether the demographic and structural changes other
rich countries have experienced will shape family life and the place of women even in the
modernizing sectors of the Middle East, assuming reversals in oil prices do not put their
economies permanently in reverse and the armed truce of the 1990s does not give way to
still larger wars.

In sum, until the household is no longer the prevalent center of production, until edu-
cational and occupational opportunities for married women expand and mass aspirations
rise, we would not expect big declines in fertility and household size, accelerating increases
in women working in nonagricultural, nondomestic jobs, big increases in divorce rates, and
shifts toward gender equality. As I suggested at the outset, perhaps three-quarters of the
labor force has to be off the farms, especially family farms, and one-third to one-half of
adult women have to be at work in nondomestic settings before the full effects of contin-
uing industrialization take hold.

The Push for Equality among Minorities

A minority group may be defined as any collectivity that on the basis of shared social char-
acteristics is discriminated against by a dominant group, comes to see itself as an object of
discrimination, and organizes around this perception. This includes groups based on de-
scent (racial, ethnic, religious, linguistic), age, gender, sexual preference, or physical disabil-
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ity. There is no doubt that minority groups so defined have moved from the periphery of
modern societies toward the center, that discrimination against them in the long run has
declined, that despite recurrent ethnic resurgence and sometimes militant political expres-
sion, the tendency in rich democracies is toward assimilation, and that the remaining 
minority-group grievances fuel divisive politics, especially among groups based on de-
scent.13 Finally, if one could argue that some rich democracies 40 or 50 years ago were rel-
atively homogenous, with only tiny numbers identified as minorities, this is no longer so.
With the revival of massive migrations of economic and political refugees from poor coun-
tries to rich after World War II, there has been a convergence in social heterogeneity by
race, ethnicity, religion, and language, accelerating in recent years. (Chap. 17 traces the size
and kinds of migration, and the political effects; chaps. 10 and 11 analyze the connections
between minority-group protest movements and parties and tax-welfare backlash.)

The argument that modern society tends toward the structural and cultural integration
of minority groups is both old and familiar and, for the long run, accurate (for detailed dis-
cussion see Linton, 1936; Schumpeter, 1942; Parsons, 1949, pp. 189ff.; Moore, 1951; Levy,
1949, 1952; Wilensky and Lawrence, 1979). For all minority groups, integration goes for-
ward, with varying speed and amount and with some national variations and occasional re-
versals. It proceeds in the economy (occupational integration, income equality), polity (po-
litical organization and the franchise), kinship (intermarriage rates), and to a lesser extent
the culture (values and beliefs, media habits, lifestyles). The reasons for economic integra-
tion apply to all dimensions of integration. A brief reminder will help.

1. In modern society, unlike premodern society, work changes with changing tech-
nical and social organization and the pace of change accelerates; the division of labor is
complex; and work is assigned more often on the basis of ability. Large portions of the
population cannot “inherit” occupations because the occupations change too rapidly.
Further, there are not enough age and sex differences to represent the vast number of
specialized roles that need to be filled. Some of these roles are so complex that they
cannot be left to the accidents of inheritance; modern society cannot afford too many
idiots in high places. In fact, industrialization, by creating complex and important occu-
pational roles, accents the importance of even small differences in ability. Compare, for
example, the different amounts that can be accomplished by two machine-shovel opera-
tors of different degrees of skill and reliability, or by a good programmer and a
mediocre one. In short, the number, complexity, importance, and frequency of change
of occupational roles in industrial society have meant a shift in the basis of role assign-
ment. “Who you are” becomes less important than “what you can do or learn to do.”

2. That work roles in modern society tend to be achieved, assigned to some ex-
tent on the basis of ability, intensifies competition for these roles. If few are excluded
from consideration, then the number of potential competitors is vastly increased. This
is why there is less chance for the development of a hereditary elite. This is, moreover,
why modern industry is everywhere such a sifter, sorter, and above all a mixer of di-
verse racial, ethnic, and religious groups (chap. 3 and Hughes, 1943). It is a major rea-
son, too, for the increased proportion of women who work outside the home, as we
have already seen. Everywhere industrialization, by challenging the traditional criteria
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of work assignment, by accenting ability instead of sex, invites women to participate as
occupational equals.

3. If industrialization means increased competition for work roles and increased
mobility opportunity, it also fosters a mobility ideology appropriate to the changing
structure. Industrialization has everywhere been accompanied by agitation for equality of
economic opportunity—movements for improving the life chances of women, minority
groups, and lower classes. Thus, a system accent on achievement or “economic individu-
alism” marks modern societies, whatever their political and cultural differences, and de-
spite counteracting ideologies of “economic collectivism” (see chap. 4).

None of the scholars who make these arguments ignore discrimination or segregation; they
merely assert that with continuing industrialization at a high level of development and in
the long run, placement criteria relevant to role performance become more prominent;
“ascriptive” criteria, less important.14 By the long run I mean three or four generations. A
sense of the integration of minorities into the mainstream of modern societies comes from
trend data on each group or stratum. Because the United States is perhaps the most multi-
ethnic of the rich democracies, I shall concentrate on the integration of ethnic, religious,
and racial groups, women, and age groups in the United States, offering no more than a
few illustrative studies from a vast literature. Cross-national variations are described and ex-
plained in several subsequent chapters, especially 10 (Backlash), 17 (Globalization), 5 (The
Welfare State), 7 (Family Policy), and 14 (Mayhem), where the fate of minority groups is
directly relevant.

From a review of evidence for the United States for the last half century or so and of
more scarce cross-national data, I reach two conclusions. First, among our rich democra-
cies, tendencies toward the Balkanization of society are offset by more powerful tendencies
toward the integration of minority groups. Integration in the polity and economy increases
intermarriage rates, a major source of assimilation. Second, in the United States, the extent
and rapidity of occupational integration—which together with the franchise furthers other
forms of integration—has been greatest for white ethnics and broad religious groups, more
recently for women and Asian immigrants, much less for Mexicans, and least for blacks.
The relative position of young people from lower-class backgrounds has improved only
slightly, if at all, while job discrimination against the aged has actually increased, whatever
their benefits from the welfare state.

Ethnicity and Religion

Structural assimilation has proceeded more rapidly for some white ethnic groups than for
others, but by the second generation most white ethnics have achieved an occupational
profile which closely matches that of the native white population. For instance, using a 1962
national survey, Duncan and Duncan (1968) found strong evidence of occupational inte-
gration, melting-pot style, among ethnic minorities. National origin had much greater in-
fluence on the occupational fate of fathers than of sons. When matched for education and
social origin, respondents of different nationalities differed little in their occupational
achievement, with the exception of the “overachievement” of �ussians (mainly Jews) and
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WASPs, and the “underachievement” of persons of Hispanic, Italian, Canadian, and Polish
descent. Greeley’s (1974) analysis of survey data for the 1960s demonstrates a continuation
of the pattern documented by earlier researchers (e.g., Hutchinson, 1956), with Irish and
German Catholics registering the largest gains. Thus, although the rate of absorption has
varied, and is not simply a function of the time of arrival as ideas of ethnic succession sug-
gest (cf. Wilensky and Ladinsky, 1967, p. 560), the occupational integration of most of
America’s ethnic-religious groups has been fairly complete. The election of President
Kennedy in 1960 symbolized the integration of Catholics into American society.

What about the fate of more recent immigrants in the United States? A series of stud-
ies by the National �esearch Council suggests that even in the past 40 years of accelerated
immigration, there is more assimilation than Balkanization. This is evident in the decline of
residential, occupational, and educational segregation; the increase in intermarriage rates; and
the consequent changed meaning of ethnicity (Smith and Edmonston, 1997, pp. 366 – 369,
209 – 219, 182 – 190, 369 – 372). These trends interact to make minority-group integration
the main story of post–World War II America, even for racial minorities.

Leaving Mexican immigrants aside, children (0 – 17) of the foreign born in 1990—the
second generation—are better off than their native-born counterparts. They score lower in
the percentage on public assistance or having a single parent and higher in the percentage
who live in a household where the head is a college graduate or is employed in an upper-
white-collar occupation. The new immigrants, in fact, are more heterogeneous in socio-
economic status upon arrival than were the immigrants of 1890 – 1920, who were more
uniformly concentrated at the bottom. For instance, in 1990, a college degree was com-
mon among all immigrants (first generation) as among natives—one in five. The rate was
65% among Indian immigrants. First-generation Asian-American men (excluding refugees
from Laos, Cambodia, and Vietnam) similarly match or exceed native-born white men in
education and occupation. (Smith and Edmonston, 1997, pp. 185 – 187; Perlmann and
Waldinger, 1997, pp. 899 – 901.)

The Mexican exception is big. About one in three of all immigrant children has at least
one Mexican parent (Perlmann and Waldinger, 1997, p. 900). Their parents have the least
skill and education and earn the lowest wages. They thus bring the averages for “immi-
grants” down in every dimension of welfare. This explains why the education and wage
gap between foreign-born and native workers has recently widened. Even though recent
arrivals are better educated than turn-of-the-century immigrants, the education and skills
of the native born have improved even more than the average for all immigrants. And the
poverty of the numerous Mexican immigrants is a handicap for the speedy integration of
their children and even for their grandchildren (Perlmann and Waldinger, 1997, p. 901).
However, because the Latino population is very young we cannot yet know the final fate
of the second and third generations. Meanwhile we can conclude that, for whatever rea-
sons, the gap in education, skills, and earnings over time closes significantly for immigrants
from Asia and Europe, modestly for others, but so far not at all for those from Mexico
(Smith and Edmonston, 1997, pp. 7 – 8, 177 – 181).

Since 1960 intermarriage rates have been climbing for both ethnic-religious and “racial”
groups (Lieberson and Waters, 1988; Tucker and Mitchell-Kernan, 1990). If we want to
use the label “assimilation,” marriages across minority/majority group lines and between
minority groups are its best indicators. By the third generation the levels of intermarriage
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among minorities of European origin became very high (Perlmann and Waldinger, 1997,
p. 899). What about “race”? While over 93% of whites and of blacks still marry within
their own categories, only 70% of Asians and of Hispanics and 33%of American Indians
do (Waters, 2000, p. 28; Harrison and Bennett, 1995, p. 165). Assuming that intermarriage
rates between “races” continue at current levels, the percentage of all Americans who re-
port one or more races (or Hispanic origins) in addition to their primary race (or His-
panic identity) will climb from 7% in 1995 to 21% in 2050 (Smith and Edmonston, 1997,
p. 119). The Asian rate will be 36%; the Hispanic rate, 45%. We can already see this trend
in the actual intermarriage rate of younger native-born Asian and Hispanic men and
women in 1990 (age 25 to 34): Asians, about 51%; Hispanics, 35% (based on ibid., table
8.2, p. 371).

In short, if we combine rising intermarriage rates with blurred ethnic identity over two
or three generations and the continued economic and political integration of all these
“racial” groups, the story is unequivocally one of assimilation with a somewhat broadened
and enriched American culture. Just as Italian, Irish, and Polish immigrants four genera-
tions ago were despised as inferior troublesome “races” and no longer suffer that stigma,
so will the newer racial immigrants be redefined, both by themselves and society—quickly
for Asians and Cubans, less quickly for other Hispanics (Alonso and Waters, 1993).

Two strong determinants of intermarriage have been identified in American studies:
time of arrival and geographical dispersion. Those groups that arrived in North America
first now have higher rates of intermarriage. And those groups that scatter are more likely
to intermarry than are isolated or concentrated groups (Lieberson and Waters, 1988). Pro-
jections of mixed marriages are limited by the obvious blurring of boundaries and the
changing meaning of ethnicity.15 Think of a white Protestant married to a Catholic
woman, both of whom watch Seinfeld as they eat takeout Chinese food.

Blacks versus Others

The pattern of structural assimilation over several generations experienced by many white
ethnics—in jobs, residences, and intermarriage—has been replicated for black Americans in
only small measure. Analysis of the jobs of blacks over the last 60 years reveals a pattern of
slow occupational integration which is either speeded up or slowed down by the business
cycle and by shifts in the political climate which favor or block antidiscrimination measures
(Price, 1969, p. 131; Humphrey, 1977, p. 13). Although intermarriage rates have recently
climbed, it is from a very low base. An analysis of census data by Price (1969) shows that
blacks made significant occupational gains in the 1940s, largely because of labor shortages and
economic growth associated with World War II (p. 131). Using an index of occupational
change which compares shifts in the occupational distribution of blacks and whites between
time periods, Price found that between 1940 and 1950 black men registered particular gains
in clerical work, with black women gaining most in the clerical, sales, craft, and laborer cat-
egories (p. 116). In general, gains were greater for women than for men and were greater in
the West than in other regions (pp. 115 – 130). The dozen years from 1949 to 1961, how-
ever, encompassed four recessions and a related slowdown in the gains of the war years—in
some categories an actual reversal. Although blacks continued to gain in the clerical and craft
sectors, in the defense industry, and in the West, their representation among managers and
officials (except farm) declined and in most other sectors remained stagnant. Then, during
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the 1960s, the occupational position of blacks relative to whites advanced again, with the pro-
portion of black workers represented in professional, technical, and managerial positions in-
creasing from 9.4% to 12.6% compared with a shift from 24.7% to 26.0% for whites (Wil-
son, 1978, p. 131).16

It is likely that the occupational advance of blacks has been slowed by the recession of
1974 – 75, the subsequent slowdown in economic growth, and an erosion of support for
strong forms of affirmative action. The previous convergence of black and white wages also
slowed down during the late 1970s and the 1980s (Blau, 1998, p. 134; Wilson, 1978,
p. 130). And by 1994 in every educational category, the income of black men as a per-
centage of non-Hispanic white income was still substantially unequal; it ranged between
about 70% (high-school graduates or less) to 77% (college graduates) (Thernstrom and
Thernstrom, 1997, p. 445).

There is a growing gap between educated, affluent blacks and poor blacks. The movement
of blacks out of the least desirable jobs (low-paid service workers and laborers) is proceeding
more slowly than their advance into the most-favored jobs (Wilson, 1978, p. 134). In fact, by
1990, 16% of black men and 23% of black women were in the categories “professional” and
“technical and related support occupations” and “proprietors, managers, and officials” (Thern-
strom and Thernstrom, 1997, p. 185), putting greater distance between themselves and the
blacks below. Divergence in occupations is matched by divergence in family income: the av-
erage income of the top 5% of black families increased by $27,114 (in constant 1992 dollars)
between 1975 and 1992; the average income of the lowest fifth decreased by $2,078 in the
same time period (Wilson, 1996, pp. 195 – 196, table 7.1). These trends have contributed to
a deepening economic schism in the black community.

Data on occupational attainment by education suggest that discrimination against blacks
is more pronounced for those with less education. By the mid-1970s, black men appear even
to have achieved parity at upper educational levels: 58% of black men with a college 
education were employed in professional and technical occupations, compared with 54% of 
college-educated white men. In 1978, black women college graduates scored an even more
impressive concentration in this desired category: 65% of them were in professional and tech-
nical occupations, the identical percentage of their white counterparts.17 For blacks with a
high-school education, however, the situation is reversed: 30% of black men with only a
high-school education were service workers or laborers, compared with 14% of white men
(U.S. Bureau of Labor Statistics, 1975a, 1975b). Black women with only high school fared
no better. Similarly, if we consider age and job experience, by 1972 the occupational status
of black males who had recently entered the labor force approached that of equally experi-
enced whites (Hall and Kasten, 1973, p. 790). The position of older, less-educated blacks had
not improved comparably (Freeman, 1973, p. 118).

�esidential segregation by race has been declining in the United States since about 1970
but the process is slow, especially among blacks (Massey and Denton, 1993, pp. 10, 49, 62,
64, 222).18

�acial desegregation occurred most rapidly in young, Southern, and Western
metropolitan areas with recent housing construction (Farley and Frey, 1994). The deseg-
regation of Mexicans is faster and the desegregation of Asians and non-Mexican Hispan-
ics is much faster than that of blacks (Smith and Edmonston, 1997, pp. 367 – 368; Massey,
1981; Myers, 1999). If we examine the fate of racial groups in racial enclaves, including the
gateway communities of immigrants, we find that the second generation of both Asians

Wilensky_CH01  3/14/02  1:45 PM  Page 19



Paths of Development of �ich Democracies

20

and Hispanics does move up and out. The myth of downward mobility of these immi-
grants is much exaggerated.19 For instance, a cohort analysis of Los Angeles and Santa Ana
Latinos shows gains in white-collar jobs and reduced poverty. Dowell Myers (1999) found
very strong intergenerational progress up and out of the gateway community.20 Similarly,
studies of Cuban workers in Florida suggest that even the first generation’s employment in
the enclave economy is not much of a drag on earnings. Enclave employment depresses
male earnings and the return from education only marginally. Further, this does not hold
for females. And a network of ethnic entrepreneurs often provides a foothold for ethnic
employees—some jobs for recent immigrants who speak little English. Such a network also
provides new entrepreneurial opportunities for both the newcomers and the second gen-
eration. These informal, self-help networks are highly developed among Asian immigrants
as well as Hispanics and Iranians but are very scarce in black ghettos. Immigrants from
China, Korea, and the West Indies have long ago established rotating savings and credit as-
sociations whose start-up capital is widely shared, a major base for mobility journeys for
both first- and second-generation immigrants. (Light and Karageorgis, 1997, pp. 1 – 17.)

To say that recent racial immigrants move up and out of enclave economies, like the
white ethnics of the past, is not to ignore their initial heavy overrepresentation among the
low-skilled, low-wage, low-education poverty population. The very behavior that serves as
a base for upward mobility in one or two generations is the hard work at low wages that
their late-19th-century predecessors did. Nor does it ignore the depressing effects of such
competitive behavior on the wages of native Americans, including earlier immigrants and
blacks (see cross-national discussion in chap. 17). For example, Korean immigrants, who have
a very high rate of self-employment, are willing to work long hours for little money in fam-
ily businesses in inner-city neighborhoods where supermarkets fear to tread or in multiple
entry-level jobs such as janitor, handyman, or maid. First-generation Latinos and Asians alike
follow the formula “Sacrifice, save, pool resources, and borrow from family and friends.”

If some minority groups are overrepresented among the poor, others are overrepresented
among highly educated elites. For instance, the National �esearch Council found that in the
mid-1990s, immigrants—including Jews, Japanese, Chinese, and those from Central and
Southeast Europe—appear disproportionately as Nobel Prize winners, members of the Na-
tional Academy of Sciences and the National Academy of Engineering, as business entre-
preneurs, and as cultural and intellectual leaders in literature, music, film, and the top univer-
sities. Because almost all immigrants of the past 50 years arrived as minorities in a sociological
sense, we can take the impressive showing of the foreign born as prize winners and intellec-
tual stars as a rough guide to the accomplishments of minorities. The phrase that captures this
is full integration. Finally, in the polity, the penetration of highly educated minorities and
women into elite positions has been accelerating. Their participation in the Executive branch
is obvious in Washington, D.C., as it is for racial minorities in the Pentagon. Locally, at the
beginning of 1993, blacks were the mayors of 5 of the 20 biggest cities. Minority represen-
tation in Congress has lagged, especially in the Senate, but that trend, too, is up. In short, mi-
norities, including today’s immigrant population, are split between newcomers who are much
better and much worse educated, and more economically depressed and more economically
affluent, than the average native-born person. Further, when they have organized and formed
political alliances with others, minority groups have increased their political power.
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Why Variation in the Integration of Minorities?

This brief account of the structural integration of white ethnics and some racial minori-
ties in the United States points to an explanation of variation in the rate of integration
that can apply to minority groups in any rich democracy. Five factors shape the rate of
integration of a minority group, including immigrants. First is the resources the group
brings to the destination country or community—resources of urban or entrepreneurial
experience; work-relevant skills, including work habits; and credit or money, as in the debt
pools of Asians and West Indians. Second is whether the group has exposure to public schools
of reasonable quality (segregated parochial schools until quite recently were inferior in both
financing and quality). The third determinant of the rate of integration is family structures
and child-rearing philosophies and practices favorable to their children’s occupational mobility.
Fourth is the structure of economic opportunity the group encounters upon its arrival. Finally,
public policies shape the fate of minority groups, and these vary greatly across time and
place. All these explain variation in the speed with which minorities achieve occupational
parity with the nonminority population and ultimately full integration—political, eco-
nomic, and cultural. Thus, among immigrant groups in America, �ussians (including
Jews), Scandinavians, Austrians, �omanians, Greeks, Northern Italians, and Northwestern
European Protestants were occupationally advantaged and achieved occupational parity
within one generation, while Italians from rural Sicily, Polish peasants,Yugoslavs, French
Canadians, and some of the Irish were disadvantaged. The fast movers typically had urban
experience, many as self-employed entrepreneurs. It was not a big leap for the impover-
ished Jews with previous entrepreneurial experience to work as peddlers, save a little cap-
ital, and in a few years open a small mom-and-pop grocery store. One such peddler,
named Levi Strauss, built one of the world’s most famous corporations, starting in the Cal-
ifornia Gold �ush years (Sowell, 1996, p. 294). Similarly, Greek restaurateurs and Arme-
nian carpet importers used skills developed in the homeland. The contrast between the
entering skills of Northern Italians from Milan or Turin and the lack of skills of their
Southern Italian counterparts explains their later trajectories in America. Sicilian peasants
manned the flaming forges of Pittsburgh steel mills or became construction laborers; their
integration was slow. Urbanites from Northern Italy in short order went West, worked at
whatever they could find, saved, bought land, and produced wine; within three or four
generations they became leading executives and politicians (e.g., Mayor Alioto of San
Francisco).21

�elated to these patterns is the stance taken toward separate (and unequal) schools. The
fast movers combined parochial schools with public schools ( Jews, some upwardly mobile
Italian Catholics) or took advantage of public schools and disciplined their children to pur-
sue the academic track. Southern Italians and Polish peasants, in contrast, were encapsu-
lated both in parochial schools of poor quality and ethnic neighborhoods where the eth-
nic language was the norm (e.g., the Polish enclave at the southeast tip of Chicago). This
slowed up the first generation’s rate of integration and their children’s mobility. Although
residential segregation was common for all entering ethnic and racial groups—and if com-
plete, reduced their rate of intermarriage—it was not a barrier to economic integration for
their children, unless it included the segregation of disadvantages (parochial schools of in-
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ferior quality, neighborhoods without social networks that provide entry to the job market
and without strong families oriented toward education and better jobs).22

A little-studied force for second-generation achievement is the variation of minority
groups in their family structures and child-rearing philosophies and practices. It has been
shown that growing up in a single-parent impoverished family is a barrier to the educa-
tional and occupational achievement of sons and daughters (see chapters 8 [Welfare Mess],
14 [Mayhem], and 16 [Health Performance]). There are also strong hints of ethnic and
racial variations in work-relevant values and beliefs shaping child-rearing practices even at
the same socioeconomic status (SES). For instance, Fred Strodtbeck (1958) compared fam-
ily interaction and child-rearing patterns in 24 Jewish families and 24 Italian families with
third-generation 16-year-old sons in New Haven, Connecticut. Independence training and
academic achievement values were much stronger among Jewish parents and their sons
than among Italians; the sons evidenced equally sharp differences in autonomy, aspirations,
and school performance, at each of three SES levels. Similar results come from a study of
ethnic-group variations in the timing of mother’s expectation for age of mastery. Early tim-
ing had a strong, positive effect on the achievements of their 8- to 10-year-olds. The in-
dicators of making the child more independent of his family included what age should the
child know his way around the city, try new things without depending on mother for help,
try hard to come out on top in games and sports, and make his own friends among chil-
dren his own age. The average age for expected mastery varied by ethnic group as ex-
pected: Jewish, 6.1; Irish Catholic, 7.1; Italian Catholic, 8.2, with achievement scores in
that order. (Ibid., pp. 144 – 146.) Finally, there are well-known differences in the accent on
academic achievement between Jews, Chinese, and Japanese on the one hand, and blacks
and Latinos on the other. That these differences in parental values and practices are dis-
tinctly ethnic or racial and have big effects on children’s school achievement is shown by
a recent study of adolescent development: Steinberg and his colleagues (1996; Steinberg et
al., 1992a, 1992b) found that Asian-American students outperformed European-American
students who, in turn, outperformed African-American and Latin American students by
large margins that remained consistent and strong across nine high schools studied and even
after controlling for social class, family structure, and place of birth of parents.23

In short, intact families with work-relevant values who accent independence training
and public school achievement provide a favorable basis for their children’s move out, up,
and into the mainstream economy. The overseas Chinese as minority groups in places like
Indonesia and the Japanese in Hawaii and Peru evidence the same entrepreneurial success
based on the same pattern of behavior (Sowell, 1996, pp. 113 – 119, 200 – 206).

�esources of skill and urban experience, exposure to public schools (when they had
higher standards than now), and favorable family structure and child-rearing practices by
themselves will not suffice for speedy mobility and integration if the structure of eco-
nomic opportunity is poor. Employers must be open to minority hiring and the econ-
omy must evidence steady growth. If we examine modern systems of job placement
(Wilensky and Lawrence, 1979), we see that when work roles are more or less clearly
defined and criteria can be specified which can be met by a wide range of people (semi-
skilled clerical or factory jobs), the satisficing manager assigns employees on a cheap as-
criptive basis (white male, Italian Catholic, young female, or whatever established net-
work of coworkers, relatives, and friends his employees connect with). When roles are
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vaguely defined (public relations manager, salesperson) or rapidly changing (middle man-
ager)—perhaps this applies to most jobs in a modern labor force—room for ascription is
even wider. However, four economic and political forces can shake managers up enough
to change their natural job assignment strategies. First is a shortage of labor. There is
nothing like a brisk labor market to make a high-school graduate look useful; an old
man, strong; an inexperienced woman, skilled; a black, acceptable; and an “unemploy-
able,” a good bet for the next opening (Wilensky, 1965, p. xxxiii). A boom economy in-
spires managers to widen their search, launch more training, even restructure jobs to fit
available applicants. In other words, in good times employees outside the usual ascriptive
network get the glad hand; in bad times they get the brush-off. Shortages of labor in the
period 1993 – 1998 helped to move the high unemployment rates of three groups to new
lows by April 1999—teenagers to 14.1%, blacks to 7.7%, Hispanics to 6.9% (New York
Times, May 8, 1999).

Beyond good times, a second impetus to changed hiring and promotion practices is gov-
ernment coercion via fair employment practice laws such as those of the 1940s and 1950s
or affirmative action programs such as those of the 1960s and beyond. As I have shown,
the occupational integration of blacks—their penetration of middle and upper-middle pro-
fessional and technical jobs—proceeded faster in the prosperous periods of World War II
and 1960 to 1973 than in the slumps of the 1950s or the slow growth period after 1974.
But there was more than the business cycle at work. The armed forces during and after
World War II led in occupational integration (Moskos, 1966). And most of the civilian
gains since World War II have been in occupations in which a large portion of the non-
whites are hired by government. All of this suggests that vigorous antidiscrimination pol-
icies can make it too expensive for employers, public or private, to stick to the older com-
binations of ascriptive networks and merit.

A second cluster of policies that inspires employers to rely a bit less on cheap ascriptive
networks is heavy government subsidy of an active labor-market policy designed to reach
the hard-to-employ and to place everyone. Sweden, West Germany, and several Western
European welfare-state leaders, in contrast to the United States, have developed strong
labor-market boards and labor exchanges coupled with a great range of policies to match
people and jobs and train everyone who does not fit the needs of a changing economy (see
chap. 2, figure 2.2).

Government coercion and active labor-market policies interact with a third political
pressure for change in employers’ job placement strategies: social movements for equality,
which are a product of industrialization everywhere. We must consider the push from
below as it affects employer cost calculations. Social movements—whether based on 
minority-group interests or class—aim to introduce their own ascriptive criteria within a
category of sufficiently qualified, just as employers in the absence of pressures for change
had previously combined ascriptive and achievement criteria for their own convenience.

A related aspect of the managers’ calculations goes beyond the cost of recruitment, train-
ing, and job evaluation. Where unions, workers’ councils, or informal work groups press for
seniority or other preferences in hiring and promotion, the manager who ignores their de-
mands can provoke labor disputes, decrease morale, increase absenteeism and turnover, and
lower product quality. At various times and places managers have confronted a wide vari-
ety of demands to modify placement practices. Consider this list for preferential treatment:
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. seniority in promotions and layoffs (universal)

. superseniority for labor leaders and activists (USA) or war veterans
(universal)

. preference for relatives (craftsmen in the USA; clientelismo in Italy)

. credit for “peasant” and “worker” parentage (university and hence job entry
in Communist Poland)

. ethnic-linguistic background (Belgium, Canada) or race (USA)

. confessional-political affiliation (Holland)

. physical handicaps or sex (many countries)

. region (in Italian politics and the bureaucracy, preference for Sicilians has
provoked the label, “the Southernization of Italy”)

Most employers must make judgments, however imperfectly, about these costs. Since
there is no predetermination of the outcome of struggles among minority groups and be-
tween minorities and majorities, the particular combination of ascription and achievement
employers adopt will vary by country and region, and over time. Further, in some situa-
tions, employers see a cost advantage in playing one minority group against another. The
point for me is that in no sense can we see the effort to substitute one ascriptive criterion
for another—within the broad category of “adequately qualified”—as premodern. In fact,
it is the universal correlates of industrialization—modern communication and transporta-
tion networks, mass education, urbanization, high rates of residential and occupational mo-
bility—that have given force to the push for equality. The result is new self-consciousness,
new aspirations, and new political and economic resources for minority groups.

In Norway, Sweden, Belgium, the Netherlands, and other countries with long periods
of social democratic rule, the push for equality no longer comes mainly from below; those
“below,” now in control of the government, go to great lengths to ensure full employment
of minorities and majorities alike. Norway, for instance, has written into its constitution the
right to work, with the proviso that anyone “fit” to work may exercise that right. In such
circumstances, the employer’s cost calculations become even more complex because a large
medical-psychiatric-administrative apparatus must certify everyone’s “fitness” for the job
entitlement. Even when full employment falters as in the 1990s these countries still main-
tained a relatively good standard of living for their least-privileged populations, including
minorities (see tables 8.4 and 14.4).

Where does this leave the counteracting meritocratic thrust of modern society? Very
much alive. Although equality of opportunity (a heavy accent on achievement criteria for
job entry and placement) is at war with absolute equality or equality of results (a heavy ac-
cent on ascription), both principles have powerful roots in the structure of modern society
(Wilensky, 1975, pp. 28 – 39 and chap. 4 in this text). The modern complex workplace mir-
rors this larger conflict. (That our rich democracies resolve this conflict in a variety of ways
with a variety of backlash responses, especially in their immigration policies and politics, is
discussed in chaps. 10 and 17.)
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The contrasts between the speedy integration of white ethnics, West Indian blacks,
and the similar mobility of recent Asian immigrants, on the one hand, and the slow in-
tegration of most blacks on the other, fit this scheme. In the United States, as Thomas
Sowell (1978) has demonstrated, there were three black histories with contrasting ur-
banization, education, occupational fate, and to some extent family structures:24 antebel-
lum “free persons of color” (in the 1830s, 14% of American Negroes); black slaves
emancipated by the Civil War and their descendants, the largest component; and later
black immigrants (about 1% of the current population of the USA), mainly from other
parts of the Western Hemisphere, especially the British West Indies, with substantial
numbers arriving about the turn of the century. Then as now the West Indian immi-
grants were concentrated around New York City. What must be explained is the vastly
different social and economic trajectories of the three black populations over several gen-
erations.

The free persons of color (FPCs) achieved freedom via manumissions, self-purchase, pur-
chase of slaves by already free relatives or philanthropic whites, legislative reward for un-
usual service or Northern states’ emancipation laws, or escape. Also, mulattos born to white
women were by law declared free. Many additional blacks were semifree—slaves who
“hired their own time,” lived away from slave owners, paying them a share of their earn-
ings. The family structures, the resources they brought to the economy and their achieve-
ment included the following:

. Urban Experience. Not only were they more urbanized than chattel slaves,
they were more urbanized than the white population. They increasingly
moved toward urban Northern and border states.

. Family Structure. Data from 1855 to 1880 show that their households were
overwhelmingly male-headed, stable, two parent.

. Literacy, Education-Mindedness. Their literacy rates were 10 times higher than
blacks in bondage, and this persisted for decades after emancipation. If not
educated themselves, they were education-minded. Where their children
were denied admission to public schools they established private schools of
their own, sometimes aided by Quakers and Catholics.

. Occupation and Income. Their descendants were overrepresented among suc-
cessful blacks well into the 20th century. With their cultural head starts, over
half of the black professionals in Washington, D.C., in 1950 were descended
from the small population of antebellum FPCs. Many of the descendants of
FPCs became established Negro leaders of the post–Civil War and early
20th century—for example, as founders of the NAACP. Finally, the FPCs
had much more entrepreneurial experience than field hands could have.
They were disproportionately skilled—tailors, carpenters, masons—especially
in New Orleans and Charleston, as early as 1860. In fact, in those years the
freedmen of the Northeast faced competition from Irish immigrants of the
1840s and 1850s and won handily. Some advertisements in New York City
were explicit: “A colored man preferred. No Irish need apply.”
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West Indian immigrants traced a later but similar trajectory, with even more success than
the FPCs. West Indian slavery made escapes as well as slave uprisings more feasible because
blacks were a vast majority of the West Indian population. Equally important, slaves were
permitted to grow their own food and sell surpluses in off-plantation markets. The absence
of a white working class created a wider occupational range for blacks, including self-
employment. All this adds up to experience in self-management and entrepreneurship. Sub-
jectively it fostered a sense of possibilities. The outcome over generations: Their mobility
pattern resembled that of the fast-moving urban white immigrants from Europe (see the
preceding) more than it resembled the limited mobility of native blacks. They had a lower
rate of family breakup than that of emancipated slaves in the same areas. Either during their
work lives or their children’s, they moved up the ladder much faster than native blacks; they
have long had much higher income, education, and occupational status than native blacks.
A natural outcome: they are much overrepresented among prominent blacks, now and in
the past—Marcus Garvey, James Weldon Johnson, Stokely Carmichael, Shirley Chisholm,
Malcolm X, Kenneth Clark, James Farmer, �oy Innes, W. Arthur Lewis, Harry Belafonte,
Sidney Poitier, and Godfrey Cambridge, among others.25

Emancipated slaves, in contrast, were handicapped in all dimensions I have outlined to
explain the varied mobility patterns of white ethnics. Southern slavery was characterized
by regimented dependence and repression unparalleled by any other slavery. There was a
natural sense of the futility of resistance to white slave-owners. There was no self-employ-
ment, no market experience. �egimentation was carried to its extreme in the plantation-
dominated “black belt” areas of the South. Plantation slavery was almost all rural (in the
urban South almost a third of slaves were hired workers who frequently arranged their own
daily lives). Escape possibilities were minimal. After Emancipation, peonage became com-
mon. Most of the few who had acquired skills could not find jobs. At the turn of the cen-
tury, the pervasive pattern of discriminating segregation known as “Jim Crow” took hold
across the South. The segregation of disadvantages perpetuated the economic deterioration
of several decades after the Civil War. Again we see sharp contrasts to the two black his-
tories outlined previously. There was almost total illiteracy; slave-owners forbade slaves to
read or write. Meager education was the rule throughout the 19th century and into the
early years of the 20th. The only pattern that does not fit my scheme is the family struc-
ture of plantation slaves. Because slave-owners viewed stable two-parent families as a bar-
rier to escapes and a way of preventing chaos if men fought over women, most of these
slave families were two parent. The broken families in today’s trap ghettos are a new pat-
tern developed after the massive migration of unskilled, uneducated blacks from South to
North in the 20th century. Segregation then became more common and in the 1920s hard-
ened. A final factor blocking the success of the later migrants was the changed structure of
opportunity of the postwar period. The boom economies of World Wars I and II had
provided semiskilled footholds in urban industry for blacks as well as Appalachian whites.
Urban political machines had provided jobs and social services for white ethnics of an ear-
lier migration (see chap. 11). By the 1950s both the semiskilled/unskilled job base and the
political machines had eroded, drastically reducing opportunities for the least-skilled, late
arrivers in the metropolitan areas.

In comparing the three black histories it is tempting to attribute their contrasting suc-
cess rates to skin color. Lighter skin mulattos, it is said, experience less discrimination than
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blacks with darker skin. That might be a factor in the success of the FPCs, who were more
often mulattos, but it certainly cannot explain the West Indian contrast; the latter were
clearly more black than the average post–Civil War emancipated slave. Neither in com-
paring whites and blacks nor different populations of blacks can we explain much by skin
color. Numerous sociological studies demonstrate that the disadvantage from growing up
in an impoverished family much outweighs immigrant status or even racial status in pre-
dicting school and work achievement (see chaps. 8 [Welfare Mess], 14 [Mayhem], and 17
[Globalization]).

In sum: The main drift of rich democracies over the past century has been toward the
structural integration of ethnic-linguistic, religious, and racial minorities. Multiethnic
America, as the best test case, shows that within the general trend minority groups vary in
their rate of integration. The speed and amount of educational and occupational integra-
tion is shaped by five interacting forces: (1) the resources of urban experience, education,
and skills the group brings to the urban-industrial economy; (2) the quality of schools into
which the group puts its children (segregation of disadvantages slows the rate of integra-
tion); (3) the family structure and child-rearing practices and values of the group; (4) the
structure of opportunity the group encounters when it enters both the labor market and
the political market (both vary by the business cycle); (5) public policies favorable or un-
favorable to integration, which are a product of the strength of social-political movements
for equality, government coercion to enforce antidiscrimination laws and force employers
to open up to minorities and, of course, policies regarding the number, kind, and legality
of immigrants and the naturalization rate. (National differences in immigration policies and
politics are discussed in chap. 17 [Globalization].)

If, over two or three generations, family, relevant skills, education, job opportunity, and
public policies are all favorable for economic and political integration, then increased inter-
marriage rates and, with them, cultural integration will follow. Intermarriage rates, as well
as other indicators of integration, however, can be reduced wherever a minority popula-
tion is residentially segregated or isolated and is new to the urban-industrial setting. De-
spite long-term gains for blacks and a marked improvement for employed, young, well-
educated blacks in particular and for the black middle class in general, a significant gap
remains between the occupational distribution of whites and that of blacks in the Amer-
ican economy, accounted for only partly by amount and quality of formal schooling. It is
striking, however, that with all the barriers to full integration for blacks, evidence indi-
cates a recent rise in intermarriages with whites or Hispanics, the most dramatic symbol
of assimilation. In 1990, only 4% of blacks had contracted such marriages. But the rate for
25- to 34-year-old black men was 10%, most of them with white women. (Alba, 1995,
pp. 16 – 17.) It is possible that this is a clue to coming attractions. The rate for Jews was
only 11% in 1965; since 1985, 57% of Jews have married partners raised in other religions
(ibid., p. 15). The concentration of postwar black migrants with least skills and education
in central-city ghettos, however, is a major barrier to both their mobility and their social
integration (see chap. 14 [Mayhem]).

Despite the long-term trend toward integration, modern democracies still experience
episodes of ethnic resurgence. There is no shortage of political conflict based on race, eth-
nicity, language, and religion, as we can see from Ireland; the combat between Flemings and
Walloons in Belgium; the role of race, religion, and language in the politics of the United
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States, Israel, Canada, Switzerland, and the Netherlands; and nativist protests against immi-
grants everywhere (see chap. 17). That minority/majority conflict in many rich democra-
cies has become or remains central to politics does not contradict the assimilation argument.
First, it is the grievance about to be settled that is most poignant. Protest movements, like
strikes and revolutions, are most successful on the upswing of the business cycle, not on the
downswing. Militant black-power movements in the United States did not occur in de-
pressed times and places; they occurred after much progress toward integration had been
achieved and a political voice could be heard. In Europe, voting for xenophobic, nativist
politicians is strongest in well-developed areas where economic readjustment is swift. And
the anti-immigrant voters are far from marginal; they tend to be citizens of the middle mass
with something to lose (see chap. 17). Second, side by side with structural integration, in
every society segregated minorities are sharing a common fate. In the United States in 1998
first- and second-generation immigrants together comprise only about one-fifth of the total
population, but they are highly concentrated in the metropolitan areas of six states—Florida,
California, New York, New Jersey, Illinois, and Texas. They constitute 60% of the popula-
tion of metropolitan Miami, over half of Los Angeles, 42% of New York City, and 40 % of
the San Francisco Bay Area (Waters, Mollenkopf, and Kasinitz, 1999, pp. 5 – 6). Despite the
trend toward desegregation, they still tend to be concentrated in the central cities of these
metropolitan areas, giving them further political visibility. Where ethnic, racial, or religious
groups are segregated residentially and at the same time experience economic reinforcement
for minority identity and social solidarity, then a subculture with political potential flour-
ishes. Neighborhoods composed of craft workers in the needle trades, truck farmers, and re-
tail merchants, or intellectuals, artists, and entertainers, sometimes have an ethnic-religious or
racial recruitment base. Their members derive job information or even entrepreneurial cap-
ital from propinquity, kinship, and friendship (cf. Wilensky, 1966c, p. 127; Light, 1972). The
extreme case of persistent ethnic and tribal ties in the urban ghettos of South Africa is con-
sistent. But overall segregation in rich democracies has declined; social, political, and eco-
nomic integration proceeds, leaving large pockets of militancy behind, sometimes giving the
impression of a Balkanization of society and politics.26

Gender Equality

Industrialization has everywhere been accompanied by a swift increase in female labor-force
participation, a slower decline in sexual segregation in occupations, and a still slower in-
crease in the relative and absolute occupational status of women. In the United States, the
labor-force participation rate for women has climbed steadily from 20% in 1900 to more
than 60% at latest count. During the same period, the occupational integration of women
also advanced, but less rapidly. For instance, Oppenheimer (1970) found that sexual segre-
gation in the United States (measured by the ratio of the number of women found in pre-
dominantly female occupations to that expected by chance) declined from 3.5 in 1900 to
2.1 in 1960 (p. 69). Using different indices, Gross (1968) and G. Williams (1975) also show
a drop in differentiation during this period. Cross-national data by industry are consistent.
In a rare, detailed study of trends in sex segregation by industry covering 10 European na-
tions and the United States, Cooney (1978) found that from the early 1900s until about
the 1960s sex segregation within broad industrial sectors declined in all countries exam-
ined, although rates of change varied by period and country. The same universal decline
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was uncovered in a study of sex segregation in 14 industrialized countries from 1960 to
1990 (Chang, 1999).

Whatever the pace of change and by any measure, the absolute amount of occupational
differentiation in the United States remains high. In 1969, half of all male workers were con-
centrated in only 63 occupations, while half of all female workers were concentrated in only
17 occupations. And one-fourth of all women at work were concentrated in just five jobs:
secretary, household worker, bookkeeper, elementary school teacher, and waitress (Hedges,
1970, p. 19). In other words, women in 1969 were occupationally segregated 3.7 times more
than men. Although a similar measure as of 1984 shows some broadening of women’s oc-
cupations, substantial differences in occupational concentration remain (Bergmann, 1986).

Sex segregation does not necessarily measure discrimination. Cooney shows that in all
11 countries she studied, sex desegregation proceeded faster than the pace of improvement
in the absolute and relative work status of women (Cooney, 1978, pp. 70 – 71). Indeed, a
more recent study of gender segregation by occupation in 9 countries (Australia, Austria,
Germany, Hungary, Norway, Sweden, Switzerland, UK, and USA), circa mid-1980s, found
that the countries least segregated by occupation are the United States and Switzerland; the
most segregated country is Sweden, with Norway also ranking high (Blau and Kahn,
1996b, table 3).Yet, by better measures of gender equality, the pattern is reversed: Sweden
and Norway lead in gender equality, the United States and Switzerland lag.27 To measure
discrimination more directly we must consider at least some indicator of relevant abilities.28

Holding education constant, we find less discrimination: college-educated women in the
United States are more likely than similarly educated men to be found in professional and
technical jobs; 69.4% of women, compared with 54.1% of men, were in this favored cate-
gory in 1975. However, college-educated women were less than a third as likely as men to
become managers or proprietors (7.1% to the men’s 24.1%). High-school-educated women
are concentrated in clerical jobs; high-school-educated men in the “craftsmen and fore-
men” category (U.S. Bureau of Labor Statistics, 1975a, 1975b).

Of course, broad census categories obscure considerable variation within categories. For
instance, Epstein (1970) showed that within the professional and technical category, women
in the 1960s were concentrated in those sectors of the professions with the least pay, pres-
tige, and opportunity for advancement. The past 30 or so years, however, saw an acceler-
ated shift toward economic equality: The rising educational attainment of women led to
accelerated labor-force participation and a rising expectation among both women and em-
ployers of continuous employment. In turn these trends led families, women, and employ-
ers alike to invest more in women’s human capital. (See the preceding and chap. 7 [Fam-
ily Policy]. Cf. Blau, 1998, p. 131.) The consequences include a decline in the earnings gap;
women have fared better than men in real wage growth (ibid.). Women have clearly pen-
etrated high-status occupations at a rapid rate. From 1970 to 1996 there was a large, steady
rise in women’s share of professional degrees: from well below 10% in 1970 to 44% of all
law degrees, 41% of MDs, and 38% of MBAs (U.S. Department of Education, 1999, tables
259 and 280). In all three of these male domains women have now penetrated even the
most powerful and lucrative specialties.29

The gender gap in earnings was dramatically reduced in the United States from 1979
to 1988 despite trends in overall wage structure that were increasingly unfavorable to
low-wage workers, a trend that was reversed only in the six years from 1993 to 1998.
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This puzzle—how the gender gap can close while low-wage workers were sinking—can
be solved by noting three clear changes: (1) the improvement in women workers’ rela-
tive qualifications (education, experience, commitment to work); (2) declining discrim-
ination, as shown above; and (3) the larger negative effect of deunionization on male than
female workers (women actually increased as a proportion of union members) (Blau and
Kahn, 1997). These gender-specific trends occur within a larger trend toward wage and
income inequality. As chapters 2 and 8 show, the integration of powerful labor move-
ments into corporatist bargaining structures of most democracies in continental Europe
and the consequent public policies explain why the U.S., despite improvements in gen-
der equality, still remains at the bottom in cross-national comparisons. For instance, a
study of earnings differentials in 10 rich democracies (Blau and Kahn, 1996b) shows that
the U.S. has both the greatest concentration of very low wages at the bottom compared
with the middle, and the greatest rewards to “skill” (i.e., education). The most powerful
explanation of these country rankings is that the most egalitarian countries have national
bargaining structures that result in wage compression and more income equality affect-
ing both men and women. Blau and Kahn (1996b, pp. 535 – 538ff.) find that national dif-
ferences in women’s human capital or individual characteristics are far less important. In
other words, while increases in gender equality in the U.S. are partly due to the rise in
women’s relative qualifications common to all countries, and while wage inequality for
both men and women has been rising in most rich democracies, when we compare na-
tions we must look to types of political economy and related policy differences to ex-
plain the U.S. lag in gender equality.30

National variations in the political power and representation of women match the dif-
ferences in economic equality, as we shall see in chapter 8 (table 8.4). Here, too, within a
general trend toward gender equality in politics over the past half century, substantial na-
tional differences remain, with the Anglo-American democracies, Japan, and France lag-
ging. Applying the types of political economy discussed in chapter 2, the percentage of
women in the lower house of national legislatures in the early 1980s shows a perfect gra-
dation: The average for left-corporatist democracies was 22%; left-Catholic corporatist,
18%; Catholic corporatist, 8%; corporatist-without-labor, 6%; fragmented and decentralized
democracies, 5%. The United States and Canada tied at 4%, the United Kingdom was at
the bottom with 3%. (Data on our 19 countries are from �ule, 1987, table 2.) It is the in-
teraction of left party power, proportional representation, and democratic corporatism that
best explains the top scores for gender equality in politics (see my table 2.1). Even the lag-
gards, however, evidence gains. A recent study of women in U.S. politics shows that if
women run for office they win as often as men do and that women are running in steadily
increasing numbers. The trend holds from 1972 to 1994 for state legislatures, governors,
and the U.S. House and Senate alike. By 1995, women were 17% of state senators, 22% of
state representatives, but only 11% of U.S. House members and 8% of U.S. senators (Seltzer,
Newman, and Leighton, 1997, pp. 85, 87, 91 – 92).

In sum: Continuing industrialization has clearly improved job opportunities for women
in all countries. The occupational and political integration of highly educated women has
accelerated. Even so, most women still remain concentrated in nurturant, expressive, and
subordinate roles such as nurses, preschool and elementary teachers and teachers aides, so-
cial workers, pediatricians, life scientists, dental hygienists, therapists, receptionists, models,
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secretaries and other administrative supporters, waitresses, workers in subordinate clerical
and sales jobs, and workers in the arts, design, and personal care and services. Their eco-
nomic position, however—their wages, poverty rates, cushions against shocks of family
breakup—varies greatly across equally rich nations.

Age and Equality

Disadvantaged as they are in the labor market, minorities and women have generally en-
joyed substantial labor-market gains with continued industrialization. Not so for the aged,
many of whom are chronically unemployed or underemployed in modern economies.
Older people who are employed evidence an occupational profile similar to that of other
adults; they tend to be slightly overrepresented in managerial posts and in the farm sector
and underrepresented in professional and technical jobs and in clerical work (�iley and
Foner, 1968; U.S. Bureau of the Census, 1977, p. 406). However, employed or not, their
skills are plainly underutilized. Although older workers are less likely to be laid off than
their younger workmates, they are more likely to experience difficulty being rehired and
this has intensified in recent years. Cross-national evidence shows that the duration of un-
employment rises steadily with age in the United States, Canada, Belgium, and the Nether-
lands. (�iley and Foner, 1968, p. 47, cf. Kohli and �ein, 1991, pp. 11 – 17.) Job opportuni-
ties decline markedly with advancing years after the age of 45 (Wirtz, 1965, p. 4). For
instance, a survey of employers conducted by the U.S. Bureau of Employment Security in
the prosperous year 1965 found that only 9% of the previous year’s new hires were over
45.Yet the percentage of unemployed workers in the older age group was much higher.31

Three decades later, BLS data for 1995 – 96 showed that among displaced long-tenured
workers, those aged 55 and over who were searching had a much harder time finding new
jobs than did other workers.

Most important, there is no doubt that for many decades increasing numbers of talented
older people have been forced to retire before they choose to. Since 1890, in almost all in-
dustrial countries, the labor-force participation rates of older men have steadily decreased.
The main causes: the rise of compulsory retirement rules in legislation and in collective
bargaining contracts, the preference of employers for younger men and women at cheaper
wages, union preference for well-financed early retirement to make room for the young,
and the growing occupational obsolescence of the aged. (Long, 1958; �iley and Foner,
1968; Fisher, 1978.) At the same time, increased longevity, improved health, and the in-
creased educational level of successive cohorts of the aged have prolonged the years of pro-
ductive life. The inevitable result of the intersection of these trends is a growing number
of able older workers who are excluded from the labor market completely or are chroni-
cally unemployed or underemployed. Thus, discrimination against older workers acceler-
ated as rich countries got richer; successive generations of men are less likely to be in work
at age 65, 55, and even 45. And while older women (over 55) are now much more likely
to have jobs than they used to, they have not shared in the recent general rise in female
employment (N. Campbell, 1999).

It is fair to infer discrimination from these trends for two reasons: First, surveys show
that voluntary decisions to retire early are not the major causes of the decline in work for
older men. Most exit decisions are coerced; they are involuntary or at least heavily con-
strained by falling relative wages, restricted job opportunity, problems of health, especially
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chronic sickness, or the reluctant acceptance of an early retirement package when unem-
ployment is anticipated (older workers are concentrated in declining industries). (Ibid.;
Guillemard and �ein, 1993; Kohli and �ein, 1991, pp. 8ff.) The second reason for infer-
ring discrimination against older workers is analyses of the impact of social-security legis-
lation and private pensions on the timing and amount of labor-force participation of the
middle-aged and aged. The consensus is that the effect of increased benefit levels, while
statistically significant, is much smaller than the other forces already discussed. For instance,
Leonesio (1993, p. 50) estimates that in the United States a 10 to 12% increase in benefit
levels causes a decline in average retirement age by only “weeks or a few months.” For sim-
ilar cross-national findings see Kohli and �ein (1991) and Guillemard and �ein (1993).
Generous benefits have the most effect where older workers are stuck in low-paid jobs or
dangerous, heavy, hot, dirty jobs and are glad to get out.

�egarding age inequalities other than the age distribution of employment, the trend is
more favorable. The expansion of the welfare state (chap. 5) has clearly reduced poverty
among the aged everywhere. As with gender equality, however, national variations in the
poverty rate of the aged are anchored more in general poverty rates of the population at
large than in policies targeted to the aged. A study by Tim Smeeding (1993) of poverty
among the aged in the mid-1980s in seven of our countries (Australia, Canada, Nether-
lands, Sweden, UK, USA, West Germany) showed that poverty varies more across coun-
tries than across age groups within countries. The core of the welfare state includes pen-
sions, disability insurance, and health care, all three used disproportionately by the aged.
Therefore, welfare-state expansion everywhere reduces poverty among the aged (chap. 5).
In most age/country cells in the tables in the seven countries studied, poverty rates are ac-
tually lower for those with retirement income than are societal poverty rates.Yet in the
United States double-digit poverty is commonplace among the aged and nonaged alike—
this despite the fact that American social-security programs are the most modern part of
its welfare state.

The most general conclusion from these findings is this: Common trends in social struc-
ture—increased technological and organizational change, increased structural unemploy-
ment since the early 1970s, common responses of management, unions, and governments
to these changes, and the common trend toward early exit from work—cannot be ex-
plained by national contrasts in social and labor-market policies. As I show in later chap-
ters public policies focused on the aged certainly improve their well-being and account for
large national differences in their fate. But the convergent trend toward earlier exit from
the labor force persists in the face of these policy differences.

Whether recent political pressure applied by the aged and their allies coupled with anti-
discrimination laws will eventually reverse this trend is uncertain. Chapter 7 discusses the
politics of aging, the alleged war between the generations, and country contrasts in re-
sponses to population aging.

Summary

With continuing industrialization modern society tends toward the structural and cultural
integration of minority groups based on descent (racial, ethnic, religious, linguistic), gender,
sexual preference, or physical disability. As integration proceeds in education, the economy,
and polity, as residential desegregation progresses, intermarriage rates begin to climb, which
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in turn leads to some sharing of values, beliefs, and tastes. �ich democracies in particular are
increasingly open to the minority-group thrust for equality. The reasons for variation in the
pace and extent of integration among minority groups discovered in American studies apply
quite well to all rich democracies. The rate is fastest where the minority group brings to
the urban economy resources of urban or entrepreneurial experience, credit, money or oc-
cupational skill; sends their children to schools that do not segregate disadvantages; has fam-
ily structures and child-rearing practices and values that facilitate school and job achieve-
ment; and enters the economy at a time of favorable opportunity. Public policies promoting
integration are also important; these include the enforcement of antidiscrimination laws, im-
migration and naturalization policies, and the spread of the franchise. Finally, social-political
movements from below pressure democratic governments to adopt and enforce integrative
policies. These forces help explain the American immigrant experience: the quick integra-
tion of some ethnic and racial groups, the slow integration of others.

Although Britain and Britain abroad (USA, Canada, Australia, New Zealand), Switzer-
land, Netherlands, and Belgium rank high in social cleavages, other rich democracies are
converging in the pattern of ethnic conflict and accommodation. The main reasons: a re-
cent revival of massive migration from poor to rich countries and continuing industrial-
ization. If there is convergence, it is toward the American multicultural model.

Increasing gender equality has been a long-term trend as all democracies got richer and
opportunity in education and the labor force expanded. Occupational segregation by sex
has everywhere declined faster than the absolute or relative status of working women has
improved. Despite a rapid acceleration of equality in earnings and occupations, and a slow
penetration of high positions in workplaces and politics in the past 30 or so years, most
women, especially those with less than a college degree, remain concentrated in nurturant,
expressive, and subordinate jobs. Nevertheless, rich democracies are moving toward the
Swedish model—and they include even Japan and Switzerland, the countries most resis-
tant to gender equality.

A strongly convergent tendency induced by industrialization is the steady long-term de-
cline in age of exit from work. The gap between official retirement age of pension systems
and actual retirement age is widening. Although welfare states have vastly improved the
standard of living of the elderly, the pressure for retirement has mounted when most of
them or at least a large minority would prefer to work. In fact, the healthy aged are the
only minority group that has suffered an increase in occupational discrimination since
World War II.

It is no paradox that while structural and cultural integration of minority groups is pro-
ceeding, ethnic resurgence, women’s liberation movements, and gray power groups period-
ically burst forth. Not only are those grievances about to be settled the most poignant, but
groups that have already entered the mainstream have more resources of skill, leadership,
and funding for political action than groups on the margins of modern society.

The Rise of Mass Higher Education32

If the decrease in the age of exit from work is a major convergent trend in all modern so-
cieties, the extension of schooling at the lower end of life is an equally profound structural
shift. There is little dispute about this trend, so I can be brief. In the course of their devel-
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opment, all modern societies first expanded primary and then secondary schools, gradually
raising the level of compulsory attendance to 12 or 13 years. At the levels of development
achieved by rich democracies by the mid– 20th century, they began to converge toward mass
higher education, with ever-larger portions of the college-age population going on to post-
secondary education.33 As we shall see in chapters 5 and 6 (tables 6.1 and 6.3), the welfare-
state laggards lead in the move from elite higher education to mass higher education, with
the United States, Canada, Israel, and Australia out in front in higher-education expendi-
tures, enrollment ratios, and similar measures (see also Wilensky, 1975, pp. 3 – 7, 122).

The main reason for this trade-off is that modern education is overwhelmingly merito-
cratic and vocational, a contribution to equality of opportunity, especially at the higher lev-
els, while a nation’s health and welfare effort is mainly egalitarian, a contribution to equal-
ity of results (ibid.; Wilensky and Lawrence, 1979). This trade-off varies by historical period
and level of schooling. At early levels of their economic development the nations of West-
ern Europe and North America did not trade off education for social security. In the pe-
riod 1840 or 1850 to about 1910 in the 15 European countries studied by Kaelble (1981,
pp. 241 – 256), there was no link between education expansion and welfare policy and pri-
vate charity. National differences in secondary and postsecondary schooling in this early
period were driven by differences in traditional markets for university graduates—the
church, a few professions (including teaching in upper secondary schools), and public ad-
ministration. A very small percentage of the relevant age cohorts got these opportunities.
The period was characterized by small and stagnant enrollments. Essentially what there was
of education was confined to upper-middle-class and elite demands for status maintenance
and career advancement.

In the last decades before World War I in some countries and by World War I for all,
the stagnation of postprimary education was ended and the link with economic growth was
established (Kaelble, 1981, pp. 242 – 255). A slow expansion of opportunities in secondary
school and university education began, both by simple enrollment growth and by slightly less
unequal distribution by social origins of students. Two powerful forces drove this expansion:
first, accelerating industrialization and its structural correlates, especially the demand for
skilled, literate employees in both private industry and public bureaucracies; second, and later,
an enfranchised mass organized in left political parties and labor movements that demanded
equality of opportunity and to a lesser extent absolute equality. The timing of both advanced
industrialization and left-labor power, of course, varied (see chap. 2). The full-blown demand
for university graduates came quite late. Arnold Heidenheimer’s analysis of policy thresholds
for higher education and for social security shows that the year when university enrollment,
both public and private, first comprised 10% of primary school enrollment was 1946 for the
USA, 1968 for Sweden, 1973 for the UK, and 1975 for Germany (1981, pp. 294 – 299).

Just as there were variations in the timing of educational expansion, there were varia-
tions in the relationship between educational and social-security expansion. In the early
period of industrialization in the United States, universal primary-school education was
widespread before national social-security systems were invented and the acceleration of
secondary school expansion was under way long before the New Deal. In contrast, Ger-
many under Bismark put the welfare state into place a couple generations before substan-
tial expansion of secondary schooling. Britain and Sweden broadened both secondary ed-
ucation and welfare-state entitlements much closer in time. (Ibid., pp. 296 – 298.)
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Why is the United States somewhat deviant in the timing and sequence of education
expansion? In the 19th century, universal primary education for basic literacy and good cit-
izenship was a demand of employers interested in a disciplined labor supply, Protestant sects
and churches concerned that children be able to read the Bible, a labor movement inter-
ested in contradictory ideals of equality of opportunity and absolute equality, and a state
concerned about political integration and social control. None of these concerns were
unique to the U.S.: employers everywhere increasingly required literate employees, Protes-
tant churches in Europe  led in the desire for Bible-reading children, and left-labor move-
ments were, in fact, stronger in Europe than they were in the U.S. But the U.S. was an early
industrializer, and employer needs for a literate labor supply were early and urgent while
problems of social-political integration in the context of a highly decentralized federal sys-
tem and the absence of a feudal past and a state church were more intense. In fact, the
founding fathers were keenly aware that they had to overcome the fragmentation and paral-
ysis of the Articles of Confederation. Although they feared both a strong central author-
ity and the tyranny of the majority and therefore set up a complex system of checks and
balances in the Constitution, they also were alert to the dangers of social disintegration and
the tendency of the states to fly apart. They explicitly advocated public education to cre-
ate citizens with a national identity who would hold American society together and to fos-
ter the informed electorate they believed essential for democracy. Education to this day, at
least in political rhetoric, is an American secular theology. While many European coun-
tries at equivalent levels of development adopted welfare-state programs to cope with their
problems of social integration, political stability, and labor peace and delayed the accelera-
tion of schooling, the United States reversed the sequence. What is important for conver-
gence theory is that they all ended up roughly in the same place (see chap. 5). 34

Throughout the 20th century in all currently rich democracies education has been the
main channel for upward mobility. This function is clearest for the United States, but in
recent decades other industrial societies have moved in the U.S. direction. A careful study
by Donovan (1977) demonstrates the status protection and mobility functions of second-
ary schools at the turn of the century. She specifies the populations and times for which
education did or did not function as a means of mobility. She regressed the proportion of
14- to 17-year-olds enrolled in all types of secondary education from 1870 to 1910 on the
proportion of the economically active labor force in nonmanual jobs, taking account of var-
iations by region, differential migration of educated labor, and race (white and nonwhite).
Her main conclusion: Established elites (native-born whites) could rely on ascription (fam-
ily origin and related advantages) for access to white-collar jobs, but less-favored groups—
the foreign born and blacks—got access to such positions only by achievement through
secondary schools. A century later, as we know, the same educational road is traveled by
the least-privileged young people, including blacks and other minorities. Where it once
took a high-school diploma, it now takes a college degree or graduate degree for such mi-
norities to secure entry to upper-level occupations, again affirming the essentially merito-
cratic character of modern higher education for most of the population.

In modern society the trade-off argument applies only to postsecondary education: In my
data for 19 rich democracies secondary-school enrollment ratios in the period 1965 – 1972
were not significantly correlated with either social-security spending as a share of GNP or
per capita social-security spending (tables 6.1 and 6.3). The postsecondary enrollment ratios
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for these 19 countries, however, are negatively correlated with welfare effort, especially in the
mid-1960s. In other words, the more meritocratic the education system, the more it provides
channels for mobility, the more resistance to the rest of the welfare state (see chaps. 5 and 6
for an explanation).

As rich democracies moved from elite to mass higher education and then as they moved
toward making it universal, they all developed a riotous diversity of function and quality
among colleges and universities, although the education leaders are still much further along
on this path than are the laggards. Adding to this diversity is the universal proliferation of
nonuniversity forms of postsecondary education—vocational colleges, teacher training in-
stitutions, schools of music, art, drama, nursing, agriculture, management, and other voca-
tions; continuing education for adults; and “open universities.” The specialization and in-
stitutional stratification of modern education systems are necessary to meet the great variety
of demands on the system and people to be accommodated, whose relevant abilities, cul-
tural and genetic, vary (cf. Jencks and �iesman, 1968; Trow, 1972, 1974, 1991a, 1991b;
�iesman, Gusfield, and Gamson, 1971; Wilensky and Lawrence, 1979). This combination
of institutional diversity and increased mass opportunity is reflected in the finding that for
11 of 13 nations studied in Eastern and Western Europe, North America, and Asia, the
effect of social class on educational attainment was remarkably stable during the 20th cen-
tury. Educational expansion enabled more people to stay in school longer, but the under-
lying relation of social class and school completion did not change. Only Sweden and the
Netherlands evidenced a decline in social inequality of educational attainment. (Blossfeld
and Shavit, 1993, pp. 15 – 19.)

The question is whether the general push for equality and the specific demand for affir-
mative action for minorities will greatly weaken the meritocratic character of modern ed-
ucation. Although minority-group quotas for admission and curricula or schools segregated
by ethnicity, language, race, or religion are most conspicuous in the United States, Canada,
the Netherlands, and Belgium—countries with great social heterogeneity—other democ-
racies are converging in the number and concentration of socially distant immigrants and
are responding to the push for equality in similar ways (chap. 17 [Globalization] analyzes
both similarities and differences). But I doubt that this will swiftly transform higher edu-
cation. The intense resistance by higher-quality institutions in the most egalitarian coun-
tries indicates that meritocracy marches on. Consider the boldest attempts at affirmative ac-
tion, those of Eastern Europe, based not on race or sex but on social class—attempts which
have foundered. For instance, for university entry in Poland in the late 1960s and early
1970s you could get points for being the son or daughter of a worker or peasant. At its
peak, affirmative class action could account for between 10% and 20% of the score for
tough entry exams, both written and oral. However, before the collapse of the Soviet em-
pire, the system withered away. The reasons include (a) a backlash from Communist party
officials and bureaucrats who were old enough to have children entering college; (b) the
trouble in securing sufficient resources for compensatory education for rural and lower-
class students; and (c) the usual complexities of defining the preferred categories. �esistance
was greatest at elite institutions with the highest academic standards (e.g., the University of
Warsaw).

If you prefer an example of how a highly egalitarian democracy copes with the need to
maintain meritocratic education standards while managing an expansive welfare state, con-
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sider recent reforms in Sweden. Although Sweden clearly reduced the relation of social or-
igins and educational access between about 1930 and 1970, the trend leveled off between
1970 and 1990 (Erikson and Jonsson, 1996a, pp. 7 – 8; 1996b, pp. 82 – 90). In the 1980s
Sweden gradually shifted toward more authority for local communities and more freedom
for educational institutions to make choices about curriculum, definition of courses, num-
ber of places, and so on within centrally set targets. This educational reform movement
culminated in the radical reforms of 1990 – 91 under the Social Democrats and continued
under the new Conservative-led coalition. It was a shift in the role of the state from steer-
ing and direct supervision to monitoring and evaluation (Papadopoulos, 1993). But note
that the central state remains active not only in financing education but also in ensuring
equality of provision and the maintenance of national standards and a prescribed core cur-
riculum, albeit with an increase in academic competition among institutions and individ-
uals. The Swedish government is maintaining central control through block grants to mu-
nicipalities; a national curriculum and minimum requirements for university degrees; and a
central system to evaluate educational performance in municipalities, schools, and univer-
sities (ibid., p. 26). The most radically egalitarian society in the world, having pushed edu-
cation to embrace children and adults (via “folk high schools” and municipal adult educa-
tion) with a pupil-centered approach, has had to back away and accent academic
qualifications and training, making the schools somewhat more demanding and higher ed-
ucation a bit less egalitarian.

It is possible that in the enormous and diversified apparatus of higher education in the
United States (California’s postsecondary education for those who complete high school is
almost universal), the common resistance to racial-ethnic preferences will erode and the tra-
ditional function of enhanced equality of opportunity will be replaced by a steady decline
of standards in a drift toward equality of results. America’s very diversity of curricula and
opportunities, however, makes that prospect unlikely. For example, the elite institutions evi-
dence substantial differences in response to the political demand for racial-ethnic prefer-
ences, both within and between universities. There is no evidence of an across-the-board
collapse of standards. First, in the competition for the scarce pool of highly qualified high-
school graduates from the least-privileged minorities, well-endowed private universities win
out. For example, Harvard University, where in the late 1970s alumni children had a five
times higher chance of admission than did other applicants (Heidenheimer and Layson,
1982, p. 160), affirmative action by race today skims off the most-qualified blacks and other
minorities, most of whose test scores and typical preparation in upper-middle-class families
and private academies are at least as good as those of nonminority applicants (Trow, 1999).
Several other universities pursue similar policies and can make them effective by generous
financial packages to preferred applicants.35 The net effect is to leave the elite public uni-
versities (e.g., Berkeley, Michigan, UCLA, San Diego, Wisconsin)—less-affluent institutions
more open to political pressure—with “affirmative action” programs that take the less
qualified minority applicants from the least-privileged households and schools, and, in my
opinion, they do suffer at least a minor erosion of standards. But here we encounter a sec-
ond barrier to the spread of an antimeritocratic tendency: it varies by department and pro-
fessional school. Clearly, at a place like Berkeley, while the Law School and the departments
of sociology, anthropology, literature and English, and ethnic studies fully embrace the ide-
ology of racial preferences and bend toward equality of results, most of the professional
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schools, including business, engineering, public health, public policy, and almost all depart-
ments in the physical and life sciences, as well as economics, statistics, computer science,
and to some extent political science and history stand aside. They are far more resistant to
racial-ethnic preferences in admissions, student evaluation, grading, placement, and faculty
hiring and promotions. In other words, the closer we come to career paths that are clearly
meritocratic, technical, or rigorous, the more departments and schools feed those paths with
well-prepared graduates. Creating intellectual ghettos on campus based on skin color and
devoted to ethnic-racial identity and solidarity will not change these necessities. A third
counterforce to the demand for racial preferences is obvious: the new inequities thus in-
troduced. Where “overqualified” Asians and Jews, as well as “white” ethnics must give
way to less-qualified minority applicants at elite public institutions, their resentment is ex-
pressed in political backlash such as the successful ballot initiative in California to outlaw
minority-group preferences. Chapters 10 and 17 discuss cross-national variations in the mo-
bilization of such resentment in political campaigns. Chapters 12 (Economic Performance)
and 18 (Policy Implications) discuss national differences in educational policy and perfor-
mance, including the continued U.S. lead in the higher learning and its recent devastating
lag in K– 12.

A final convergent tendency of modern society is likely to retard any erosion of uni-
versity standards due to minority preferences based on descent—climbing intermarriage
rates, already discussed. This portends a time not far away where the already apparent con-
fusion in minority-group labels will become impossible to administer. State classification
by race, ethnicity, and religion and the official allocation of opportunities in education, jobs,
and politics on that basis will erode. The extreme case of the Netherlands illustrates the
point. In the Dutch system of separate-but-equal confessional-political blocs (Catholic,
Protestant, secular-Socialist), everything from youth groups to schools to jobs to sports, tele-
vision time, and travel agencies—not to mention political power—was divided up by reli-
gious/political orientation (Lorwin, 1971). These three subcultures consistently accounted
for more than 85% of the vote until the 1970s; they became known as the pillars of Dutch
society and government. As the intermarriage rate increased and residential segregation de-
clined, however, the system could not be fully maintained; some “depillarization” has oc-
curred, though much consensual bargaining persists (see chaps. 2 and 3). Joseph Houska
(1985) developed a 25-year time series (from 1946 to 1972) covering these rates and their
impact on all aspects of Dutch life. He found a steady erosion of subcultural segmentation
and a decrease in the loyalty and voting consistency among members of each bloc. Its or-
ganizational expression in party politics has been the merger of the Catholic Party with
several smaller Protestant parties in 1980. Its expression in industrial relations has been the
merger of the Catholic and Socialist labor federations into the Federation of Dutch Trade
Unions (FNV) in 1976. (Wolinetz, 1989, pp. 85, 87.) Intermarriage rates grew steadily from
1958 on—paralleling and perhaps causing this erosion (Houska, 1985, pp. 33 – 45). It is
likely that the increase in intermarriage and the decrease in residential segregation and in-
group friendships preceded the erosion of political loyalties, although Houska’s data cannot
pin this down.36

If assimilation and the breakdown of cultural segmentation gradually occur through in-
termarriage where, as in the Netherlands, social segregation was almost complete, it should
occur faster in the more open and fluid system of the United States, thereby complicating
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the task of those authorities in government and universities who want to allocate rewards
on the basis of descent. From the perspective of minority-group activists themselves, their
ethnic-racial-religious colleagues will decreasingly follow their lead.

In sum: Despite remaining differences in the quality of education, in the organization
and funding of higher education, and in the unionization and relative pay and prestige of
teachers, the rich democracies show pervasive and deep convergence in their education sys-
tems. Everywhere education has become the main channel for social mobility. In the face
of the pressure for absolute equality, higher education remains essentially meritocratic. Mass
education at every level necessitates a high degree of specialization and institutional strati-
fication; in modern society there is no alternative to the great diversity of curricula and
standards that we see before us. The three-tier system of California—120 community col-
leges, 24 state university campuses, and the nine-campus University of California—is the
epitome of this diversity and a great achievement in equality of opportunity. No rich de-
mocracy has yet reached California’s postsecondary enrollment ratio, but the twin trends
toward universality and specialization are unmistakable.

The Rise of the Media of 
Mass Communication and Entertainment

The media have become the victorious rival to education in hours of exposure and impact
on cognitive and social development of the young. The broadcast media especially have
become central to the leisure routines of everyone and central to election campaigns. Al-
though large national differences in media dominance of culture and politics persist because
of differences in the control, financing, and organization of the media, the differences have
recently diminished.

The national differences include marked contrasts in the role of public broadcasting
networks and their financial base (the license fee for a TV set in Japan and most of Eu-
rope buys a large public-interest presence) and related variation in cultural, educational, and
news content of television and radio, in hours of broadcasting (nonstop in the U.S.), and
in the amount and kind of advertising. Similar differences appear in restrictions on the
media role in campaigns; almost all rich democracies prohibit or limit paid political adver-
tising and have much shorter election campaigns than the U.S.; France even bans stage
props and other gimmicks. However, the recent commercialization of large segments of
broadcasting in several countries; the decline of license-fee revenue; the increase in cross-
national access that comes with the new cable and satellite technology and multichannel
expansion; the earlier development and technological edge of American producers of film,
television, music, and press services (AP and UP)—all of these combine to reduce the na-
tional differences. The cultural mission, assurance, and pride of public broadcasting au-
thorities in Europe are fading; the prestige newspapers are in some measure aping the
tabloids. The media are indeed becoming American.

The convergence within types of media and among rich democracies is generally to-
ward increasing media influence in culture and politics and in content, specifically toward
the American talk-show model. This is an area where convergence was slow or nonexis-
tent for most of the 20th century but has accelerated greatly in only the past generation or
two. Most of chapter 3 (Mass Society) attempts to explain both similarities and differences
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in media content and impact. It relates media impact to national variations in social par-
ticipation and civic engagement.

The Increasing Number and 
Perhaps Influence of Experts and Intellectuals

People of knowledge have always interacted with people of power, as Machiavelli’s classic,
The Prince, reminds us. But in modern society the demand for their services is more wide-
spread and their impact more obvious. Chapter 2, however, shows that types of political
economy powerfully shape the interplay of intellectuals and politicians. Corporatist democ-
racies encourage stronger links between knowledge and power—a dialectic of expertise, a
rational-responsible bias which itself is a force for accommodation among competing in-
terest groups. It is ironic that a general theory of postindustrialism accenting the rise of ex-
perts in command of theoretical knowledge (Bell, 1973 and chap. 4), derived largely from
U.S. data, applies least well to the United States and other decentralized and fragmented
political economies (Australia, UK, Canada, New Zealand) and best to such corporatist
democracies as Sweden, Norway, Austria, Belgium, the Netherlands, and Germany. In the
latter, experts and intellectuals are located in national policy networks of centralized labor
federations, employer federations, and at least moderately centralized governments with
effective channels for steady policy deliberation and implementation. Japan accomplishes
the same linkage of experts to policy without including labor. In contrast, while the United
States has an abundance of experts and intellectuals, their voices are typically cast to the
winds—or drowned out by the media noise; the relation of knowledge to power is erratic,
a factor in the wilder swings of policy, as in the frequent reversals of tax policy and wel-
fare policy in the U.S. and UK in recent decades.

Despite these differences, there is no doubt that rich countries have converged in the
trend toward increasing numbers of highly specialized experts and to a lesser extent in the
presence of many intellectuals. As Schumpeter foresaw, as modern societies expanded
higher education and became richer, they would as a by-product produce a great many in-
tellectuals who would become dedicated social critics of the very capitalist development
that financed them (1942, pp. 145 – 55)—a noneconomic aspect of creative destruction. I
shall return to the role of experts and intellectuals in chapters 2 and 4.

Social Stratification and Mobility37

There is solid evidence of convergence in the occupational composition of the labor force.
To a lesser extent some convergence occurs in industrial composition and even in some of
the ways work is organized and work incentives are structured. Figure 1.2 tracks the major
changes in the U.S. civilian labor force from 1910 (36 million at work or seeking work) to
1998 (130 million); it can be taken as typical of the trends in all very advanced industrial
societies. (Table 4.1 traces shifts in employment by industry sector 1920 to 1992 for seven
countries and is discussed in chapter 4’s evaluation of ideas about “postindustrialism.”) There
are some cross-national variations, but the changes in gross categories are convergent.

As a first cut, consider these massive changes in jobs. There was a drastic decline in
farm people and a steady increase of what used to be called the “new middle class“ of
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white-collar and professional and administrative employees (gains in clerical, sales, and pro-
fessional occupations were most rapid). Within the “professional, technical, and kindred”
category most of the growth came from newer professions (engineers, scientists, design-
ers) and a host of semiprofessional, semitechnical occupations. The second major trend has
been the growth in the proportion of “non-farm proprietors, managers, and officials,” es-
pecially since 1940. The more specialization the more need for general coordination. An
army of college-trained administrators, supervisors, troubleshooters and staff advisers
emerges to meet this need.

A third major shift has occurred within the manual worker and service category.38 The
“working class” has declined only slightly (from 48% in 1910 to 42% in 1988). It was down
to 39 percent in 1998. But there has been a dramatic shift in its occupational composition:
Unskilled laborers and the semiskilled (generally machine operators) dropped sharply while
skilled craft workers and repairmen grew slightly, then dropped slightly to 11% in 1998,
about the same proportion as 1910.

The net effect has been a general upgrading of the whole population, reflecting both
the average skill and educational level required. We can also say that in a gross sense there
is a trend toward a service economy, whatever that means. (Chap. 4 shows that it does not
mean much.)

Unskilled
12%

Operators
14%

Service
10%

Craftsmen,
foremen

12%
Proprietors,

officials,
managers

7%

Farm laborers,
foremen

13%

Farm owners,
managers

16%

Professionals
5%

Sales
5%Clerical

6%
Service

14%

Skilled craft
11%

Operators
6%

Transport
4%

Unskilled
4%Managers and

officials
14%

Farm
owners/laborers

2%

Technicians
3%

Professionals
16%

Sales
8%

Sales supervisors/
proprietors

4%

Clerical
14%

1910 (36 Million) 1998 (130 Million)

White Collar: 16%
Manual Labor and Services: 48%
Proprietors, Officials, and Managers: 7%
Farm: 29%

White Collar: 45%
Manual Labor and Services: 39%
Managers and Officials: 14%
Farm: 2%

Figure 1.2. United States civilian labor force, 1910-98
Sources: Data for 1910 converted for comparability by Palmer and Miller (1954). Data for March 1998 from U.S.
Department of Labor, Bureau of Labor Statistics. Employment and Earnings, April 1998, table 19. This analysis in-
cludes all those at work or seeking work, 16 years of age and over (14 years and over in 1910), and excludes the
armed forces.
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If we combine household income with these data on occupational status (the two tend
to be correlated in the range of .4 or .5), again confining ourselves to the United States,
we would arrive at a picture something like figure 1.3.

In this figure, the upper-middle class consists of people who exercise the authority of ex-
pertise or line authority or both. They have at least a college education, increasingly followed
by postgraduate degrees. If they are executives or officials, they have many subordinates; if
they own businesses, they have a large base of capital; if they are professionals, they are highly
trained. Their income puts them in the upper fifth or sixth of the income distribution. Some
of them become very rich. They experience little or no unemployment. The upper-middle
class in the past century has grown rapidly and is now about a fifth of the household distri-
bution.39 The lower-middle class consists of a mass of semitechnical, semiprofessional occupa-
tions (e.g., X-ray technician, laboratory technician), small entrepreneurs, clerks, cashiers, sales-
people, and nurses whose authority, if any, is limited; they generally provide the services in
government, private corporations, and the medical-industrial complex required by the upper-
middle class. School teachers’ status and relative income vary substantially across countries;
here they are at the top border of the lower-middle class. The upper-working class consists of
“manual workers” in the building trades, manufacturing, trucking, the printing trades, and
general maintenance and repair. In another phrasing they are craft workers, firstline supervi-
sors, and high-paid operatives (formerly labeled “semiskilled”). The lower class includes the

Percent of Households
$80,000 + = 18%

$50,000-$79,999 = 24%

= 24%$30,000-$49,999

Above Poverty Line but Below $30,000 =
20%

Below Poverty Line = 14%c Poverty Line = $16,036 
for a family of four

Median Household
Income = $35,172
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Social Class?
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Figure 1.3. Social classes and household income before taxes, 1996a

aSource: U.S. Bureau of the Census, Current Population Report 1996, Series p-60, No. 197, table 3, Series p-60, No.
198, Figure 1. Households include all families and unrelated individuals living in one residence.
bThe richest 1% of individuals have an annual income of over $229,000; they earn 16% of American income.
cFor a family of four. The line is $12,980 for a family of three, $10,360 for a couple, $7,740 for a single 
without children (Federal Register, v. 61, n. 43, March 1996, pp. 8286-8288).
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working poor—laborers, farm workers, and other low-paid manual workers and service work-
ers in every industry but especially in retail trades (e.g., food service workers, domestic work-
ers, watchmen, janitors)—as well as the nonworking poor (mainly women heading broken
homes, youths out of work and out of school, recent immigrants and those least-privileged
minorities discussed previously). �ural and small-town populations tend to be overrepresented
among the poor. The education level and quality gradient follows the social-class gradient,
with the lower-middle class increasingly having two or three years of part-college or post-
secondary vocational training; the upper-working class, high school plus apprentice training
or more recently part-college; and the lower class, as always, the least education.

The typical sociological layer cake in figure 1.3 captures common features of advanced
industrial societies for every stratum except the lower class; countries that have highly de-
veloped welfare states and well-financed social and labor policies (see Part II) have much
smaller poverty populations than the United States, and in income distribution, less distance
between rich and poor (see tables 8.4, 12.7, and 14.4). But there is no doubt that the
upper-middle class and lower-middle class have expanded greatly in all rich democracies
and that the upper-working class has at least held its own.

�esearch on stratification and mobility comprises about a third of published sociology.
From trends in occupation and income, social scientists have built elaborate theories of class
structure, class struggle, class consciousness, and class realignments. These ideas have shaped
the verbal environment of political leaders and rank-and-file alike. Think of the adoption of
social-class imagery in the recent rhetoric of political campaigns: from �ichard Nixon’s “silent
majority” in 1968 – 74 to Gary Hart’s yuppies to everyone’s favorite stratum today, the “mid-
dle class” (a term as vague in political debates as it was in the sociological debate). In many
a rich democracy in both academic journals and popular culture we hear discussions of the
affluent worker going middle class, with the result that the politics of moderation has seized
the minds of left and right alike; or conversely, the middle class is shrinking, the rich are get-
ting richer and the poor poorer and therefore politics, like the class structure, will become
more polarized. Accompanying all this is much talk of the high-tech society.

“Class” and “class conflict” are among the vaguest and most misleading concepts in so-
cial science. Whether we analyze class in Marxian or non-Marxian terms, a clearly defined
“middle class” and “working class” in the United States and increasingly in other rich
democracies no longer exist, if they ever did. What I wrote three decades ago is even more
valid today: “Much behavior and many attitudes said to be rooted in class are instead a mat-
ter of race, religion, ethnic origin, education, age, and stage in the family life cycle. Indeed,
almost any of these traditional groupings of the population display more homogeneity of
behavior and belief than ‘labor,’ if by the latter term we mean all manual workers or even
all union members.” (Wilensky, 1966a, pp. 12 – 13. Cf. 1961a, 1961b, 1961c, 1964c, and
1966b for elaboration and evidence. On family life cycle see chap. 4. For recent evidence
of the widespread reduction in the variance in party dealignment and political attitudes ex-
plained by “class,” see the 16-country study by Franklin, Mackie, and Valen, 1992, cover-
ing the late 1950s through the 1980s; and chap. 11 [Party Decline].)

The chief limitations of a stratification model of modern society are three. First, there is in-
creasing heterogeneity within each “class,” not only by the forms of social differentiation al-
ready mentioned (minority-group origin, education level and quality, age and life-cycle stage)
but also by economic position. The persistence, importance, and discrete social-

Wilensky_CH01  3/14/02  1:45 PM  Page 43



Paths of Development of �ich Democracies

44

political character of self-employment and its contrast with bureaucratic employment is a well-
established feature of modern societies. It is true that industrialization brought a sharp drop in
the self-employed, especially farmers. This continued throughout the 19th century (when the
self-employed in the U.S., Germany, and France as a percentage of the employed ranged be-
tween 60% and 40%) through 1970 when the figures were about 10% in the United States,
12% in Germany, and 16% in France. (Steinmetz and Wright, 1989, pp. 984 – 985.) The share
of both nonagricultural self-employment and total self-employment since the early seventies
has, however, either increased or stabilized in almost all rich democracies (OECD, 1998; Stein-
metz and Wright, 1989; Bechhofer and Elliot, 1981, pp. 201 – 202). The image of the small
family business or the solo entrepreneur as a fading phenomenon is misleading. Neither small
businesses (say, fewer than 20 employees) nor the self-employed are declining in modern so-
cieties; if anything they remain central to the politics and essential to the economies of rich
democracies. (On small business and self-employed in Japan see Calder, 1988, pp. 184, 200,
333 – 348; on France see Berger, 1981a, pp. 90 – 92, 96 – 98 and Keeler, 1987, pp. 267 – 274,
284, 288. On Italy, see Berger 1981b, pp. 81 – 82, 86. On the sociopolitical role of small busi-
ness see Berger and Piore, 1980, pp. 100 – 123. On Canada and the UK, see Bechhofer and
Eliot, 1981.) The national differences in the small-business and self-employment share—with
Italy, Belgium, New Zealand, Ireland, and France ranking high—can be explained not only by
a larger farm sector (Italy, Ireland, New Zealand), which should decline with further economic
growth, but also by policies favoring urban small businesses and self-employment: preferential
credit, tax, trade and distribution policies; special social-security arrangements; strict limits on
supermarket expansion, especially in Italy; the use of subsidies to encourage the unemployed
to start businesses; and the calculations of conservative governments that small business, if fa-
vored, will act as a shock absorber in downturns and a political counterweight to wage-earner
militancy. (Ibid.; and Meager, 1994.)

Because self-employment is spread throughout the system—for example, self-employed
craft workers, truck drivers in the upper-working class; small business entrepreneurs in the
lower-middle class; solo professionals, artists, and consultants in the upper-middle class; and
even struggling low-income immigrant entrepreneurs and marginal farmers among the
working poor—it is a major source of heterogeneity within each stratum. The self-
employed and small business entrepreneurs live in a world of frequent ups and downs, a
world of intense competition and unpredictability so extreme that it makes the rest of the
population look secure.40

That social and political heterogeneity marks every social class and that the self-
employed are part of this picture is illustrated by a detailed comparison of the work, leisure,
and politics of two groups within the same profession, all white men of the upper-middle
class, age 30 to 55, with at least an above-average income. As part of a larger study of the
Detroit metropolitan area, we interviewed all 107 lawyers fitting that description in the 19
largest firms in the Detroit area (10 or more partners and associates) and compared them
with a random sample of 100 solo lawyers. Table 1.1 shows some of the sharp differences
we uncovered (Ladinsky, 1963a, 1963b; Wilensky and Ladinsky, 1967).

These lawyers of the  upper-middle “class,” the most homogeneous of the census occu-
pational categories, lived in different worlds. Differences in parents’ entrepreneurship and
their religion and ethnicity are a clue to contrasting early socialization that led them to con-
trasting institutions for undergraduate education, future firm lawyers to selective liberal arts
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colleges, their solo brothers to lesser places. The contrast in religion is not merely that 7 in
10 of the firm lawyers are WASP compared with 31% of solo lawyers; the former were al-
most all brought up in high-status Protestant churches—Episcopalian, Presbyterian,
Congregational, Universalist-Unitarian; the latter were raised in lower-status Protestant
churches or were Jews or Catholics. Socialization in family and undergraduate education
led to contrasts in law-school quality and to the natural outcome—firm lawyers doing more
lucrative corporate, tax, patent, and marine law; solo lawyers putting in long hours in the

 . Big differences between two groups within one upper-middle class 
profession, lawyers*

*Data from the Detroit Metropolitan area, 1960. See text.
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dirty work of the bar (family law, injury or accident, immigration, repossession, and crimi-
nal cases). These contrasts, in turn, spilled over into leisure and politics: the firm lawyers were
concentrated in the posh suburb of Grosse Point where they hung out at the country club
with notable executives, lawyers, and physicians and became moderate �epublicans, almost
to a man; the solo lawyers’ homes were scattered about Detroit, they often had an ethnic
clientele, and they hung out in local bars or their offices and became liberal Democrats. In
short, “upper-middle class” captures very little of what was going on in the lives of these
men. With rising integration, gender equality, and intermarriage since the 1960s, there are
perhaps now fewer sharp contrasts in early socialization and a changed cast of characters. But
from our discussion of the quality of education and the distinctive character of self-
employment, it is likely that both men and women with different backgrounds and orien-
tations are still channeled into different law schools that feed the different patterns of work
of the bar.41

The second limitation of a stratification model is the emergence of a “middle mass”
brought about by the increasing similarity of behavior, attitudes, and lifestyles of the lower-
middle and upper-working classes and their increasing difference from college-educated
upper-middle strata above and the poor below (Wilensky, 1961a; 1975, pp. 116 – 118). By
the end of the 1980s, cross-national research on party decline and political behavior had
abundantly confirmed the declining significance of social class. Scattered data on tax revolts
and the rise of populist demagogues confirmed the idea of the revolt of the middle mass.
For instance, Perot voters in the United States in 1992 were concentrated in the lower-
middle and upper-working classes, as were voters for LePen in France, the Lega Lombarda
in Italy, and the xenophobic anti-immigrant parties in Germany, who evidence similar anx-
ieties and fears. While they share a common social base, such protest movements, of course,
are channeled differently in different types of political economy. National differences in the
mobilization of the middle mass in politics and culture will appear in several chapters, es-
pecially on tax-welfare backlash (chap. 10), party decline (chap. 11), protest movements
against immigrants (chap. 18), mayhem (chap. 14), and the welfare mess (chap. 8).

The third limitation is that the stratification model is weakened by the extraordinary so-
cial mobility of modern populations and the multiple ladders for status attainment up which
they can move or down which they can fall (Wilensky, 1966b). Sociologists have done
much careful work on intergenerational (father-son) occupational mobility (e.g., Blau and
Duncan, 1967; Featherman and Hauser, 1978) and similar research on worklife mobility, al-
though complete work histories are hard to come by, longitudinal data are scarce,42 and
cross-national data are even more scarce. The results add up to the following:

. During the past 50 to 100 years, intergenerational mobility has likely increased
because of the shifts in the occupational structure pictured in figure 1.2 (Gottschalk,
McLanahan, and Sandefur, 1994, p. 101). The prestige and skill of the average occupation
has gone up. Therefore the children of successive cohorts are doing work that in status
exceeds that of their parents and, indeed, is somewhat more pleasant. This shift, however,
is almost wholly due to the changes in occupations, not to any increased permeability of
the class lines. (�ogoff, 1953, and subsequent studies controlling for shifts in structure
demonstrate that although “classes” changed their relative size, they did not become
especially open.)
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. In the course of a 46-year worklife the average number of job changes may be as
much as a dozen, over half of which cross broad occupational categories—for example,
lower white collar to upper white collar, upper blue collar to lower white collar, low-
skilled to semiskilled, skilled worker to small entrepreneur. Again, most of these job shifts
are up, but a substantial percentage are down.43

. In distance moved, the typical change is short-step mobility: the carpenter’s ap-
prentice becomes the master carpenter, the semiskilled operative starts a small business or
becomes a firstline supervisor, the first lieutenant becomes a captain, the nurse becomes a
nurse-practitioner, the secretary becomes a paralegal or an office supervisor. And, of
course, the stably employed middle-level, middle-aged executive is “downsized” and
becomes an unstably employed salesperson or a self-employed consultant. And the skilled
steelworker is laid off and remains intermittently unemployed in lower-paid jobs.

. The best predictors of upward moves are seniority and education (see chap. 4 on
life cycle).

. When students of stratification have done multivariate studies of the effects of
“social class” and have disaggregated income, occupational status, and education, they
have generally found that education explains almost as much as the three variables com-
bined. In other words, when we speak of “class” and talk about its impact on a wide
range of behavior and attitudes, we might as well substitute the word education and con-
centrate on measuring its quality. And in defining the “middle mass” the most valid and
most accurate measure is the level and kind of education—those with high school or one
or two years of postsecondary education, usually vocational. Thus defined, the middle
mass was about 60% of the U.S. electorate in 1996—high-school graduates were 30% of
voters; “some college,” 29% (U.S. Bureau of the Census, 1998a, p. 34). For reasons al-
ready discussed, the importance of education in defining “class” and in determining life
chances is likely to be even more the case in the future.

The channels for mobility are multiplying as modernizing societies develop and as rich
countries become richer. If we wish to deal with the individual’s mobility experience as a
source of personal and social organization and change, we must bring into view all the or-
derly ladders that integrate and all the discontinuities that disrupt. They have been listed re-
peatedly in introductory texts: stratification by descent (religious, ethnic, and racial origin);
occupation; education; income; authority; residence, possessions, and leisure style. But system-
atic empirical studies of mobility give almost exclusive attention to “occupational mobility,”
including the shift from rural to urban economies and especially between the generations.

A discriminating analysis of mobility that fits the diversity of modern life and brings to
view the multiple moves of each person leads to a “consolation prize” theory of mobility.
For both society and the individual, the more education and income, the more urgent and
widespread are great expectations; but the more social differentiation, the more consolation
prizes for those who lose out. The ladders which a person can climb are sufficiently numer-
ous that falling behind on one or falling off another may neither cause an irrevocable loss of
social position nor yield much sense of deprivation. For instance, in my analysis of types of
mobility experience and aspirations of 1,354 men aged 21 – 55 in the Detroit metropolitan
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area in 1960 (Wilensky, 1966b) I found that intergenerational skidders—men whose occu-
pations rank below their fathers—tend to marry up. Men who achieve less education than
their fathers or stay on the same level tend to marry women with superior education from
families with occupational status higher than their own. Many skidders also marry up ethni-
cally. Other studies have reported a low to moderate correlation between income and occu-
pational prestige (about .4 in Duncan, Featherman, and Duncan, 1972, p. 38), reflecting such
cases as the high income of unionized garbage collectors and miners or the low income of
many unorganized teachers or child care workers—to which the brackets in figure 1.3 call
attention. Many also note the high income of some minority groups already discussed.44

Why are modern societies able to contain the political effects of even high rates of
downward mobility? In the typical case skidding is rationalized, often realistically, as a tem-
porary setback; in American data we usually find that skidders and fluctuators are more
like upwardly mobile than nonmobile men. Skidders tend to retain the values and practices
of the class or occupational group from which they slipped and to which they expect to
return.45 Perhaps this is the single best explanation for “working-class Tories”—that third
of manual workers in the United States who vote �epublican, the similar proportion of the
British working class who at times vote Conservative. Mobile workers moving in either di-
rection, along with other workers who escape from what is left of working-class culture in
spirit or practice, function to reduce working-class solidarity and social criticism from
below—and thereby slow down the push toward equality.

This mobility out of the working class is impressive even if we switch from an occupa-
tional definition to an income definition and concentrate on the poor. Two cross-national
studies are most relevant. The first, based on OECD data (OECD, 1996a, pp. 88 – 92), an-
alyzed changes in individual earnings from 1986 to 1991 in eight of our countries. In all
countries only a minority of those who were situated in the bottom earnings quintile were
still there in 1991. �oughly 1 in 5 of these low-paid workers had moved up at least two
quintiles, except for the United States where the figure is 1 in 10.46 In these eight rich
democracies, income mobility over five years was clearly substantial. The second study
(Duncan et al., 1991, appendix and table 1) focused on economic mobility among low-
income families with children in 7 of our 19 countries (circa mid-1980s)—Canada, France-
Lorraine, Ireland, the Netherlands, Sweden, West Germany, and the United States. It shows
that upward mobility was widespread and strikingly similar across countries. Using the bot-
tom decile of families—easily recognized as relatively very poor—the percentage of poor
becoming nonpoor ranged from about one in four to one in five. (The measure: of those
in the bottom decile in the first year of longitudinal surveys covering from two to eight
years, the percentage with incomes at least 20% above the bottom decile at the end of the
period. Family income was size-adjusted, annual post-tax post-transfer family cash income,
with minor exceptions.) Using the median size-adjusted income of the population, a looser
definition of poor and a higher definition of nonpoor, substantial upward mobility is again
evident, although here the Netherlands and Sweden were far ahead of the United States
and Canada (44% and 37% vs. 12% and 14%) with France, West Germany, and Ireland
about one in four. (The measure: of those with income less than 50% of the median, the
percentage who achieved an income greater than or equal to 60% of the median.) None
of this contradicts my previous picture of national and minority-group variation in eco-
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nomic ups and downs, cyclical variation, the incidence of poverty and near poverty, the du-
ration of poverty, the plight of single mothers, or the variations by type of political econ-
omy and related public policies—to which the rest of this book attests. But if we want to
get a grip on a significant feature of stratification systems of modern society, high rates of
mobility cannot be ignored. It is one reason for the surprising political quiescence of lower
strata in all rich democracies despite considerable insecurity if not chaos in their lives.

Although the prospects of individual mobility out of the working class and the experi-
ence of falling into it from above provide a powerful force for ideological heterogeneity
within each social class, the movement of groups may have a reverse effect. If an entire stra-
tum, craft, or profession is declining, there is more chance of unity in misery and a collec-
tive protest—scapegoating or lashing out against symbols of oppression. The tendency is
evident in the populism of family farmers facing corporate competitors or of grain grow-
ers dependent on banks and railroads, in the anti-Semitism of obsolescent craftsmen, in the
political extremism of small business entrepreneurs—the franchised dealer dependent on
the big-business supplier, the small manufacturer dependent on one corporate customer,
and the retail proprietor threatened by chain stores and discount houses.47 Such responses
are less likely and do not spread if they occur when the position of the group or stratum
is stable but the individual is threatened.

The most important qualification to my consolation-prize hypothesis concerns edu-
cation. If educational opportunity whets the appetite for a better life, but does not lead
to job opportunity and income, it serves less as a compensatory reward than as a source
of resentment. Thus, as their educational opportunities exceed their economic rewards
and living standards, many minorities become more militant (see chaps. 4 and 17). Edu-
cated whites already receive roughly congruent rewards, and their political discontents
are kept within manageable proportions; uneducated whites, if they are not lucky in the
labor market, at least have a chance to shuck off lower ethnic or religious origins or
marry up.

In measuring objective mobility as a source of social participation or civic engagement,
some indicators of mobility that are typically lumped together are in reality discrete. For in-
stance, direction and distance of movement in the worklife is not a good indicator of social
discontinuity; some upward moves, like some horizontal moves, are orderly—involving grad-
ual, predictable changes and anticipatory socialization—others are chaotic. “Instability” of job
holding (generally based on number of jobs or employers) is also independent of orderliness
in the job pattern. In analyzing types of mobility with an eye to their integrating or alienat-
ing effects, I compared men in the middle mass with two job patterns: the first, where jobs
are hierarchically arranged and funtionally related in a more or less predictable pattern, as in
the crafts, the established professions, the military, and the civil service; the second, where the
job history evidenced much chaos, where mobility, whether up, down, or across, is chaotic in
the sense that little can be predicted and jobs are unrelated in function and status (they are
often punctuated by several episodes of unemployment).48 These contrasting career patterns
crosscut social classes; they are strongly related to the person’s patterns of social participation
and attachment to or alienation from community and society (see chap. 3 [Mass Society]),
and consequently to the system outputs analyzed in Part III, especially chapter 11 (Party De-
cline), chapter 14 (Mayhem) and chapter 16 (Health Performance).
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Summary

A stratification model of modern society is limited in four ways: First, the increasing het-
erogeneity of behavior and orientation within each “class” means that differences within
classes are becoming greater than differences between them. Second, the emergence of the
“middle mass,” the blurring of class lines, makes such concepts as “working class” or “white
collar” decreasingly useful. Third, the great and possibly increasing social mobility of mod-
ern populations—the multiple ladders up which they can climb or fall off—adds to the
cultural heterogeneity of each stratum. Finally, the increasing importance of education as a
determinant of life chances means that when we measure social class by occupation, in-
come, and education and try to explain something by the combination “socioeconomic
status,” we might as well drop the (less reliable) indicators of income and occupational sta-
tus and concentrate on the level and quality of education.

Insofar as class categories remain at all useful, the line that divides stably employed, well-
educated, well-paid workers from the lower class is becoming more important than the split
between upper-working class and lower-middle class. Whether we are witnessing the em-
bourgeoisement of the workers or the sinking of the middle class into the proletariat, the top
of one and the bottom of the other seem to form a new middle mass, a population that
increasingly shares common values, beliefs, and tastes. While the lower-middle class and
upper-working class merge, the growing upper-middle widens its distance from the poor
and from the nonmobile parts of the middle mass. And the process goes on in every rich
country. What varies among rich democracies is the size and character of the poor (chaps.
8 and 14), the degree of income inequality, and the extent to which the privileges, com-
fort, superior education, economic security, challenging work and challenging leisure of the
college-educated upper-middle class have diffused downward to embrace substantial parts
of the middle mass. Of most political significance are contrasting patterns of social mobi-
lization and public policies that either exacerbate the restiveness of the middle mass or pro-
mote their solidarity with the poor (see chaps. 8 and 11).

To say “white collar” or “working class” or “middle class” is to obscure most of what is
central to the experience of the person and the structure of modern society. “Lawyer” and
“engineer” moves us closer to reality, for these workers develop quite different styles of life.
To say “independent entrepreneur” is to capture even more. And finally, to particularize the
matter with “solo lawyer” and “firm lawyer” is to take account of the sharp contrasts in re-
cruitment base (social origin, especially ethnicity, religion and race, and the quality of edu-
cation and professional training), type of work, career patterns, and rewards that divide the
two. Thus even the fifth of the labor force that fits “upper-middle class” is highly hetero-
geneous. In general, age, gender, and especially “socioeconomic status” are becoming far
weaker as predictors of social and political behavior, attitudes, and lifestyles than religion, eth-
nicity, and race, type of education, work, and career—variables that represent positions in es-
tablished, organized groups.

I have underscored the wondrous variety of meanings encompassed by “mobility,” both
intergenerational and worklife. In the past hundred years, because of convergent shifts in
technology and occupational structure and a concomitant net shift up in average occupa-
tional status, occupational mobility rates have probably increased in the currently rich coun-
tries. Because of the multiple ladders for mobility characteristic of modern society there are
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many possible consolation prizes for those who lose out on occupational or workplace lad-
ders—higher income in a lower-status job, entrepreneurship, intermarriage, horizontal shifts
to more pleasant work or work schedules, the cultivation of leisure. This helps to explain
why modern society is able to contain the disruptive effects of even high rates of down-
ward occupational mobility; it is a major source of the political quiescence of least-
privileged workers. What increasingly sorts out modern populations is whether their job
patterns fit the model of an orderly career or are chaotic. These patterns, which crosscut
social classes, are powerful sources of alienation or attachment, isolation or social participa-
tion, apathy or civic engagement.

Hours, Schedules, and the Organization of Work

Both convergence and divergence are evident in the hours and schedules of work, the locus
and incidence of industrial conflict, the spread of contingent labor, and the percentage of
the labor force experiencing rising insecurity. Conclusions about trends depend upon the
time period and the specific aspects of work we examine. This section also suggests that
the attempt to capture very recent trends with such phrases as “post-Fordist” production,
“flexible specialization,” or the “high-tech society” are misleading: the variations in the or-
ganization of work and occupational profiles within these gross categories impose severe
limits on their utility.

Hours of Work

There are many assertions that modern populations are withdrawing from work or aban-
doning the work ethic. In actual hours worked the picture is quite different. In an analysis
of the impact of economic level on hours of leisure, using both our surveys of the Detroit
area and archival data from Europe (Wilensky 1961c, 1966c), I showed that compared with
their urban counterparts of the 13th century, modern populations increased their annual
hours of work from the late Middle Ages until the mid– 19th century; only in the next cen-
tury did we return to the work schedules of medieval guildsmen. But work is today dis-
tributed very unevenly and perhaps increasingly unevenly as rich countries become richer.
In contemporary America in recent decades there has been a slow increase in long-hours
workers (percentage of workers working over 55 hours a week), an increase in moonlight-
ing from 5.3% of the labor force in 1970 to 6.2% in 1989 and an even larger increase in the
motive for it, and a soaring increase in work among women, both paid and household, while
increasing proportions of the population are condemned to forced leisure (both unemploy-
ment and short hours among those who want to work more) (Wilensky, 1961c, 1963, 1966c
and the preceding discussion of the aged and women). (For subsequent studies with similar
conclusions see Scitovsky, 1992, and Schor 1991.) In the absence of good comparable data
on the distribution of work and leisure by social class for our 19 rich democracies, we can
only speculate about whether the intensification of labor we see for the American college-
educated upper-middle class is a universal trend. Given some common trends in the occu-
pational structures of rich countries, I think it is a likely convergent tendency, whatever their
divergence in the average yearly total hours of work.

The return to 13th-century nonagricultural annual hours of work has been a common
trend among the currently rich democracies from the late 19th century through 1960—in
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the U.S. from about 3,000 average hours per worker in all industries in 1870 to about 1,800
hours in 1960 (Fitzgerald, 1996, p. 14). The downward trend has slowed up in the United
States while it continued in other countries. Are rich democracies converging in hours of
work? Even though they all share the 20th-century decrease in hours, big differences re-
main and there is some sign of recent divergence. �anking 11 countries for which we have
OECD data (Fitzgerald, 1996, table 3) from highest to lowest in annual hours per worker
in 1994 in manufacturing (where figures are a bit higher than hours for all industries), we
find strong contrasts by type of political economy. The top six are the USA (1,994 annual
hours), Japan (1,960 hours), Canada (1,898), the UK (1,824), Italy (1,804), and France
(1,638). Except for Italy five of the six are decentralized, fragmented political economies
with little left-labor power or they are corporatist-without-labor (France, Japan). The bot-
tom five—least working hours per year—are democratic corporatist: Norway (1,549), Ger-
many (1,541), Denmark (1,573), the Netherlands (1,599), and Sweden (1,627). But except
for Canada and the United States, they evidence substantial declines in hours from 1960 to
1994—from Germany’s drop of 27% to Italy’s drop of 12%. Comparing starting points with
the percentage declines 1960 – 1994 and leaving aside the North American exception
(most hours of work, little or no decline in hours), we get a hint of divergence. The aver-
age drop in annual hours for the four hardest-working countries is 16.3%; the average drop
for the leisured five is 21.5%.49 In other words, the leisure-rich countries are becoming
richer; the leisure-poor countries are becoming relatively poorer. As we shall see in the rest
of the book, the best explanation for these national differences in labor-market policies is
the power of labor unions and left parties to trade lower hours and other benefits for in-
dustrial peace, wage restraint, and pro-employer tax benefits through national corporatist
bargaining arrangements.

A similar instance of divergence based on national differences in left-labor power is ev-
ident in patterns of industrial conflict, although we can find signs of convergence as well.
Strike rates, for instance, vary greatly according to whether the locus of conflict is the local
industrial level or national politics (Hibbs, 1978), as in the tripartite bargaining arrange-
ments of corporatist democracies, which results in low strike rates (see chap. 12).Yet, even
here, some patterns of behavior are convergent. For instance, a finding that has stood up is
Kerr and Siegel’s discovery in their 1954 cross-national comparison of the interindustry
propensity to strike, that workers who are socially and geographically isolated from the con-
taining society and given unpleasant work to do—miners, longshoremen, loggers, lumber-
men, maritime workers—have relatively high strike rates whatever the political-cultural
context. If by technological and social change they become less isolated and their work im-
proves—the current case—their strike rates decline. In short, the total volume of strikes
varies by type of political economy, but occupational rates vary by the nature of the work
and hence the level of economic development. The impact of national variations in the in-
terplay of labor, management, and the state will be analyzed throughout the book.

Flexible Specialization?

A brief skeptical comment on two convergent trends said to characterize modern
economies—“flexible specialization” or “post-Fordist” methods of manufacturing (e.g., in
Japan or Central and Northwestern Italy) and the celebration or explosion of “high-tech”
jobs (e.g., in Silicon Valley)—can provide context for understanding what is new and what
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is not, what is dominant and what is not in the organization and character of work. These
phrases capture something of modern life—that batch production and craft production are
different from mass production; that worker involvement in production planning and pro-
cess can pay off in increased flexibility and productivity; that collegial forms of organiza-
tion blur the lines between management and the managed; that complex technologies are
knowledge based. But these insights are not especially new; they have been embedded in
industrial sociology for 50 years—in the accounts of craft and batch production and
schemes for worker participation of the past, in both human-paced and machine-paced jobs
(Stinchcombe, 1959; Wilensky, 1957, 1981b, pp. 246 – 255; Strauss, 1963, pp. 41 – 84; Strauss
and Sayles, 1967, chaps. 2 and 3). Most workplaces during the past hundred years have been
involved with batch production (which by its nature requires some flexible specialization),
not mass production.

Since Piore and Sabel’s The Second Industrial Divide: Possibilities for Prosperity (1984), the
spread of theories and research regarding “flexible specialization” has been more rapid than
the spread of its practices in modern political economies. Flexible specialization (FS) in
Piore and Sabel’s vision is a local development strategy of permanent innovation based on
multi-use equipment (e.g., versatile machine tools coordinated through complex comput-
erized controls); skilled adaptable workers; and the creation through politics of an indus-
trial community devoted to innovations where networks of socially embedded small firms
both compete and cooperate. They compete for contracts, but no one is left out com-
pletely. The industrial district and unions regulate competition so it does not result in a
downward spiral of wages and working conditions. Through cooperative arrangements
these small firms share the cost of purchasing materials, marketing regional products, and
�&D; they secure credit on favorable terms for their members; they supply semifinished
products whose manufacture permits economies of scale. Their culture of mutual trust is
fostered by ethnic, political, or religious ties of family and community. The competitive po-
sition of the network is strengthened through infrastructure investments by regional and
municipal governments, union-management cooperation, craft guilds and trade associations.

Beyond these regional conglomerates, FS occurs among groups of loosely federated,
large enterprises with mutual stockholdings and interlocking boards of directors, especially
enterprises with family ties, if not by blood then by corporate identity. A closely related
form of FS is also found among “solar firms” that hold smaller firms in steady supplier
orbit, as well as internally decentralized workshop factories. Toyota City is the epitome case
of both. Such firms, as MacDuffie and Kochan (1995, p. 150) suggest, reduce the technical
system’s ability to cope with problem conditions by minimizing buffers of all kinds: they
reduce slack, increase task interdependence through work teams, and raise the visibility of
problems. The aim is continuous improvement in process and product; the means is an ex-
pansion of human capabilities at every level so people become involved in the work pro-
cess and can deal with problem conditions. These solar firms typically treat external sup-
pliers as collaborators instead of subordinates. They seek subcontractors’ advice on design
and production problems and develop long-term relationships with them. The most-
celebrated cases labeled FS include the Uddevalla and Kalmar plants of Volvo; the Toyota-
GM joint venture, the New United Motor Manufacturing, Inc. (NUMMI) in Fremont,
California; the metalworking firms in industrial districts of Emilia-�omagna in Italy (Carpi,
Modena, Bologna, �eggio-Emilia); Benetton in the Veneto region around Venice (Benet-
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ton manufactures brightly colored sweaters, T-shirts, and jeans with retail outlets in 79
countries); and Prato, an industrial district north of Florence (8,000 tiny producers of
woolen textiles).

In contrast, “Fordist” or mass-production firms aim to achieve economies of scale
through long runs of standardized products based on a mass of semiskilled workers whose
involvement in the work process is minimal. To protect against potential disruptions such
as sales fluctuations, supply interruptions, equipment breakdowns, and product defects, they
rely on the technical system—extra inventories, repair space, big inspection departments at
the end of the line—rather than human adaptability. In such cases the “just-in-time” in-
ventory system and the quick model changes typical of Japanese large-scale industry would
be difficult to implement both because the strong focus on quality and continuous im-
provement is absent and because suppliers dependent on the solar firms are treated like sub-
ordinates and sweated, with no long-term commitments to their survival.

Piore and Sabel (1984, pp. 251 – 265) argue that in the absence of a global Keynesian-
ism that expands mass demand, rich countries cannot overcome the saturation of markets
for standardized products. Nor can they compete with low-wage countries on labor costs
using “Fordist” methods. So they must seek comparative advantage from product quality,
flexibility, innovation, and product differentiation, all of which require heavy investment
in a high-quality labor force and stable relationships with suppliers and sales people. In
short, they must take what Bennett Harrison (1994) calls “the high road” (see chap. 17
[Globalization]).50

Because there are few clear applications of FS outside of the exemplar firms, and because
Fordism itself is a stereotype, researchers who look for FS have been forced to invent new
labels—“post-Fordism,” “decentralized Fordism,” “concentration of control without cen-
tralization,” “lean production,” “democratic Taylorism,” “after lean production,” “high-trust,
high-skill” organization. Mario �egini (1995), comparing firms in France, Germany, Italy,
and Spain, notes six types of competitive strategy and their associated human resource prac-
tices obscured by the labels “Fordist” versus “post-Fordist”: “Fordist” and “neo-Fordist”
(both common in Catalonia); traditional small firms (Catalonia); “diversified quality pro-
duction” (predominant in Baden-Württemberg); “flexible mass production” (predominant
in the �hone-Alps, common in Lombardia); and “flexible specialization” (Lombardia). At
various times during the 1970s and 1980s, all of these strategies have resulted in sustained
periods of economic success, which suggests that there are many roads to high-performance
workplaces.

Other researchers have noted great national contrasts between the Japanese model of
“lean production” and the German/Scandinavian models, all labeled FS. For example, cham-
pions of the lean production model (Womack, Jones, and �oos, 1990) believe that organi-
zational learning—and hence survival in a competitive world—is best served by a system of
specialized tasks supplemented by modest doses of job rotation and great discipline in the
definition and implementation of detailed work procedures (Adler and Cole, 1993, p. 85).
This prevails in Toyota in Japan and its joint venture with GM, NUMMI in California.
Champions of the German/Scandinavian work reform movement, in contrast, believe that
organizational learning and adaptability are best served by a craftlike work process that gives
work teams much autonomy in planning, organizing, and carrying out their tasks. The as-
sembly line is abolished. Status barriers between managers and workers are reduced. The
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work cycle, which can be a few seconds in a Toyota plant (not much different from old-
fashioned Fordist assembly lines) is greatly lengthened to as much as two hours. This human
relations strategy was most evident in Volvo’s Uddevalla plant and its famous Kalmar plant
before they were shut down in the early 1990s. Such self-management cases are a bold at-
tempt to democratize and humanize the workplace. (Cf. Adler and Cole, 1993; MacDuffie
and Kochan, 1995; Kochan, Lansbury, and MacDuffie, 1997a, 1997b.)51

That these national differences in the technical and social organization of work extend
widely is shown by comparisons of industrial strategies in OECD countries (Vickery and
Wurzburg, 1996) and by a large-scale survey of management and labor strategies in the
world auto industry that covers 90 assembly plants representing 24 producers in 16 coun-
tries (Kochan, Lansbury, and MacDuffie, 1997a, 1997b). They demonstrate that national
political and economic contexts shape enterprise responses to technological change and in-
tensified competition. OECD studies (Vickery and Wurzburg, 1996) suggest that three pat-
terns have emerged. The first, market-driven, is typically found in firms of North Amer-
ica, Australia, and New Zealand—the least-corporatist democracies. These firms aim at
short-run returns and adapt to change by shedding fixed assets through takeovers and di-
vestments. Workforce adaptation is achieved by invoking the right to hire and fire at will,
by reducing union and government barriers to managerial autonomy on labor issues, and
by keeping labor costs down. They rely mainly on external labor markets and invest rela-
tively little in employee training and career development. The second approach is typically
found among corporatist democracies, especially in German industrial firms, in varying de-
grees in Nordic countries, Belgium, Netherlands, and perhaps France. This approach relies
on negotiation with employees, various suppliers, customers, and the government to achieve
consensus. More firms in these countries approximate the Swedish model of FS. The third
approach is also consensual but is centered in the firm. Japan is the epitome case. Large
business conglomerates focus on developing technology and market share rather than on
short-term financial performance. Labor adaptability is achieved through heavy investment
in a broad base of general abilities throughout society (e.g., a demanding K– 12 curricu-
lum), and through continual on-the-job training made possible by job security in large
firms and reliance on internal labor markets. (Chapter 2 discusses types of political econ-
omy that parallel these three approaches.)

The comparison of managerial strategies in auto plants provides abundant empirical
evidence confirming and elaborating these broad strategies within one highly studied sec-
tor (MacDuffie and Pil, 1997; Kochan, Lansbury, and MacDuffie, 1997b). This MIT study
shows considerable national variation in measures of employment practices associated with
lean production—measures of worker participation and involvement in the work process
and of pay and job security. In 1993 – 94, auto producers in North America scored low-
est on such practices as teamworking, job rotation, training, and pay for learning and/or
performance. Japanese and Korean producers scored highest. Producers in Europe and to
some extent Australia fell in between. The researchers conclude that among rich democ-
racies the interaction of management and union strategies explains most of the national
variation in lean production. Where labor is weak ( Japan and Anglo-American countries,
except Australia), management strategy is most important. Where labor is strong and has
a history of involvement in work organization (e.g., Sweden, Germany), the negotiated
adaptations to change are more democratic (e.g., the election of team leaders). (For fur-

Wilensky_CH01  3/14/02  1:45 PM  Page 55



Paths of Development of �ich Democracies

56

ther comparative evidence that national variations in labor policies and modes of interest
representation are more important in shaping workplace practices and industrial relations
than characteristics of industrial sectors, see Turner, 1991; and Keenoy, 1995, and citations
therein.)

The closer we come to intensive case studies of workplaces, the more variation within
each sector and each nation we uncover. For instance, within Sweden, even after the shut-
down of Volvo’s experimental plants in Kalmar and Uddevalla, there remain significant dif-
ferences between Volvo plants and Saab plants; the latter look more like Japanese lean pro-
duction than the former (Brulin and Nilsson, 1997). Adler and Cole (1993, pp. 92 – 93)
similarly note substantial differences in the nature of lean production at Toyota City and
that at Nissan’s newer Kyushu production plant; the latter is a bit closer to the Swedish
model, though these researchers argue that Volvo, Toyota, NUMMI, and Nissan are all
moving closer together in their behavior.

With all this diversity in workplace organization, is there any sign of convergence as
competitive pressures mount? Insofar as some version of FS exists, what is common to the
firms that have successfully implemented it for substantial periods is a modified form of
lean production—something between the Swedish experiments and Toyota City. Robert
Cole (1996) provides a suggestive analysis of these common (and possibly convergent?)
characteristics. He argues that despite some differences between the Japanese and the so-
called Scandinavian/German models, the latter have absorbed from Japan or have arrived
independently at the following interrelated features of Japanese lean production, features
that simultaneously provide a performance advantage and enhance worker morale:

. A strong accent on an integrated approach to quality, cost, and delivery.

. A very strong focus on quality.

. A strategy for rapid model introduction or quick product modification in response to
shifting demand.

. Implementation of just-in-time inventory control—the elimination of buffers of all
kinds discussed earlier.

. Supplier partnership and adoption of a tier system. The core factories purchase support-
ing business services in transport, cleaning, and manufactures; they develop interfirm link-
ages by subcontracting parts, components, or services that are part of the final products.
The first tier is a network of small to midsized firms that work closely with core factories
at the top; the numerous lower-tier suppliers are typically small and highly specialized.52

. Dependence on problem-solving teams and their involvement in managerial and
supervising decisions.

. A heavy investment in human resources, which is essential for the effective use of new
technology—pay for individual worker skills, pay for learning new skills, job rotation for
multiskill development, quality circles, an accent on continuing education, training, and
career development. All this blurs horizontal and vertical differences in tasks and status.

. The application of a philosophy of continuous improvement of the work process. In-
centives for product and process improvement (e.g., gains sharing). The system alternates
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between experiments with procedural change and careful standardization and wide diffu-
sion of each improved method—yielding a steady stream of incremental advances.

This form of lean production appears most often in manufacturing—especially in auto as-
sembly plants and electronics—and finance (banks, brokers, insurance companies). As I
have suggested, strong union participation in continual negotiations makes it more effec-
tive and sustainable. Clearly, the success of NUMMI, the joint venture of GM and Toyota
in Fremont, California, owes much to this union involvement. �egarding suppliers, the tier
system can remain a stable network of mutual cooperation or degenerate into a subcon-
tracting system of low-wage, part-time, no-benefits workers employed by subcontractors,
themselves highly unstable, who are pressed to cheat on social security and other taxes 
and evade minimum-wage and safety laws. That low road is not prevalent in Toyota
(Nishiguchi, 1994) but has developed in the celebrated flexible manufacturing district dom-
inated by Benetton in Italy (Harrison, 1994, p. 89).

There is insufficient comparative evidence to know how widespread the modified form
of lean production is and whether rich democracies are converging in this aspect of work
organization. OECD (Vickery and Wurzburg, 1996, p. 17) estimates that an approximation
to FS has been adopted by about a quarter of larger enterprises in the more-advanced in-
dustrial countries in sectors most exposed to heightened competition and in firms as di-
verse as Coca-Cola, �enault, Motorola, and the leading banks.

The Spread of Contingent Labor

If flexible specialization is not new, if it comes in many forms and covers only a small por-
tion of the labor force, and if several of the celebrated cases have disappeared, there is one
major shift that is new (at least in degree) and is very likely convergent—the spread of
“contingent labor,” part-time, temporary, or subcontracted workers in both services and
manufacturing. The United States, Canada, and Australia lead the way in this high-
turnover, low-training job creation, but other rich democracies are also moving in this di-
rection (Wilensky, 1992b). The trend may reduce labor costs, enhance management flexi-
bility, and increase choice for some workers. But at the same time it increases the risk of
job and benefit losses and decreases investment in human capital. It is a new source of in-
security and instability—not confined to low-paid, low-skilled workers—that will play out
in the politics of labor and public policy. Those countries that resist the trend will have an
edge in both long-run productivity and social consensus. While downsizing, outsourcing,
and workplace restructuring encourage this trend everywhere, the legal and industrial re-
lations context varies among nations and creates different national responses. This may be
a trend like total hours of work—moving in the same direction but because of labor-left
resistance both to long hours and contingent labor, divergent in the speed of change and
hence the portion of the labor force affected.

Is Modern Society “High-Tech”?

The current obsession with “high-tech” jobs and the image of the “high-tech society” run
up against uncomfortable facts about where people work and what occupations are growing
fastest. “High-tech jobs” generally connotes something new that requires substantial upgrad-
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ing of knowledge and skills. The United States is said to be the leader in high-tech products
and services—especially if we include military �&D—or it is at least one of the top three or
four if we do not. This is symbolized by high-growth centers such as Silicon Valley (Califor-
nia), �oute 128 (Boston-Cambridge), the �esearch Triangle Park (North Carolina), and fed-
eral facilities in space and defense around Cape Canaveral (Florida), Huntsville (Alabama), and
Oak �idge (Tennessee). �ecent trends in occupational structure in the U.S., then, might be
taken as a sign of things to come if the high-tech society is more than an illusion. But con-
sider the 10 largest detailed job categories in 1983 that also grew substantially from 1983 to
1997. They are, in descending order of employment in 1983, sales supervisors and proprietors;
truck drivers; janitors and cleaners; cashiers; cooks; sales representatives (commodities except
retail);53 registered nurses; elementary school teachers; nursing aides, orderlies, and attendants;
and carpenters. Waiters and waitresses would make the top 10 list (about 1.4 million) but grew
only 1%. Each of the 10 began the period with more than about 1.2 million employed. Not
one is high-tech. Together these 10 categories added 6.49 million jobs 1983 – 1997 and em-
ployed 23,723,000 people by 1997. Or take another cut at reality: Of the 16 fastest-growing
occupations for the same period only one—computer systems analysts and scientists—was un-
ambiguously high-tech (960,000 jobs added). More ambiguously we might add “management
analyst” (255,000 added), and even “securities and financial services sales” (217,000 added).
These three added only 1,432,000 jobs over the 14 years, bringing their total 1997 employ-
ment to a mere 2,054,000, 1.59% of the total employed. (My calculations are from U.S. De-
partment of Labor, January 1998, table 11; January 1984, table 22.) In short, statistically speak-
ing, modern society remains “low-tech” or “no-tech” in the experience of vast majorities,
whatever the privileged position and power of highly trained elites.54

No comparable detailed labor-force data are readily available for many rich democra-
cies. If we examine gross categories such as those from OECD Labor Force Statistics, we find
gross similarities in the percentage of employment in industry or services (with Germany,
Austria, and Switzerland having an edge in “industry,” North America in “services”).
Comparing five of our rich democracies, John Myles (1991) found that the richest four
(Canada, USA, Sweden, Norway) are similar in the proportion employed in goods pro-
duction, distributive services, and public administration, but sharply different in business ser-
vices (financial, legal, and clerical), where the USA and Canada have about twice the per-
centage of Sweden and Norway, and health, education, and welfare (where welfare-state
leaders employ many more than the USA and Canada). Chapter 4 returns to these trends
in industrial structure. Despite these data limitations, the likely convergent trends in gen-
eral occupational structure and stratification, discussed earlier, suggest that the U.S. profile—
excluding the very rich and the poor—is not exceptional. Whatever the impressive 
contribution of high-tech industries (computers, software, drugs, medical instruments,
telecommunications, aerospace, etc.) to the GDP or productivity of rich democracies, the
modern labor force as a whole remains low-tech or no-tech. Many high-tech consumer
products are made with low-tech methods. And truck drivers, janitors, short-order cooks,
or nursing aides in Silicon Valley are like their counterparts in central Chicago.

Are the Rise in Unconventional Schedules and Unstable Careers American Peculiarities?

A consequence of the changing occupational structure and the emergence of contingent labor
is an increase in unconventional schedules of work. A thorough study of nonstandard days of
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work (e.g., Sunday, Saturday, variable) and nonstandard hours of work (evening, night, irreg-
ular) in the United States by Harriet Presser (1995, 1997) shows an extraordinary concen-
tration in the fast-growing occupations discussed previously. She defines standard hours as
working fixed-day schedules the week before the survey interview. All others—fixed evening,
fixed night, irregular day, irregular evening or night, irregular (no hours given), and rotating
shifts—are nonstandard. The percentage of employed adults with nonstandard work sched-
ules in 1991 was a whopping 42.1. By 1997 the figure had risen to 44.6% (Presser, 1999, p.
1778). Such schedules are pervasive throughout the occupational structure but are concen-
trated in parts of the service sector, and especially in growing occupations. Consider the per-
centage of adults with nonstandard schedules who were employed in 1991 in the 10 occu-
pations with the largest projected absolute job growth 1994 – 2005 (Presser and Cox, 1997,
p. 33, table 5). Eight of the 10 are very high in nonstandard schedules. They range from about
9 in 10 of waiters and waitresses and home health aides to 6 in 10 of the janitors and clean-
ers, with cashiers, salespersons, registered nurses, guards, and nursing aides, orderlies and at-
tendants in the middle of that range. The two exceptions in the top 10 big-growth categories
are systems analysts (only 18% nonstandard) and general managers and top executives (41%).
Who works in such schedules and why? Seven of the top 10 growth occupations are dis-
proportionately female. Job characteristics (e.g., the evening and weekend hours required in
retailing or 24-hour hospital and nursing care) are stronger determinants than are character-
istics of the employee, although least-educated women, including single mothers, are dispro-
portionately represented in occupations characterized by unconventional schedules. Presser
shows that least-educated single mothers work such schedules much more for labor-market
reasons—they have no other options—than for personal reasons such as a desire for flexible
hours to care for parents or children (ibid., p. 29). Among men, high rates appear in all the
previously listed occupations, plus technical and related support occupations and, for nonday
work only, operators, fabricators, and laborers—except those in construction where daylight
is needed (Presser, 1995, p. 588, table 3). The health consequences of deviant schedules in-
clude sleep disturbances, gastrointestinal disorders, and chronic malaise; the social conse-
quences include increased family breakups.55

These somewhat chaotic schedules are matched by the newer unstable careers of college-
educated executives, engineers, and middle managers, which combine both unconventional
schedules and contingent labor. In the United States, because of the increase in divestitures,
mergers, acquisitions, joint ventures, joint research or marketing agreements, and a change
in top managers’ personnel policies, there has recently been an acceleration of corporate and
even government downsizing, outsourcing, and subcontracting. Consequently, we see an in-
creasing percentage of college graduates who are not employees of large, complex organiza-
tions; they are contractors, consultants, part-timers, and “temps,” often constituting a service
network of itinerant executives, engineers, and consultants. Corporations increasingly out-
source information systems, maintenance, housekeeping, data processing, and even business
management. Frequently they lay off in-house staff and executives who had expected life-
time careers and replace them with younger, cheaper workers or hire them back as tempo-
rary workers with no job security or benefits, and often at less pay. A joke in Silicon Valley
regarding these high-tech nomads: “What does CIO (Chief Information Officer) stand
for?” Answer: “Career Is Over.” Peter Drucker notes that the number of temporary em-
ployment agencies in the United States doubled in only five years—from 3,500 in 1989 to
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7,000 in 1994 (Wall Street Journal, March 29, 1995). Many of these “new-age nomads,” es-
pecially specialists in computer software applications, make very big fees, at least for a time.
But most, especially the older (40s, 50s) consultants, have joined the ranks of the downwardly
mobile in a growing Darwinian market (Wall Street Journal, August 19, 1996).

Again no comparable data are available to test the idea that other rich democracies are
moving toward the American pattern of work. However, we would expect countries with
the largest service sectors (USA, UK, Canada) to have the highest rates of workers in non-
standard schedules. If there is convergence of other countries toward social, personal, and dis-
tributive services as a share of total employment, there will be convergence in both contin-
gent labor and unconventional schedules—or at least parallel development. (See table 4.1 and
discussion of industrial trends in chap. 4.) And if European business enterprises continue their
trend toward downsizing and subcontracting, then their college-educated employees will in-
creasingly join their American counterparts—a growing minority in unstable careers. But nu-
merous counterpressures in Europe should at minimum slow down any trend in this direc-
tion: the much greater unionization of service occupations; labor laws restricting weekend
work and even evening hours; restrictions on employers’ autonomy to fire at will; the higher
wages, restrictive entry rules, and subsidies of small retail businesses common in Japan, Italy,
France, and Austria that block the low wages, frequent startups, and high bankruptcy rates of
distributive services in the United States. Countries that avoid the high rates of solo-mother
poverty characteristic of the USA, Australia, Canada, and Ireland (table 8.4) will also retard
the trend. If there is movement in the Anglo-American direction, it will not be speedy.

Summary

With continuing industrialization, the aspects of work organization that are most conver-
gent are hours and schedules of work and the spread of contingent labor. Total annual hours
of work declined from the late 19th century until about 1960, a trend that has continued
in all rich democracies since then. Diverse rates of decline, however, and an American ex-
ception, yield a hint of divergence since 1960: the leisure-rich countries, largely corporatist
democracies, are becoming relatively richer; the leisure-poor countries are becoming
poorer. Within countries, the uneven distribution of work is reflected in an intensification
of labor among highly educated professionals and executives in great demand; they repre-
sent a slowly growing percentage of the labor force working at least 55 hours a week, put-
ting distance between themselves and the rest of the population not only in income and
knowledge but in amount of work.

High levels of economic development and related changes in the occupational and in-
dustrial composition of the labor force result in two areas of convergence: the gradual
spread of nonstandard schedules of work, especially among women; and the substantial and
rapid growth of contingent labor in both manufacturing and services and at every status
level—part-time, temporary, or subcontracted work. While these trends are not a strictly
new source of insecurity, they are now more widespread.

Within a context of convergence toward lower annual hours, unconventional schedules,
intensification of work at the upper levels, and contingent labor at every level, the speed of
change is shaped by left-labor power and public policies that flow from national bargain-
ing arrangements discussed in chapter 2 (see figure 2.1). �emaining national differences are
therefore substantial.
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�egarding industrial conflict: There has been a postwar divergence in the total volume
of strikes (e.g., in person-days lost). The more consensual democracies evidenced a rapid
decline in strike rates, however measured. Among the decentralized and fragmented
democracies these rates fluctuated around a high level or declined more slowly. The pres-
ence of a strong Communist party with a class-struggle ideology in Italy, France, and Fin-
land fostered high strike rates for several decades, adding to cross-national divergence. What
convergence we see is in the locus of intense industrial conflict within all democracies in
occupations and industries where work is hot, heavy, dirty, or dangerous (or all of the these)
and workers are segregated socially and geographically, as in mining or longshoring. As
changes in technologies, organizations, and labor laws both reduced the harshness of the
work and desegregated the workers, those occupational strike rates everywhere declined.

Modern society is said to be a “high-tech society.” Detailed analysis of recent trends in
occupations in the United States, however, suggests caution. Plainly, for vast majorities work
is low-tech or no-tech. If I am right about the common trends in occupational and in-
dustrial structure, the American trend is what we would find if we had comparable data
for all 19 of our rich democracies, despite some differences in the international division of
labor (e.g., Germany and Switzerland with larger manufacturing sectors than the U.S.).

Finally, the endless diversity in the technical and social organization of work, as well as
managerial strategies and government regulations make it very difficult to uncover any gen-
eral trends in workplace structures, convergent or not. Clearly such labels as “Fordist” and
“post-Fordist” or “flexible specialization” obscure more than they reveal. Some clues point
to a modest spread of various versions of Japanese “lean production” as a strategy to im-
prove both productivity and worker morale in a few large, highly competitive manufac-
turing firms, especially in auto and electronics, and among some financial services providers.
Whether that strategy takes the high road or degenerates into excessive stress for the bod-
ies and minds of workers in the core workplaces and a bevy of dependent sweatshops
among suppliers depends on managerial strategies and the strength of countervailing forces,
principally labor federations, center-left parties, and government policies. (Chap. 17 returns
to this issue.) And whether lean production is possible at all and how far it spreads depends
on the general level of knowledge, discipline, and skill of management and the labor force
necessary for its successful implementation. In any case, some version of lean production
covers only a small percentage of any modern labor force.

The Welfare State

Convergence theory is a powerful explanation of levels of aggregate social expenditure on
pensions, death benefits, and disability insurance; health insurance; education; family poli-
cies; job injury insurance; unemployment insurance and related labor-market policies; war
victims benefits; and miscellaneous aid to the poor. Over the past century or so, as rich
countries got richer they all instituted seven or eight clusters of social policies as a matter
of social right, not charity. �egime type and social mobilization (e.g., the spread of the fran-
chise and party politics) better explain the timing of initiation of welfare-state programs in
industrial societies from Bismarck to World War I, but once in place these programs ex-
pand and converge. �emaining differences in program content, generosity, administration,
and political and economic impact can be explained by the interaction of electoral systems,
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cumulative Catholic party power, and to a lesser extent, left party power, which are the
main determinants of corporatist bargaining arrangements; in turn, type of political econ-
omy (corporatist, corporatist-without-labor, and fragmented and decentralized) explains
policy and political responses and real welfare outputs, including national differences in the
rate of poverty and inequality. Chapter 2 and Part II cover all of this in detail.

Is There Any Convergence in the Polity?

Given the contrast between authoritarian, totalitarian, and democratic regimes and the va-
riety within each type, the polity at first glance may be the area of least convergence; a high
level of economic development may not be a decisive determinant of political systems. But
the areas of most convergence—increased family breakup and gender equality, the push for
equality among minority groups, the rise of mass higher education, the increasing number
of intellectuals and experts, changes in social stratification, mobility, and the organization of
work, and rising social expenditures and taxes to finance them—may very well foster some
convergence in politics.

What dimensions of political life converge with continuing industrialization? Several
propositions can be supported, though they are quite general and it is easy to find excep-
tions: Economic development at high levels is correlated with a decline in collective politi-
cal violence; a decline in coercion as a means of rule and an increase in persuasion and ma-
nipulation; an increase in pluralism, and, less surely, an increase in democracy. All democracies
are market oriented, though all market-oriented political economies are not democracies.56

Decline in Collective Political Violence

It is well established that economic development at the level of our rich democracies brings
a sharp decline in internal collective political violence, and even a decline in the intensity
of peaceful demonstrations. The most extensive analysis of this relationship covers the ex-
tent and intensity of civil conflict at three levels of economic development in 87 countries
(Gurr, 1979a, table 2.5, p. 62). Two dimensions of overt conflict were measured: “Protest”
refers to conflicts over limited issues and usually takes the form of political strikes, demon-
strations, and riots; “rebellion” refers to struggles over basic issues and typically takes the
form of coups, plots, terrorism, and guerrilla and civil war (ibid., pp. 50 – 51). A third mea-
sure is deaths from such conflicts. The findings: Conflict deaths per 10 million population
in 1961 – 65 correlates –.55 with GNP per capita: the richest countries had a median death
rate of 0.4; medium development, 31; low economic level, 400. The correlation of per
capita GNP and person-days of civil conflicts is weaker, –.42: the richest countries exhib-
ited a median person-days in protest and rebellion of 680 per 100,000 population; average
development, a median of 2500; low development, 22,500. In short, the higher the stan-
dard of living, the less deadly and extensive is civil conflict.

If we examine a larger number of countries, take account of broad types of political
regime, and confine the outcome to civil violence, we learn more about this relationship.

Table 1.2 shows the effect of four levels of industrialization and four types of politi-
cal regime on civil violence. Total magnitude of civil violence (TMCV) is an aggregate
measure of the pervasiveness, duration, and intensity of turmoil (e.g., violent demonstra-
tions, riots); conspiracies (e.g., violent mutinous coups); and internal war (e.g., guerrilla
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warfare, civil war, large-scale terrorism) in 119 countries during the three years 1961 – 63
(Gurr and �uttenberg, 1969, pp. 30 – 34). Table 1.2 uncovers a curvilinear relationship
between economic level and collective political violence, an inverted-U shape. The 29
most violent countries are poor but not the poorest; they have begun a process of in-
dustrialization. Somewhat less violent are countries at very low and medium levels of de-
velopment. And, again the 29 richest countries are by far the least violent. The old idea
that political violence and labor protest intensifies during the painful transformation of
early industrialization from rural to urban, from peasant to dependent industrial or ser-
vice worker (Wilensky and Lebeaux, 1958, pp. 49 – 89) is confirmed by this table. The
second finding is that at low levels of development personal dictatorships and modern-
izing oligarchies alike provoke the most civil violence. In contrast, the 21 pluralist
regimes and the 8 Communist regimes at relatively high levels of economic development
yield the very least civil violence. Three forces are at work among the richer countries.
Pluralist and democratic systems channel mass grievances and group protest into elec-
toral politics while delivering abundant material benefits; Communist or other centrist
authoritarian regimes could keep the lid on for decades by comprehensive agencies of
political and social control, including one-party domination of secret police, armed
forces, mass media, schools, and workplaces.57

 . Affluence and pluralism reduce civil violence, 119 countries, 1961 – 63.
Authoritarian regimes at low to medium economic levels have the highest rates of violence.

aFrom Gurr and �uttenberg (1969), pp. 22, 202 – 207, whose label for democratic or pluralist is “poly-
archic”; for authoritarian communist or Leninist is “centrist”; for authoritarian personalist (or patrimonial
or clientelistic) is “personalist.” Their “elitist” at the time meant oligarchical modernizing elites in South-
east Asia and all but a few new African states. Obviously these regime types are gross; but for the purpose
at hand, adequate.

bA unidimensional “technological development” scale that corresponds roughly to per capita income
in U.S. dollars for 1958 (Gurr and �uttenberg, 1969), pp. 28, 154 – 55, 202 – 207.

c“Total Magnitude of Civil Violence” 1961 – 63 average (for countries in each cell of the table) calcu-
lated from Gurr and �uttenberg (1969), pp. 38 – 42.
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However, modern populations cannot be governed mainly by coercion. At high lev-
els of economic development, persuasion and manipulation become more prominent.
Many writers, shocked by the barbarity of the Stalinist and Nazi regimes, have general-
ized a vocabulary appropriate to a single country or, as in the Nazi case, momentous but
brief historical episodes and have thereby missed the main trend. As I suggested in 1964,

The limits of terror have been encountered by every totalitarian elite committed to
economic progress [and military power]. Even the most monolithic regimes are forced
to supplement coercion with persuasion and manipulation, and to attend to problems
of morale and motivation. This is especially true when they confront skilled workers at
every level, including cultural elites, and is most evident when persons in these cate-
gories are in short supply. The argument is both familiar and accurate: some tasks
cannot be mastered without the development of more-or-less autonomous groups—
crafts, professions, scientific disciplines, and other private enclaves. Such groups cultivate
technique and celebrate it, motivate disciplined work, provide stable careers and profes-
sional conviviality. The arts and sciences that flourished in the Soviet Union were not
merely those which were politically safe; they were the ones which prior to the rise of
Bolshevism were characterized by a high degree of skill and organization and either an
aristocratic tradition (music, the ballet) or a tradition of intellectual achievement
(mathematics, linguistics).58 In short, the necessity of mobilizing social support for the
performance of complex tasks sets practical limits on the baiting of intellectuals and
professionals” and to the reliance on coercion. (Wilensky, 1964a, pp. 177 – 178)

Examining the same 1960s data on civil violence in 18 of our rich democracies vary-
ing from the least rich, Israel and Ireland, to the richest, the United States and Switzer-
land, I find no relationship between per capita GNP and Gurr’s civil violence index (most
of them score 0). Finally, collective political violence is unrelated to homicide rates and
other indicators of mayhem analyzed in chapter 14, where we see big differences among
equally rich democracies, explained by types of political economy.

Democracy and Markets

Students of comparative politics have established that all democracies have market
economies. Historically, liberal constitutional systems—the United States, Britain, France—
were established mainly to win and protect private property, free enterprise, free contract,
and residential and occupational choice against government restrictions, not to achieve
broad popular participation in governance. In the development of the older democracies
this emphasis on liberty to engage in trade was more prominent than the idea of equality
of participation in selecting leaders. (Lindblom, 1977, pp. 161 – 169; Dahl, 1989.) The ex-
pansion of civil liberties, the suffrage, and the rule of law in these countries was preceded
or at least accompanied by the expansion of institutions supporting free markets. But while
all democracies are market oriented, all market economies are not democracies. For in-
stance, in periods following World War II, South Korea, Taiwan, Chile,Yugoslavia, Spain,
Portugal, and Argentina were authoritarian and market oriented. However, because all our
currently rich democracies have market economies and they did not all start that way a
century or so ago, we can say that this is an area of convergence. That does not say much,
though, because market-oriented democracies vary greatly in the institutions in which mar-
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kets are embedded—in the legal, political, economic, and social context in which finance,
industry, labor, the professions, agencies of the executive, the judiciary, and the legislative
interact and shape market transactions. The rest of this book spells out these varied con-
texts for economic activity.

Economic Development and Democracy

The interplay between modernization, markets, and democracy is complex and clearly does
not reflect any straight-line trend. Today if we take Freedom House’s rating system for civil
liberties and political rights, generally degrees of democracy (Gastil, 1989), there is a .8
probability that a randomly selected rich country is judged “free” (rather than “partly free”
or “not free”). But historically, as Huntington (1991) notes, democracy advanced in waves
from the early 19th century till now, each wave followed by reversals and new gains. Some-
times the reversals were drastic. Thus several of the worst cases of totalitarian or fascist rule
emerged in relatively advanced industrializing societies—Hitler’s Germany (12 years), Mus-
solini’s Italy (22 years), Austria, Czechoslovakia, Hirohito’s Japan. Happily, both for dem-
ocratic values and convergence theory, each reversal did not undo all previous gains: the net
number of democracies by Huntington’s reckoning went from zero before 1828 to 59 in
1990. Are they all rich or near-rich? No, because that includes poor Bangladesh, India,
Costa �ica, Uruguay, and Botswana. But clearly the central tendency is for successfully in-
dustrializing countries to become more pluralistic and even more democratic as they be-
come wealthier—as we can see from the cases of South Korea, Taiwan, Chile, Mexico, and
South Africa. These countries may represent the threshold beyond which changing social
structures rooted in industrialization strongly favor pluralism. Among the relevant changes
are those discussed throughout the chapter: growing middle and upper-middle strata, ac-
commodation of the minority-group thrust for equality, mobility out of the working class,
the rise of professionals and experts, the growth of the welfare state, and the spread of com-
merce and industry. Why commerce? An old idea with substantial truth is that business
executives do not want to kill you; they extend not swords or guns but contracts. They
want to do business, make a deal; and for that they need a rule of law, a requisite for both
economic development and democracy.

Whatever the intermediate links between economic level and democracy, the two are
strongly correlated. As of 1990 the number of countries with below-$2,000 per capita
GNP (1987 figures) that had sustained democracy at least a few years was only 15. The
number below $1,000 was only 10; the number under $500, only four (India, Pakistan,
Nigeria, and Sudan)—and the last three had reverted to military rule. (Huntington, 1991,
p. 272.) Put another way, why did some 30 countries in the 1970s and 1980s with author-
itarian regimes—but not about 100 other authoritarian regimes—shift to democratic pol-
itics? Confining ourselves only to their levels of affluence in 1976 and tracing their trajec-
tories up to 1989, the most frequent democratic transitions appear to be at an average to
above-average per capita GNP of $1,000 to $3,000. Only about a third of the 97 countries
classified as authoritarian in 1976 (Huntington, 1991, table 2.1, p. 62) had democratized
and/or liberalized by 1989. But a breakdown by economic level excluding countries al-
ready democratic by 1974 shows that only 6% of those starting the period with a per capita
income of less than $250 made the transition; 29%, between $250-$1,000; 76%,
$1,000 –$3,000. Thus, the authoritarian countries more or less successfully making the
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move to democracy were overwhelmingly middle income moving toward upper-middle.
(A study of 131 nations based on annual observations, 1972 – 1989, using a pooled time-
series analysis and 22 measures of degrees of democracy, pins down the strong causal rela-
tionship; it very likely runs from economic development to democracy, not the other way
round. See Burkhart and Lewis-Beck, 1994; cf. Diamond, 1992, pp. 451 – 466.)

Level of economic development and its structural and demographic correlates help ex-
plain why democratic regimes in Greece, Portugal, and Spain by the 1980s and the Czech
�epublic, the former East Germany, and Hungary by the late 1990s successfully consoli-
dated after their authoritarian regimes collapsed and why the transition to democracy has
been so problematic in the less-developed countries of Central and Latin America (except
for Uruguay) and even worse in the poorer countries of Eastern and Southeastern Europe,
including �omania, Bulgaria, Albania, and Serbia.

Ethnic warfare can further complicate the democratic transition, as it has in the former states
of the USS� and Yugoslavia, both of which also delivered drastic declines in standards of liv-
ing. Consistent with convergence theory, however, it is the less-developed countries in which
ethnic conflict is most virulent and violent. Such violence is most frequent and most destruc-
tive in nonrich regions of the world where feeble authoritarian regimes face ethnonational re-
bellions (�iggs, 1995; Gurr, 1993a). We have seen this manic nationalism in violent move-
ments for self-determination in Bosnia, Georgia, �wanda, and Haiti. In the postwar period we
have seen also the slaughter of such minorities as the Ibo of Nigeria; the overseas Chinese of
Indonesia, and, recently, the Kosovar Albanians in Yugoslavia. In the early 1990s there were
about 120 shooting wars going on in the world, 90 of which involved states that were at-
tempting to suppress ethnic minorities (Maybury-Lewis, 1993, p. 57). None were among our
rich democracies. In fact, economic development at above-average levels and democratization
together always channel such movements into nonviolent politics. One reason for this is that
weak states at a low level of economic development find it difficult to redistribute resources
to pacify potentially violent ethnic protesters. �ich democracies, in contrast, as the rest of this
book shows, have both economic strength and a high degree of legitimacy—resources to use
for any aspect of social peace. As Lijphart suggests (1984), dominant “majorities” in democ-
racies do this by sharing power (coalitions), dispersing power (bicameralism, multiparty sys-
tems), distributing power more fairly (proportional representation in its various forms; see chap.
2), delegating power (federalism), and limiting power formally (minority veto). The mix of
these electoral and constitutional arrangements varies, but all modern democracies have found
ways toward minority/majority accommodation. Some form of affirmative action in assign-
ment of jobs, political positions, or college admissions is also common, although specific gov-
ernment policies vary. Finally, an obvious and well-traveled road to social peace is expansion
of the franchise and a well-developed, universalistic welfare state (see Part II).

�esearch on the breakdown or emergence or consolidation of democracy is beyond the
scope of this book. Scholars analyzing lengthy lists of conditions favorable to the democratic
transition include Huntington, who lists 27 economic, social, political, and cultural causes
(1991, pp. 37–38); Diamandouros, Puhle, and Gunther (1995); Diamandouros and Gunther
(1995); Lipset (1960, pp. 45–76; 1994); Przeworski (1991); Moore (1966a); Stephens (1989);
Tarrow (1995); Weiner (1987); Di Palma (1990); O’Donnell and Schmitter (1986); O’Don-
nell, Schmitter, and Whitehead (1986); Diamond (1992); Linz and Stepan (1996); and a se-
ries of volumes on Asia, Latin America, and Africa edited by Diamond, Linz, and Lipset
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(1988–1990). None of these scholars fail to note the crucial importance of economic level
or material conditions for the emergence and the consolidation of democracy. However, they
all offer a catalogue of noneconomic determinants. To explain 20th-century democratic
transitions, this list includes the character of the prior regime, especially the following:

. The extent of liberalization. All four of the southern European countries that
became democracies (Italy, Greece, Portugal, Spain) had parliamentary institutions during
the mid to late 19th century and, except for Portugal, experimented with democracy in
the early 20th century.

. The duration of the nondemocratic regime. Duration of the Colonels’ regime in
Greece was seven years versus almost half a century in Portugal. Democratic consolida-
tion was fast for Greece, slow for Portugal.

. The penetration of the old regime into society, which is related to the degree of
toleration of economic, social, and cultural pluralism. In the last 20 years of Franco’s au-
thoritarian rule, there was considerable pluralism. Even fascist Italy tolerated considerable
institutional independence of the army, monarchy, and church. These cases experienced a
smoother path to the consolidation of democracy. Contrast the totalitarian legacies of the
USS�, Eastern Europe and the brutal personal dictatorship of �omania’s Ceausescu, and
some similar regimes of the Caribbean and Central America. They typically combined
long duration, deep penetration of society, and lower degrees of pluralism. The result: a
weak civil society that makes the democratic transition difficult and uncertain.59

. The role of the military. Important in the consolidation of democracy is whether
the outgoing military has penetrated civilian leadership of the nondemocratic regime and,
if so, it is induced through negotiations to stand aside during the democratic transition.
The presence or absence of such negotiations is especially prominent in explaining out-
comes in Latin America.

The comparative analysis of democratic breakdown and continuity during periods before
World War II has shown that the structure and ideology of the main groups in the agri-
cultural economy and the structure and ideology of the urban labor movement shape polit-
ical coalitions that either subvert or strengthen democracy. From the last third of the 19th
century to the Great Depression, as socioeconomic development proceeded and the fran-
chise spread in Europe and North America, labor and agricultural interests organized po-
litically. Land tenure arrangements appear to be crucial in the subsequent interaction be-
tween farmers and farm labor and urban labor—in whether the politics of extremism or of
moderation prevailed. National differences in that interaction help to explain drastically 
different political responses in the interwar years and the Depression: the United States coped
with crisis by choosing FD� and the New Deal while Scandinavia, Belgium, the Nether-
lands, and France responded with the ascendance of social democracy or alternating center-
left and center-right governments for the rest of the century. In contrast, Germany reacted
with Hitler’s totalitarian regime and the Holocaust while others reacted with some form of
authoritarianism (Italy, Portugal, Spain, Austria). Among the many historical-structural lega-
cies that shaped these responses in the first group was the presence of numerous free farm-
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ers who owned and worked their own land—some poor, some not, but all independent.
The agricultural sector in the countries where democracy collapsed was instead dominated
by a politically powerful landed elite allied with independent farmers, urban entrepreneurs,
and the state in combat with a peasant proletariat allied with a class-conscious, radical urban
left. Agriculture was labor intensive and labor repressive. The crucial point is that in the
continuously democratic countries when urban labor leaders and rising socialist parties con-
fronted the need for allies to achieve a majority in competitive politics and when they
reached out to the agricultural sector in which a majority worked, they encountered almost
no powerful landlords with large estates but plenty of self-employed, independent farmers
unresponsive to revolutionary appeals; they moved to the center-left, often forming farmer-
labor coalitions. In the countries experiencing the breakdown of democracy, when labor
leaders and socialist parties reached out for allies they found a large rural proletariat (mi-
grant laborers, tenant farmers), many of whom were responsive to syndicalist or radical so-
cialist ideas; they moved toward revolutionary rhetoric and militant action. The political ex-
tremism of a revolutionary left confronting a repressive right, scaring the “middle class,” was
antithetical to the accommodations and coalition-building that favor democratic continuity.
However oversimplified this illustration may be, it gives a sense of the complex literature on
how economic organization shapes democratic consolidation or breakdown among coun-
tries at similar levels of socioeconomic development (see especially Stephens, 1989; and
�ueschemeyer, Stephens, and Stephens, 1992).

The safest conclusion supporting convergence theory is that economic development at
fairly high levels and the related trends discussed in this chapter foster increased pluralism.
With still further economic development pluralism facilitates the emergence and consoli-
dation of democracy. But a host of other forces, of uncertain relative importance, determine
the strength and composition of antidemocratic and prodemocratic coalitions and hence
the specific trajectory and speed of the outcome.

A Postscript on Economic Development and Income Inequality

Is there any sign of convergence either in world income distribution or in the distribution
of income within rich countries? It depends on whether we deal with intercountry in-
equality or intracountry inequality and whether the period is 200 or 30 to 40 years. There
is broad agreement that over the long haul—from the late 18th century through much of
the 20th century—income disparities among nations greatly increased. Average incomes
per capita at the beginning of that period in the richest nations were something like four
times greater than those in the poorest nations; today that disparity is about 30 times the
poor-country average—$18,000 versus $600 (Summers et al., 1994). In worldwide per-
spective the story is one of unequivocal divergence. The rich got richer; the poor relatively
poorer.

There is much dispute about what has happened since World War II: Some studies con-
clude that in recent decades there has been a reversal in the trend toward either some con-
vergence or parallel development; other studies say that national incomes continue to di-
verge (the latter include “dependency theorists”). The contradictory findings are mainly
due to differences in measures of average per capita income and of inequality and in
whether size of population is considered (Firebaugh, 1999). Continued divergence is typ-
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ically found when per capita income is measured by constant U.S. dollars (market prices)
and when tiny countries (Luxembourg, Iceland) are given the same weight as the United
States, China, and India. When we compare 120 countries with huge disparities, however,
we must recognize that official exchange-rate income distorts the real situation for a vast
majority of them because little of what is produced in poor countries is traded interna-
tionally. Even among rich countries there can be short-run currency distortions.

As Firebaugh (1999) shows in a careful review of evidence, if instead we use estimates
of per capita income based on purchasing-power parity (PPP) and control for population
size, intercountry inequality (by four different measures) declined modestly from 1965 to
1989. Among 120 nations, the less-developed countries have been slowly catching up to
the rich countries. Firebaugh shows that although both the faster economic growth rates
of rich countries and the age structure of poor countries (the swelling of the nonworking
young population) boosted inequality in recent decades, the slowdown in rich-country
growth has offset the trend. And most important, he finds that the effect of differential rates
of population growth overwhelms the effect of internal policies shaping economic growth:
Examining the effect of big countries on world inequality and giving them proper weight
reveals counteracting tendencies. Since 1960 “the inequality-enhancing effects of rapid
growth in Japan and sluggish economic growth in India were blunted by the inequality-
reducing effects of rapid economic growth in China and slower-than-world average pop-
ulation and economic growth in the United States . . . ” (ibid., p. 1623). In short, in recent
decades a century of divergence has given way to a small convergence, if inequality among
all the people of the world is at issue. When the dependency ratios of developing coun-
tries become more favorable (their baby boomers start working and their fertility rates de-
cline) while the dependency ratios of rich countries deteriorate (as their population ages),
the new trend toward income equality may continue or at least not reverse. Of course,
much depends on the political stability of the developing nations, discussed earlier; and this,
in turn, depends on what they do about their physical and social infrastructures and their
labor markets to accommodate an abundance of urban workers.

If we concentrate on the currently rich democracies of my study, it is easy to show re-
cent convergence in national per capita income. Whether we use market exchange rates
or purchasing-power parities the distance between the least rich and the most rich has
been declining at least since 1960. For instance, using real per capita income in 1990 U.S.
dollars and price levels, the 1960 range among 18 rich democracies (data for Israel are
missing) went from Switzerland’s $23,250 to Ireland’s $5,641; the average for the lowest
four (Ireland, Japan, Italy, Austria) was $7,461; the 1960 average for the richest four
(Switzerland, Sweden, USA, Denmark) was $17,058—a ratio of 2.29. The 1996 range
went from Norway’s $39,806 to New Zealand’s $16,823. The 1996 average for the low-
est four (New Zealand, UK, Ireland, Australia) was $20,848; the 1996 average for the
richest four (Norway, Switzerland, Denmark, Sweden) was $35,931—a reduced ratio of
1.72. (Based on Mishel, Bernstein, and Schmitt, 1999, table 8.1 using OECD data.) The
same trend toward convergence in standard of living is evident if we switch to per capita
income using purchasing-power-parity exchange rates 1960 – 96 (1996 dollars) for the 13
of our rich democracies for which data are available. The 1960 range went from the USA’s
$13,797 to Japan’s $4,508. The average for the bottom four ( Japan, Italy, Austria, Nor-
way) was $6,971; the average for the top four (USA, West Germany, UK, Canada) was
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$10,814—a ratio of 1.55. The 1996 average for the lowest four (UK, Sweden, Italy,
France) was $19,758; the 1996 average for the top four (USA, Norway, Japan, W. Ger-
many) was $24,866—a reduced ratio of 1.26. (Based on ibid., table 8.2, using BLS data.)
In other words, no matter how we measure per capita GDP, the story is one of conver-
gence in riches. As rich countries get richer, the distance between the most rich and least
rich diminishes.

Convergence in affluence says nothing about the distribution of income and wealth
within equally rich democracies or their poverty rates. Because inequalities of income and
wealth are heavily shaped by type of political economy and because they are best consid-
ered in relation to system outcomes, they will be discussed in chapters 2 (Types of Politi-
cal Economy), 8 (The Welfare Mess), 12 (Economic Performance), 14 (Mayhem), 16
(Health Performance), and 18 (Policy Implications). The story is one of recent trends to-
ward inequality from a base of great disparity among rich democracies, contrasts rooted in
different types of political economy (see tables 8.4, 10.4, and 14.4). After a long-run in-
crease in income equality and a slight increase in wealth equality that accompanied con-
tinuing industrialization, the trend changed after the mid-1970s. In almost all of our cases
for which data are available there has recently been increased inequality of income and great
increases in inequality of wealth—again from a disparate base. So whether there is conver-
gence on some dimensions of inequality or not, momentous national differences remain
and they make a difference in system outputs.

Conclusion

Convergence theory has a lot going for it. As our 19 rich democracies got richer and
passed the threshold of development they all reached by the mid-20th-century they devel-
oped several structural similarities. Ignoring differences in timing and occasional exceptions
and short-cycle variations already discussed, and concentrating on the amount, pace, and
direction of change, they all converged in nine dimensions of modern society:

1. Changes in kinship systems and household composition and associated political
demands. Declining birthrates, increasing labor-force participation of women. Increased
family breakup. Much change over two centuries, accelerating after about a third to a
half of all women are in nondomestic work. (The causal sequence is summarized in
figure 1.1.)

2. The push for equality among minority groups and the increasing openness of
modern governments to minority-group claims and demands. Much change over at least a
century, accelerating during and after World War II. Discrimination on the basis of race,
ethnicity, religion, language, gender, sexual preference, and physical disability has every-
where declined. Despite the occasional resurgence of minority-group militancy—leaving
the mistaken impression of the Balkanization of modern societies—the main story is the
increasing structural and cultural integration of minority groups, even those based on race.
The climb in intermarriage rates fosters some merger of values and tastes. A recent con-
vergence in social heterogeneity rooted in a revival of massive migration of economic and
political refugees moves all rich democracies toward the American multicultural model.
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But as governments respond to the demand for gender equality, the rich democracies
move toward the Swedish model, however varied their specific policies. The one excep-
tion to the rule of reduced discrimination is the aged. Although they have benefited
greatly from the welfare state, the aged comprise the only minority group that has experi-
enced an increase in job discrimination. This is reflected in a century-long decline in the
age of exit from the labor force, most of it a matter of system pressure, not uncoerced
choice.

3. Facilitating the considerable achievement of minority-group equality and the
great changes in women’s roles and family structure is the increasing equality of edu-
cational opportunity, especially the spread of mass higher education. All industrial
societies began a modest expansion of opportunities for secondary school and univer-
sity education by World War I. With some variation in timing—the welfare-state
leaders tend to lag in the expansion of higher education—they all increased postsec-
ondary enrollment ratios at a fairly rapid rate since the early 1960s. As rich countries
become richer and mass higher education spreads, however, quality variations within
the same level of education become increasingly important. For mass education neces-
sitates a huge diversity of schools, colleges, universities, and vocational training insti-
tutes to accommodate a great variety of people and meet the intensified demand for
skilled labor. The resulting specialization and institutional stratification of modern
educational systems means that the higher-quality, resource-rich schools and colleges
recruit and graduate people whose abilities, motivation, and information give them a
competitive advantage over people with identical formal levels of education. This
growth in quality variation helps to explain why the basic relations of social origin
(i.e., education of parents), school completion, and occupational fate did not change
much in most of our rich democracies during the 20th century, despite expanded
educational opportunities for vast majorities.

For more than a century education has been the main channel for upward mobility in
occupation, income, and social status. The ambivalent mass demand for some combina-
tion of absolute equality and equality of opportunity—which often takes the form of
demands for affirmative action or quotas for those groups presumed to be deprived—has
had little effect on the essential character of higher education. Colleges and universities
remain meritocratic, very much attuned to the demands of the economy, and quite voca-
tional in emphasis. Education for alert citizenship and critical thought, for making moral
judgments, for the pursuit of wisdom, for the enhancement of capacities of appreciation
and performance in the arts, for broader understanding of the individual in society—all
tend to take second place. The United States has no doubt established a long-term lead
in postsecondary enrollment ratios, but all rich democracies now share the twin trends
toward specialization and universality in higher education.

4. The convergence of rich democracies toward the American model is evident not
only in mass higher education but also in the increased influence of the media of mass
communication and entertainment in politics and culture. Despite national differences in
the control, financing, and organization of the media, which persisted for decades, there
is an unmistakable, recent and swift convergence toward the commercialization and pri-
vatization of public broadcasting with a concomitant but somewhat slower shift toward
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American style and content—increasingly competitive, frantic, sensational, negative, afac-
tual, aggressively interpretive, and anti-institutional. This talk-show style has itself become
dominant in American print and broadcasting media only in the last 30 or so years. In
political campaigns, however, convergence toward the American model is quite slow;
strong parties, government-assured access to television and radio for parties and candi-
dates, restrictions on ads and the length of campaigns, as well as well-financed year-round
public broadcasting news coverage are counterpressures. Chapters 3 and 11 explain these
trends and the national similarities and differences in media behavior.

5. Over the long run, modern societies converge in the increased number and labor-
force percentage of experts and intellectuals. Their influence in public policy, however,
varies by type of political economy in which they work.

6. Continuing industrialization shapes social stratification (the “class” structure) and
mobility in several ways: It blurs older class lines; it creates increasing social, cultural, and
political heterogeneity within each social class such that internal differences within classes
become greater than differences between them; and it fosters the emergence of a politi-
cally restive “middle mass” (upper-working class, lower-middle class) whose behavior,
values, beliefs, and tastes increasingly differ from those of the privileged college-educated
upper-middle class and the very rich above them and the poor below. Increasing mobility,
both intergenerational and worklife (a product mainly of technological change and shifts
in occupations), add to the heterogeneity of social classes. At every level the mobile popu-
lation and those with mobility aspirations contrast sharply with the nonmobile population
at the same SES. A little-studied but momentous difference even within the mobile pop-
ulation is the contrasting behavior and orientation of those with orderly careers and those
with chaotic job patterns, a difference unrelated to SES. Finally the persistence and even
slight growth in the urban self-employed portion of the labor force—people who live in a
separate world—adds another source of heterogeneity within each “class.”

In short, because of convergence in mass education and occupational structure and
related increases in mobility among all rich democracies, because of multiple ladders for
achieving income, status, or power, almost any major source of social differentiation—
ethnicity, race, religion, the quality and type of education, work and career, stage in the
family life cycle—explains more of the behavior of modern populations than social class,
however measured.

7. The organization of work, with all its variety within and across nations, is still an
area of convergence. Continuing industrialization brought a steady decline in annual
average hours of work from the late 19th century up to about 1960 with a divergence
since then as the leisure-rich countries got richer and the leisure-poor became poorer.
Within nations the uneven distribution of work increased in recent decades; the most-
educated groups intensified their labor, the rest of the population typically continued to
reduce average annual hours, or suffered forced leisure. There has recently been a gradual
spread of nonstandard schedules of work, especially among women; and a sizable, rapid
growth of contingent labor—part-time, temporary, or subcontracted work—a source of
widespread insecurity.

As for modern society becoming a “high-tech” society, evaluation of occupational
trends shows that the vast majority of modern populations work in low-tech or no-tech
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jobs and that almost all of the large and fastest-growing occupations are anything but
high-tech. Similar skepticism is appropriate for the idea that modern societies are moving
away from “Fordist” production toward “flexible specialization.” Insofar as we have any
comparative data, they suggest a great variety of organizational forms within each of
these categories. There may be a modest trend among a few large manufacturing firms
exposed to the most intense competition and some financial service providers toward a
modified form of lean production epitomized by Toyota and its joint venture with GM,
NUMMI. But as yet this covers only a small portion of any modern labor force.

8. For more than a century there has been gradual institutionalization of the social
programs comprising the welfare state. Part II specifies exactly what has converged, what
diverges, and what explains the remaining differences.

9. As a consequence of all of the preceding there are a few aspects of political sys-
tems that are common to all rich democracies. After a rise in civil violence at very early
levels of economic development, there has been a steady decline. �ich democracies have
a very low level of internal collective political violence. Although specific paths of devel-
opment vary and reversals occur, we can say that economic development at a high level
fosters pluralism, and at very high levels of development pluralism is typically transformed
into democracy. All rich democracies are market oriented, whatever the causal order. All
19 of the rich countries in this study are market-oriented pluralist democracies with little
civil violence.

Throughout this chapter I have noted substantial differences among equally rich democ-
racies in the speed and amount of change, the limitations of cross-national data, and ex-
ceptions to convergence theory. The rest of Part I deals with theories that explain re-
maining differences among our 19 highly developed democracies, with special attention to
types of political economy, mass-based political parties, electoral systems and constitutions,
patterns of social participation and mass media behavior, and civic engagement.

Notes

1. Industrialization is not identical with urbanization; cities were known long before modern in-
dustry emerged. But every highly industrialized society is also highly urbanized. The widespread
dominance of the metropolis would not be possible without the widespread use of high-energy tech-
nology. In this book, when I speak of “urban industrial society” or “modern society” I refer neither
to a society that has only a few urban communities nor to cities at a low level of economic devel-
opment. Nonindustrial cities like Peiping in China, Cairo in Egypt, Poona in India, and �angoon in
Burma, however large, do not make these nations “urban-industrial societies.” The proportion of ur-
banites in these societies relative to the peasant population is still small, because of rural fertility rates
and limited economic development (Dogan and Kasarda, 1988).

2. Students of modern society are often so impressed with the recent pace of change that they
feel compelled to use such words as “unprecedented” and to search for new labels—“postindustrial,”
“postmaterialist,” “postmodern.” They should resist the compulsion. It is doubtful that the past 30 or
40 years evidence a greater pace of change than that of the late 19th century or periods of recurrent
plagues and upheavals of still earlier centuries.

Wilensky_CH01  3/14/02  1:45 PM  Page 73



Paths of Development of �ich Democracies

74

3. This section is based on a lecture presented at Oxford University, England, March, 1988; it 
elaborates and updates themes in Wilensky, 1981b. I am indebted to Eugene A. Hammel for criti-
cal comments.

4. In 1955 Japan, in the third quartile of affluence, ranked average among the 34 countries in
percentage of women in the nonagricultural labor force (20%) (Wilensky, 1968, p. 237). As Davis in-
dicates, Japan’s early 1980s rate of participation of married women in the nonagricultural labor force
was about where the U.S. rate was in the 1950s (1984, p. 404).

5. For a detailed discussion of the structural and cultural correlates of economic growth that fos-
ter urban labor-force participation by women, see Wilensky and Lebeaux, 1958, chapters 2 – 5, esp.
pp. 63 – 74, 78 – 83.

6. A national household survey of divorce and cohabitation in the United States (Bumpass and
�aley, 1992) indicates another reason for a continued climb in family breakup—the increase in mul-
tiple divorces. The researchers found that 37% of remarriages collapsed within 10 years compared
with 30% of first marriages in the same period. Add the nearly one-third of American children born
to unmarried mothers and a very large and increasing number of children will see their families split,
reform, and split again. This is the center of the social problem posed by family transformation to
which all modern governments have responded (see chap. 7).

7. The problem of specifying precise attributes of social structure and change that account for pre-
cise changes in behavior is illustrated by this pioneering database. Some researchers using the Coale
and Watkins data argue that fertility decline occurred under a bewildering array of economic cir-
cumstances and therefore cultural factors common to regions or provinces are more important than
economic development. However, their territorial units are so large, and therefore heterogeneous in
economic level and types of industry and occupation as well as urban-rural composition, that they can-
not provide a test of convergence theory. (See the review symposium by Tilly, Andorka, and Levine,
1986, pp. 323 – 340, especially Levine on social and economic context and Tilly on rural-urban vari-
ation.)

8. Consistent with this are the contrast in fertility rates among peasant populations versus the
more modern urban sectors of Brazil and China. The Draconian “one-child” policy of the Chi-
nese government has had much more effect in the urban sector where structural changes are con-
sistent with government policy than in rural areas. Brazil, without such a coercive policy, also
showed a decline in fertility rates during the economic boom of the 1960s and 1970s, which was
accompanied by increased female labor-force participation (both in proletarianized farm labor and
in urban areas) and increased consumption of durable goods (refrigerators and TVs). Similar trends
are evident in the modernizing sectors of Mexico and Cuba, especially in the 1970s. (Potter, 1986,
pp. 31 – 36.)

9. Precursors of modern feminist movements emerged in several countries at only moderate lev-
els of industrialization: among early industrializers in the mid– 19th century; among late industrial-
izers in the late 19th century. For instance, in the United States, women’s rights conventions were
held yearly from 1840 to 1860 at Seneca Falls and �ochester, New York, and Worcester, Massachu-
setts, among other places; in the same period most state legislatures passed married women’s property
laws. No permanent organizations, however, were formed until after the Civil War (Evans, 1977,
pp. 46 – 48). Organized feminism did not emerge in England until the 1850s, and demands for 
suffrage were first voiced clearly only in 1866 (pp. 63 – 65). Feminist movements in other countries
appeared somewhat later: in Germany and France in the 1860s, in Sweden, the 1870s, Norway and
Finland, the 1880s (p. 69). What is significant for my argument, however, is that all these movements
were concentrated among the daughters and wives of urban, upper-middle-class men (pp. 31 – 32),
the tiny fraction of the total population already exposed to the educational, economic, and demo-
graphic changes that would later shape the behavior of a growing majority of women.
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10. Popenoe (1987) argues that although the divorce rates of the United States and Sweden are
equally high, the Swedish rate of family dissolution is understated because the amount of nonmari-
tal cohabitation in Sweden is so high relative to other rich countries. If a couple never marries, their
breakup will not count in divorce statistics. This conclusion, however, may rest on a comparison of
unusually well measured Swedish rates of cohabitation with poorly measured rates in other countries.
The Swedes are champions in studying themselves.

11. There is even an argument that the extended family is alive and well today whatever its past—
that the frequency of phone calls and visits with relatives not living in the household indicates the
prevalence of a “modified extended family” (see Litwak, 1960a, 1960b; cf. Fischer, 1982). My dis-
cussion of social relations in the mass society (chap. 3) suggests that these assertions miss huge qual-
itative differences between modern and premodern (rural, peasant) communities: kin in agrarian so-
cieties of preindustrial periods, like the people in some tiny rural towns today, are linked by a
complete and reciprocal set of obligations and rights as well as reciprocal knowledge of life histories
and family genealogies—hardly typical of a modern mobile family.

12. The following two paragraphs are based on my “Preface” to the Japanese edition of The Wel-
fare State and Equality (Tokyo: Bokutakusha Publishing Co., 1984, pp. 2 – 14).

13. For citations supporting these propositions for the United States up to 1979, see Wilensky
and Lawrence (1979). For more recent evidence see the studies by the National �esearch Council;
the summary volume is Smith and Edmonston (1997).

14. There are well-known ambiguities in the distinction between ascription and achievement.
That age and its close correlate, seniority, are relevant to job performance is obvious for many com-
plex jobs; accumulated work experience both in similar lines of work and similar workplaces is often
indispensable, always helpful. “Politicking” and “pull,” if not “ascriptive” in the sense of inherited, are
popularly viewed as irrelevant to performance.Yet upon close inspection their relevance is clear. Po-
litical judgment and loyalty are measures of ability in all organizations—ability to further the goals of
the system through political or business connections, wisdom, and demonstrated loyalty; these “skills”
typically require many years of cultivation and hence combine politics and age (Wilensky, 1967a,
pp. 10 – 13). In these instances “Who you are” shapes “what you can do.” These and other ambigu-
ities are elaborated in Wilensky and Lawrence (1979, pp. 212 – 215), and Mayhew (1968). This chap-
ter maintains the distinction of criteria relevant versus those irrelevant to role performance.

15. In 1980, when the Census for the first time asked a subjective identity question, “What is
this person’s ancestry?” only 8% of whites failed to mention a European country.Yet most of the
adults from the largest European groups are not only native born but are the offspring of native-born
parents. Further, some of the presumed ethnic identifiers are not reliable in their reports of their own
nativity. (Waters, 1990.) Most important, nearly half of white Americans who identify with a Euro-
pean country name more than one (Farley, 1991). Second- and third-generation Americans, espe-
cially those of mixed heritage, evidence much free choice in defining their identity (Alba, 1990; Wa-
ters, 1990; cf. Hout and Goldstein, 1994), and much of it is superficial.

16. These figures are actually for “whites” and “blacks and other races.” However, the latter cat-
egory is approximately 90% black.

17. However, from 1940 to 1990, blacks made their biggest gains in the less well paid, largely 
female-dominated professions—social work, elementary and secondary school teachers , and nurses.
In 1990, blacks were only 4.5% of physicians, 3.5% of attorneys and engineers. (Thernstrom and
Thernstrom, 1997, p. 187, table 2.)

18. To make their comparisons, Massey and Denton (1993) use an “isolation index” which mea-
sures the extent to which blacks live within neighborhoods that are predominantly black. A value of
100% means that all blacks live in totally black areas; a value under 50% means that blacks are more
likely to have whites than blacks as neighbors. They observe, “The highest isolation index ever
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recorded for any ethnic group in any American city was 56% (for Milwaukee’s Italians in 1910) but
by 1970 the lowest level of spatial isolation observed for blacks anywhere, north or south, was 56%
(in San Francisco)” (p. 49).

19. A good statement of the hypothesis of the downward mobility of second-generation immigrants
is in �uben �umbaut’s study of over 5,000 immigrant schoolchildren in the eighth and ninth grades of
the San Diego and Miami/Ft. Lauderdale areas. Interviews were done in 1992 and covered 77 differ-
ent nationalities; the children were either foreign born or born in the United States with at least one
immigrant parent. Although his data do not bear directly on mobility, �umbaut suggests that as the chil-
dren of immigrants become more American they substitute television for homework and exhibit lower
aspirations and lower achievement (1997, pp. 33, 37 – 39). And, if they live in neighborhoods with high
rates of poverty and unemployment, they become entangled in the dangers of the street (cf. Zhou, 1997,
pp. 76 – 79 on Haitian youth in Miami and West Indian youth in New York City). As Waters et al.
(1999) suggest, however, there is little evidence of whether downward mobility of any kind—worklife
or intergenerational—is a common pattern or whether it has long-term effects on social and economic
integration. Studies of Asians, Latinos, and Cubans cited in the text give a different picture.

20. If you merely compared all averages for 1980 and 1990 you would conclude that the His-
panics were downwardly mobile. (See, for example, Zhou’s 1997 review of literature comparing the
poverty rates of first-, second-, and third-generation immigrants [1997, pp. 76 – 77].) Myers’ (1999)
more powerful cohort analysis shows the reverse for the Mexican-American second generation in
Santa Ana and Los Angeles. Similarly, based on the 1990 Census comparing first- and second-
generation immigrants in the greater Los Angeles area, Allen and Turner (1996) also found a near-
universal pattern of upward mobility among 12 minority groups. The children of immigrants were
higher in educational attainment, median income, and residential desegregation. The ups and downs
of blacks variously situated is discussed below.

21. A comparison similar to my Italian example was the swift movement of German immigrants
and the slow movement of the Irish. “Most Germans who worked in mid-nineteenth century New
York, Boston, Detroit, St. Louis, or Milwaukee were either skilled manual workers or were in non-
manual occupations, while the Irish . . . were in mostly unskilled occupations in the same cities at
the same time” (Sowell, 1996, p. 294). The Germans brought more mobility-relevant resources to the
urban economy.

22. With the decline of K– 12 quality in most public schools in the United States since 1970, the
average quality of parochial and public schools has converged (see chap. 12 for a comparison of the
performance of public and private schools).

23. Based on a survey of nearly 20,000 students in Northern California and Wisconsin (re-
sponse rate 80%), 1987 – 90, followed up by in-depth interviews with 600 students and some of
their parents, selected for ethnic variation. Steinberg et al. argue that the big differences in achieve-
ment are attributable not to parents but to peer-group contrasts in the value attached to hard
work and success and the perception that work leads to success (Steinberg with Brown and Dorn-
busch, 1996, pp. 134 – 137). “Good” parenting is scoring high on scales of “acceptance” (warmth),
“behavioral control” (firmness), and the granting of “psychological autonomy” (democracy)—all
inferred from student reports. Together, these scales constitute “authoritative parenting” (Stein-
berg et al. 1992b, pp. 1269 – 1271). By this measure the Asian-American students, outstanding per-
formers, had parents who score least authoritative (and least involved in school affairs), while the
poorer-performing black students had parents who score most authoritative and were most in-
volved with schools. The authors say that the ethnic differences in “authoritative” parenting made
little difference for school performance but that variation within each ethnic group did predict
school achievement (ibid.). What is missing is any direct measure of ethnic variation in indepen-
dence training and other performance-relevant practices. For instance, “good parenting” does not
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include parental expectations of academic achievement. Insofar as the researchers get at this it is
when they ask students such questions as whether their parents will be angry if they come home
with less than an A-. The results closely match the ethnic variations at issue. Most important,
Asian-American parents may score low on “authoritativeness” and “overt school engagement”
(ibid.; Steinberg et al., 1992a, p. 726; and Steinberg, 1996, p. 134)—they may hesitate to confront
teachers and school officials because of cultural traditions of deference and respect—while they
closely supervise homework, the choice of school and curriculum, not to mention neighborhood,
and while they make sure that their children head toward college by providing the necessary guid-
ance and help. Black parents may behave “authoritatively,” increase the self-esteem and assertive-
ness of their children, and pressure the school to treat their children right, but have low standards
for academic achievement and offer little relevant academic guidance. If most parents in these eth-
nic groups vary in these ways, the respective peer groups will surely be different in their academic
orientations, as they in fact are in this study as well as others.

24. The following account is based mainly on Sowell’s essay (1978). For similar research with em-
phasis on the varieties of black (and immigrant) experience, see Lieberson (1980) and Waters (1996,
2000).

25. An account of the lives of teenage children of more recent black immigrants from the Ca-
ribbean similarly emphasizes marked variation in their prospects for integration depending upon fam-
ily resources, school orientation, and job opportunities (Waters, 1996, pp. 19 – 23).

26. This analysis is confined to rich democracies as they got richer. Consistent with the thesis of
convergence, it is the less-developed countries in which ethnic conflict is most virulent and violent.
(See the “Polity” section.)

27. Part of the explanation is the high incidence of part-time work (less than 35 hours/week)
among Scandinavian women (e.g., about 46% of Swedish and 53% of employed Norwegian women
work part-time compared with only 24% of employed American women (Blau and Kahn, 1996b,
table 2). Chapter 7 describes variations in family policy that make it easy for women in corporatist
democracies to choose to combine part-time work and child rearing. In contrast, U.S. women, espe-
cially single parents, must work full-time to make ends meet. On national variations in poverty and
income distribution, see tables 8.4 and 14.4.

28. The question of preferences and motives is discussed in the first section of this chapter.
The rest of this paragraph refers to whites only. Black women with little education are still 
disproportionately clustered in private household and low-paid service jobs; they are a special 
case. Among women, black women experienced slower increases in labor-force participation 
than white women—in all education and headship categories. In the late 1970s and 1980s the
previous convergence of black and white wages among men slowed down. (Blau, 1998, pp.
124 – 134.)

29. Gains at the very top, however, are slow. In the early 1990s women held only 5% of senior
management positions in the largest companies, 11% of partnerships in law firms, and 15% of full
professorships. The fuller pipeline at lower levels in all those fields, however, ensures a continuation
of the trend toward gender equality. (Seltzer, Newman, and Leighton, 1997, pp. 85, 87, 91 – 92.)

30. A six-country study of female-male wage ratios in the mid- to late 1980s adjusted for mea-
sures of productivity (education, age, years at work) shows that earnings equality ranged from a high
in Sweden to a low in the United Kingdom, with other countries (Ireland, Denmark, East Germany,
and West Germany) in between. The extremes held no matter what controls were applied (Callan
et al., 1996, table 3).

31. Although the Bureau of Employment Security survey did not directly collect data on the abil-
ities of older workers, employer responses indicated widespread discrimination on the basis of age
(Wirtz, 1965, pp. 5 – 10). A more recent meta-analysis of age differences in job performance—
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restricted to a small number of U.S. studies that met the scientific requirements—showed a positive
correlation between age and productivity measured by unit output over time (Waldmann and Avalio,
1986). Although older workers of the current generation may typically be less physically fit and less
healthy than the young, successive cohorts will be healthier and will have been exposed to fewer haz-
ards such as World War II or dangerous working conditions (Kohli, 1991, p. 6). Equally important
as an offset to declining energy with age are job experience and disciplined work habits, always pos-
itive for productivity.

32. This section draws on my “Ideology, Education, and Social Security” (1982).
33. Inkeles and Sirowy (1983) systematically examine 30 dimensions of educational systems around

the world, going beyond enrollment ratios and the duration of free public schooling to include the
spread of the comprehensive school, levels of expenditure, school administration and financing, prepa-
ration and certification of teachers, standardization of curriculum, formal tests, and coeducation. They
found a pervasive, deep tendency for national educational systems to converge on all the dimensions
I listed. Only one dimension was clearly divergent (repetition rates or second chances). A few were
variable or mixed (teacher-pupil ratios, who participated in policy, teacher power and autonomy, class-
room dynamics, instructional styles, parental ideas about education, and the organization of higher ed-
ucation). My analysis is confined to currently rich democracies and their history.

34. U.S. higher education is still exceptional in its diversity of funding resources, the size of its
private sector, its diversity of curricula, its elective system, its flat hierarchies (and its greater partici-
pation of lower-rank professors), and its openness to interest-group demands (Trow, 1991a, 1991b).
U.S. elite colleges were also exceptional in their accent on general education and the liberal arts, but
this is rapidly declining. On average formal postsecondary education not only sharpens cognitive abil-
ities and develops disciplined work habits, it also enhances the capacity to learn new jobs quickly.
That is one major reason that employers who recruit for job ladders or demanding jobs prefer col-
lege graduates.

35. Despite their effort to reach out to minorities, these selective private institutions have rapidly
increased their tuition both in relative and absolute terms. In fact, they have increased their tradi-
tional bias toward high-income families, whatever their racial-ethnic composition. “The probability
that a student from the highest income group (over $100,000 annually) attended a selective institu-
tion increased from one in five in 1981 to one in four in 1997” (Neely, 1999, p. 31).

36. How Dutch “consociational democracy” affects broadcasting networks is discussed in
chapter 3.

37. This section draws on Wilensky, “Class, Class Consciousness, and American Workers,”
(1966a), “Measures and Effects of Social Mobility” (1966b), and “The Problems and Prospects of the
Welfare State” (1965).

38. The “service occupations” are added to manual workers in Figure 1.2 because of similar types
of work and occupational status. The largest occupations in this service category are in food prepa-
ration and services, cleaning and building services, personal services, and private household and pro-
tective services. For the most part the skill levels required match the skilled craft, operators, transport
and unskilled of “manual labor.”

39. In measuring class by occupational position it is still safe to use household head and, surpris-
ingly, the occupations of male heads. A recent study of the relationship between husband’s and wife’s
class position and identity in the United States, Sweden, Norway, and Australia (Baxter, 1994) showed
that the husband’s status is a crucial determinant of both the wife’s objective class location and sub-
jective class identity—a finding that holds for all four countries.

40. “To attempt entrepreneurship is to move in a very special labor market. The self-employment
histories of men in the labor-leisure samples [1,354 men in the Detroit metropolitan area in 1960;
see n. 41] show that most salaried and wage employees remain employees, while the self-employed

Wilensky_CH01  3/14/02  1:45 PM  Page 78



Convergence Theory

79

alternate between bosses and business: of all those self-employed now, a whopping 94% once worked
for someone else, but of those not now self-employed only 19% were ever self-employed” (Wilen-
sky, 1966b, pp. 113 – 114).

41. Samples of my labor-leisure study were dictated by my theoretical interest in (1) the effect of
types of mobility on leisure style and the general problem of the content and implications of “blur-
ring class lines” and (2) theories of the mass society. Long personal interviews were completed with
1,354 men in the Detroit metropolitan area in 1960, ranging from three samples of men aged 30 – 55
from the upper-middle class—184 engineers, 99 professors, and 207 lawyers, each in two contrasting
work settings—to a cross section of the middle mass aged 21 – 55 (N � 678) down to two samples of
underdogs long unemployed and on welfare, 81 blacks, 105 whites aged 21 – 55. Details are in Wilen-
sky, 1961a, pp. 529 – 530; and 1964a, pp. 181 – 182. All were currently or previously married. Contrasts
in the hours, schedules, and type of work and lifestyles were almost as sharp between lawyers, engi-
neers, and professors as between solo lawyers and firm lawyers, again all upper-middle class.

42. But see the Michigan Panel Study of Income Dynamics (Blau and Kahn, 1997); the Swedish
Level of Living Survey and the Swedish Household Market and Non-market Activities Survey (de-
scribed in Edin and Holmlund, 1995, p. 313); and the National Longitudinal Surveys of four popu-
lation cohorts (Center for Human �esource �esearch, 1999).

43. See work history evidence reviewed in Wilensky (1960, pp. 553ff. and listed in n. 2). Subse-
quent studies that attempt to elicit full work histories either retrospectively in surveys or through
panel studies turn up similarly frequent worklife mobility. Because of shorter work lives—later entry
and early retirements—current mobility patterns may turn up fewer worklife shifts; offsetting that,
however, is the increase in mergers and downsizing and their displacement effects. A rare study based
on the National Longitudinal Surveys, which has consistent questions about job changes and follows
the same individuals from year to year over 20 years, found a substantial increase in involuntary
turnover 1971 – 90, significant for all education groups but most pronounced for the less educated
(Monks and Pizer, 1998). Many of the histories based on survey data underestimate the amount of
mobility. For questionnaires that try to overcome this difficulty see Wilensky (1966b).

44. These phenomena are usually described, not in terms of mobility experience, but in terms of
the strains generated by status inconsistency, incongruity, or low status crystallization (Lenski, 1954;
Homans, 1953). Smelser and Lipset (1966b) formulate the general principle that highly differentiated
systems foster individual mobility and status “disequilibrium,” and Germani (1966) offers many
propositions about the politically disruptive effects of such a condition. To view the matter in terms
of status incongruity has the advantage of simplifying measurement, but it may not capture much of
the experience of mobility implied by the observed incongruity. Most people may experience the
shifts that produced the high-status portion of that “disequilibrium” as a compensatory reward—
something instead of nothing in an imperfect world.

45. See Wilensky and Edwards (1959) and Blau (1956). I estimate that skidders are perhaps a
fifth of the working class of urban background, a tenth of all urbanites in the labor force—in time
of recession, more.

46. In Sweden, Denmark, Finland, and France roughly one in four moved out of full-time em-
ployment compared with two in five in Germany and the United States. Most of these workers exit
the labor force entirely rather than moving into part-time jobs or self-employment. Data for the
United Kingdom (13% leaving) and Italy (8% leaving) are not comparable; they exclude workers
leaving wage and salary employment altogether.

47. In my Detroit area samples, as in many other studies, the “little man” who feels squeezed by
both big business and big labor is more prone to both extremism and scapegoating than others in the
same social class. For instance, among all the self-employed men of the middle mass, those who felt
squeezed were nearly three times as likely as comparable entrepreneurs who did not feel squeezed to
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remember Senator Joseph McCarthy with enthusiasm. (Cf. Trow, 1958; and �ogers, 1960.) On rural
radicals, see Lipset (1950).

48. Only 30% of the middle mass can by any stretch be said to act out half or more of their work
histories in an orderly career. I assumed that even a modest amount of job predictability can inte-
grate people into the social system. The borderline cases in fact did occupy a middle ground re-
garding social participation, ties to community, and attachment to society. Degree of orderliness is un-
related to intergenerational or worklife mobility, religion, age, occupational stratum, income,
education, or even percentage of worklife in self-employment.

49. Data on annual hours per worker for all industries 1960 – 94 for only eight of these coun-
tries show that the North American exception is really a U.S. exception. U.S. hours dropped only
2.9%; Canada joins the rest with a drop of 14.4% (Fitzgerald, 1996, table 2).

50. Both “Fordist” and “flexible specialization” are exaggerations of the work process they each
designate. In the early intensive studies of auto assembly plants (e.g., Walker and Guest, 1952; Chi-
noy, 1955; �oy, 1952) researchers noted the very different jobs, attitudes, and behavior of men in these
work situations. First, and most discontented, were men gripped bodily to the line whose work was
repetitive, machine-paced, required only surface mental attention, and provided little discretion in
choice of tools and techniques and little control over the pace and schedule of work. The second
were men on subassembly lines (e.g., installing springs on auto seat frames) in a horseshoe arrange-
ment where some sociability on the job and some discretion in pace was possible. They were higher
in job satisfaction than men on the main moving conveyor belt. Finally, there were free-floating work-
ers in maintenance and materials supply whose work stood in sharp contrast to that of the men on
the main line in every way. They were quite happy with their work. To invoke images of Charlie
Chaplin’s “Modern Times” and cast them on the larger screen of all work in auto-assembly plants,
let alone all work in manufacturing or the economy, is to miss the considerable variety of Fordist
production. The variety of work situations under the label flexible specialization poses the same prob-
lem, discussed below. For example, machine pacing in the newer flexible plants is sometimes more
programmed and rigid than in the old-fashioned main line.

51. These plants were not shut down because they were less productive than older Volvo plants,
although they may have been less productive than Toyota or NUMMI (Adler and Cole, 1993;
Berggren, 1992). The demand for Volvos fell and low-capacity utilization doomed them. Offsetting
cost savings—mainly from high-quality work requiring little inspection and from a very small exec-
utive and support staff—were not enough. When I visited Kalmar in 1978, the only visibly harried
people I encountered were the lone manager in his little cubicle and a few office staff in a pool. The
rest was a workers’ paradise. The LO (the dominant Swedish Labor Federation) had negotiated the
plant location and participated in its design. Kalmar was chosen because shipbuilding yards were clos-
ing down and the Social Democratic government wanted to provide new jobs. Several planners be-
lieved the talk about the new alienated worker and employers faced high turnover and absenteeism;
they all attempted to make the technology and the work attractive. Assembly work was organized
around mobile docks or platforms. Teams of 8 or 10 workers rotated work so all could perform al-
most all tasks. When team work was completed in an ergonomically sound way (no bending or heavy
lifting required), the platform moved automatically to another team. Two workers could do all the
programming of supply, scheduling, and so on, in a highly automated system, but all members par-
ticipated in planning and chose new members when vacancies occurred. Each team had very little
supervision, some control over work pace, some variety in work, and a quiet, pleasantly lighted work-
space, with music the group chose, topped off by a coffee bar and sauna of its own.

52. This tier system is an added reason that most people in modern economies work in small to
medium-sized establishments. Large firms are a tiny percentage of all firms in the member states of
the EU—only 0.1%—although they account for some 28% of total employment (Ferner and Hyman,
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1992, p. xviii). Similarly, a survey of where adults in the United States worked in 1991 showed that
88% of establishments have only 1 – 9 employees, but the typical employee works in a fairly large one
with 599 employees and 72 part-time workers. If we consider organizations, rather than establish-
ments, the median size is 3,750. Well over half the establishments are dependent units of larger or-
ganizations. (Marsden, Cook, and Knoke, 1996, pp. 48 – 51.)

53. The U.S. Census Bureau creates 12 categories of retail sales people. If we aggregated them
instead of sticking to the most detailed classifications, “retail sales” would be the largest fast-growing
category in 1997, with 6,887,000 workers and a growth rate of 25% from 1983 to 1997.

54. If projected growth 1994 – 2005 is preferred, the picture is even more low-tech or no-tech.
The 16 occupations with the greatest percentage increase (moderate estimates of 119% to 52%
growth), in descending order of growth, are personal and home-care aides; home health aides; com-
puter systems analysts, engineers and scientists; electronic pagination systems workers; physical and cor-
rective therapy assistants and aides; occupational therapy assistants and aides; physical therapists; resi-
dential counselors; human service workers; occupational therapists; manicurists; medical assistants;
paralegals; medical records technicians; teachers in special education; and amusement and recreation at-
tendants. The list is dominated by the medical-industrial complex discussed in chapter 16. Again, only
a couple of these can be seen as high-tech. If we instead examine occupations with the largest total
job openings due to estimated growth and net replacement, the picture is the same. ( Jacobs, 1997,
pp. 166 – 174.)

55. Presser finds that “among couples with children, when men work nights (and are married
less than 5 years) the likelihood of separation or divorce 5 years later is some six times that when
men work days”; the odds for women in that situation are three times as high. And such schedules
are the cause not the effect of family breakup; spouses in troubled marriages are not more likely to
choose night work (1999, p. 1779). The gain, if we view fathers’ involvement in child care as desir-
able, is that split-shift parenting among dual-earner couples increases fathers’ caregiving—that is, if
the marriage lasts.

56. Throughout this book, drawing on �obert Dahl (1989) and Joseph Schumpeter (1942,
pp. 250 – 302), I maintain this distinction: “Pluralism” is a system in which many relatively au-
tonomous groups representing a real division of values and interests compete for power within a 
nation-state. “Democracy” is a system in which the people choose leaders through competitive elec-
tions made possible by a rule of law and freedom of association and related civil liberties. All democ-
racies are pluralist. But authoritarian regimes often have elements of pluralism; they tolerate a degree
of autonomy for selected groups such as the church, the monarchy, the military, or industry—even
some cultural diversity. They are different from totalitarian systems, which aim to eliminate all inde-
pendent associations, all zones of privacy—Nazi Germany, Stalinist USS� (Linz, 1975). My distinc-
tion between persuasion and manipulation is that the latter is a means of control in which the sub-
ordinates (or target audiences) are unaware of the goals toward which their activity and sentiments
are directed. Persuasion and coercion require no definition beyond customary usage.

57. The curvilinear pattern for degrees of both affluence and democracy is confirmed by a new
study of civil wars from 1816 to 1992. Intermediate levels of both democratization and economic
development are most prone to internal war (Hegre et al., 2001, pp. 39 – 44).

58. Within the general framework of a policy of strenuous intervention the Soviet regime alter-
nated application and relaxation of controls over intellectual life (Bochenski, 1961). In the short run
(e.g., during the period of maximum Stalinist terror) the regime did pretty much what it liked. But
over the long pull, Soviet commitment to modernization forced some liberalization. The collapse of
the Soviet regime as its economic performance deteriorated and as Gorbachev moved toward cul-
tural pluralism is consistent with the idea that relatively autonomous groups move all nondemocratic
regimes toward pluralism. (Cf. Moore, 1966b.)
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59. This leaves aside the economic policies of the nation and of external lending agencies. There
is much controversy about the political and economic effects of swift moves to “free” markets. Com-
parison of most and least successful cases suggest that the transition countries that put off drastic eco-
nomic restructuring—closing or privatizing formerly subsidized “parasitic firms”—and postponed
open trade until democracy took root are having most success (Spain, Greece, Portugal). Contrast the
big bangs of �ussia, �omania, and Bulgaria, where marketization and democratization were practi-
cally simultaneous. When that strategy was combined with a debt crisis, the IMF and to a lesser ex-
tent the World Bank imposed additional austerity. (Diamondouros, Puhle, and Gunther, 1995.) The
net outcome: sharp increases in inequality, unemployment, and political polarization—mounting
threats to democracy.
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TYPES OF POLITICAL ECONOMY

To explain remaining differences among market-oriented rich democracies and the occa-
sional areas of divergence mentioned in chapter 1, we must look to types of political econ-
omy. This chapter first delineates three types of national bargaining arrangements among
major interest groups and government—democratic corporatism; corporatism-without-
labor; and “least-corporatist,” least-consensual democracies that are most fragmented and
decentralized—and measures of the types. This scheme captures variations in the structure
and interplay of government, labor, professions, farm organizations, employer and trade as-
sociations, other interest groups, and political parties. I then address the argument that in
the last two decades democratic corporatism has collapsed or eroded, that globalization
sounds its doom.

After discussing some ambiguities in theories of democratic corporatism, I present data
that show the ideological and structural roots of these consensual political economies. By
combining the cumulative power of mass-based parties—mainly Catholic and left—with
corporatism, I generate the types of political economy used throughout this book to ex-
plain differences in public policies, taxes, spending, and the numerous system outputs in the
causal model of figure 2.1.

My model of corporatist democracy (Wilensky, 1976a, 1983) accents four interrelated
tendencies in several modern political economies: (1) Bargaining channels develop for the
interplay of strongly organized, usually centralized economic blocs, especially labor, em-
ployer, and professional associations with a centralized or moderately centralized govern-
ment. (2) The peak bargains struck by such federations reflect and further a blurring of old
distinctions between the public and the private. (3) These quasi-public peak associations
bargain in the broadest national context rather than focusing only on labor-market issues.
(4) Consequently, social policy is absorbed into general economic policy, and chances for
social consensus are enhanced. A variant is corporatism without full integration of labor—
epitomized by Japan. And, of course, these types are sharply contrasted with the authori-
tarian corporatism of Mussolini, Franco, or Perón.

Much of the literature on democratic corporatism exhibits conceptual muddiness and
too little effort to frame propositions for systematic tests.1 First, in defining corporatism
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there is a strong tendency to mix up attributes of structures (e.g., degrees of centralization
or bureaucratization or oligarchy); processes of policymaking (e.g., stages of decision mak-
ing); the content of particular policies and programs (e.g., incomes policy); policy imple-
mentation (effective or ineffective implementation); or policy effects (good or poor eco-
nomic performance, more or less equality). The result: It is impossible to relate corporatism
as structural attributes of political economy to policy processes, content, implementation,
and impact.

The second conceptual confusion is the recent tendency to counterpose democratic cor-
poratism (or “liberal corporatism”) and “pluralism,” now lodged in the literature of com-
parative political economy. Students of American government and political behavior who
developed theories of pluralism would hardly recognize their work as rendered by scholars
who see pluralism and corporatism as polar opposites. Pluralism is a system in which many
relatively autonomous groups representing a real division of values and interests compete
for power within a nation-state. Democracy is a system in which the people choose lead-
ers through competitive elections made possible by a rule of law and freedom of associa-
tion and related civil liberties (see chap. 1). It follows that all democracies are pluralist, and
democratic corporatism is a subclass of pluralist democracy. Comparativists could reread
�obert Dahl and Stein �okkan with profit. These conceptual confusions intensify the al-
ready severe difficulties of data collection and cross-national comparability familiar to ev-
eryone. They account for a few disagreements about which countries qualify as “corpo-
ratist,” although there is agreement about most. In my scheme the 19 rich democracies are
classified as follows: corporatist (Sweden, Norway, Austria, the Netherlands, Belgium, Fin-
land, and, in lesser degree, Denmark, Italy, Israel, and, marginally, West Germany). A vari-
ant is corporatist without the full integration of labor ( Japan, France, and, marginally,
Switzerland). Least-corporatist democracies are the U.S., the UK, Canada, Australia, New
Zealand, and Ireland.

Leftism

Catholicism

Proportional
Representation

Trade
Dependence

Bargaining
Structures Policies Outputs

Democratic
Corporatism

High social spending
holding 65+ constant;
universal, least means-
tested benefits
High taxes by least
visible means
Low strike rates
High capital
investment
Active labor 
market policy
Expansive, innovative
family policies
Medium central 
bank autonomy
Regulatory
reasonableness

• 

• 

• 
• 

• 

• 
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• 

Low-medium tax-welfare
backlash; slower party
decline, if any
Medium to excellent
economic performance
Most egalitarian
income distribution
Least mayhem
Good health
performance
Better execution of
health, safety, and
environmental laws

•

•

•

•
•

•

Figure 2.1. Model explaining performance among nineteen rich democracies, including economic 
performance
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Democratic Corporatism

A word about the four attributes of structure comprising democratic corporatism:

1. Channels for bargaining—a structure for consensus. The structure provides for the
interplay of strongly organized interest groups, especially labor, employer, and professional
associations, with a centralized or moderately centralized government obliged by law or infor-
mal arrangement to consider their advice.

2. That structure leads to a second characteristic: the peak bargains struck by such feder-
ations reflect a blurring of old distinctions between the public and the private. Private bargaining
and collective government decisions in corporatist democracies are difficult to separate.
Holland’s Foundation of Labor, a nonprofit institution for central deliberations of em-
ployer and labor federations, runs parallel to the powerful Social and Economic Council,
a tripartite institution for collegial accommodations seldom ignored by the government.
Norway’s “voluntary” organizations on a national level have official status to negotiate
with government or opposite parties; they receive subsidies for their activities as a politi-
cal right. Sometimes these agreements are bilateral (e.g., the Ministry of Education nego-
tiates with the authors’ association about government grants and living stipends); some-
times they are trilateral, as in much of industrial relations and the administration of the
labor market. These systems tend toward an interchangeability of personnel between
public and private spheres. The career of a top official of the Investment Credit Depart-
ment of the National Bank of Austria is typical. The bank is a national institution
whose members are all the banks in Austria, including banks owned by labor unions. By
its credit policies, this bank controls a large fraction of all industrial investments. The
official has long experience in the unions, in the Chamber of Labor, and in politics. An
ex-director of the Chamber of Labor, for five years he was a top man in wage-price
agreements. For seven years he represented the Chamber of Labor on the Board of Di-
rectors at the National Bank, where he eventually became a vice general manager. Natu-
rally he maintains close contact with Labor and the Socialist Party as he goes about mak-
ing long-term investment credit decisions. They call it “social partnership,” and it made
Austria a model of economic performance for decades. In Israel, of course, one would
be hard put to say whether the Kupat Holim, the medical arm of Histadrut, whose ser-
vices are a major source of labor federation strength and whose deficits are covered by
the government, is public or private.

3. The scope of bargaining is wide; the trade-offs among bargaining parties encompass a wide
range of national issues. These quasi-public peak associations therefore have a chance to pro-
duce what eluded Prime Minister Wilson, what Prime Minister Callaghan officially pro-
nounced dead, and what was alien to Prime Minister Thatcher: an effective social contract.
Their struggle for consensus is not narrowly focused on the labor market—wages, hours,
working conditions—as it has been in the UK, Canada, or the USA. The consensus may
or may not involve a formal plan (as in French or Norwegian indicative planning). It may
or may not involve high rates of membership in unions (the percentage is medium in
Holland, low in France). It certainly does not require or result in “the detailed administra-
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tive running of the economy” (G. K. Wilson, 1982, p. 232). What counts are channels for
influence for top leaders of economic interest groups meeting in the broadest national context.

4. Social policy is in some measure absorbed into general economic policy. One reason for
the relative effectiveness of this type of consensus is that the big issues are economic
growth, prices, wages, taxes, unemployment, trade, and the balance of payments; welfare,
housing, health care, and social security are absorbed into these broad discussions. Such
an integration of economic and social policy tends toward an important result: At a
time of slow growth (after the early 1970s) and rising aspirations, labor, interested in
wages, job protection, and social security, is forced to take account of inflation, produc-
tivity, and the need for investment; employers, interested in profit, productivity, and
investment are forced to take account of social policy; both labor and management are
forced to take account of government concern with economic performance, tax rev-
enues, and the balance of payments.

To illustrate the nature of trade-offs facilitated by such consensus-making machines,
consider three cases (based on interviews with a few of the main actors). The first two il-
lustrate typical trade-offs comprising an economic package. In Norway in the late 1970s
labor, management, and government reached an agreement in which labor got a 3% in-
crease in real wages (involving a realistic constraint on nominal wages), including gov-
ernment subsidies to fishermen and farmers, in return for a cut in profits taxes on indus-
try. In Finland, September 1995, facing the collapse of its former USS� markets, a soaring
unemployment rate, and a large public deficit, a broad-based coalition government reached
an accord with labor, management, and government agencies. Negotiation took place in
a negotiations office of government (the head of it is an ex-president of a technician’s
union). The budget was cut by 10% in real terms, an incomes policy restricted wages to
2.3% (with local adjustments it was about 3%) over two years. In return for its wage re-
straint, labor got small targeted tax cuts and an agreement to limit and negotiate the so-
cial policy cuts of the previous center-right government of 1991 – 94. All unions, even
those in the paper industry where hi-tech processes were reducing the demand for labor
while profits soared, joined the accord, which has persisted in subsequent years. Unem-
ployment fell from 16.1% in 1996 to 14.3% in 1997 and was expected to fall to 10% in
1999. From the period 1995 to 1997 GDP growth accelerated from 2.5% in 1995 – 96 to
4.6% in 1996 – 97 to 5.0% in 1997 – 98. Net government deficit (% of GDP) dropped
from 3.2% in 1994 to 1.9% in 1996. Export industries flourished, including telecommu-
nications, electronics, metals, machinery, wood and paper products, and luxury liners. The
third case suggests that corporatist bargaining arrangements do not depend on the conti-
nuity of left party power. In Sweden, from the early 1950s to the mid-1960s the top lead-
ers of the Social Democrats, the labor federations, and the Federation of Swedish Indus-
try met privately at the summer home of the prime minister to bargain out national
economic and social policy. As the system became institutionalized and media coverage
became more prominent, informal, private meetings continued, but agreements were rit-
ually affirmed at a palace, Harpsund, donated to the state by a private industrialist. By the
1970s, these bargaining customs became known as “Harpsund democracy.” When the
“bourgeois bloc” took over in 1976, the system continued; only the faces changed. A 1978
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Swedish bargain included a government-desired increase in the value-added tax (VAT)
designed to dampen inflation and debt by cutting consumption; labor viewed it as regres-
sive but accepted it in return for an increase in family allowances to offset the tax burden
for large, relatively poor families. The defeat of Social Democrats did not change the es-
sential machinery. Sections below suggest that even as Swedish corporatism weakened in
the 1980s and 1990s, for reasons unique to Sweden, such trade-offs continued.

In short, democratic corporatism as a structure for bargaining does not predetermine ei-
ther the issues to be joined or the content of agreements. Nothing in logic or practice
blocks any issue from discussion and resolution. And with institutionalization, these systems
can survive shifts in governing coalitions.

None of these corporatist bargaining processes requires a decrease in loyalties to sub-
cultures of race, religion, or ethnicity as long as the representative groups have sufficient
control over their members—that is, labor and employer federations are centralized. As I
shall show, social cleavages can be dampened by centralized structures of autonomous
groups meeting at the top. Thus Belgium and the Netherlands, with their complex social
cleavages and profusion of political parties, can achieve much the same result as Austria,
with its crisis-inspired harmony, limited cleavages, and simpler party structure. Neither does
corporatist democracy require interlocking elites sharing a common socialization in family
or school and university (apparently the English Oxbridge network does not help). Inci-
dentally, corporatist democracy is compatible with either high levels of corruption as in
Italy, Austria, France, and Belgium, or low levels, as in Sweden or the Netherlands.

In sum, the model emphasizes the capacity of strongly organized centralized economic
interest groups interacting under government auspices within a quasi-public framework to
produce peak bargains involving social policy, fiscal and monetary policy, trade policy, and
incomes policy—the major interrelated issues of a modern political economy.

Measures

In devising a measure of the centralization of and the interplay between government and
major private power blocs, as a clue to democratic corporatism, we used the appointment
power of the central government weighted roughly equally with a measure of centraliza-
tion of labor federations. Appointment power is straightforward: the Netherlands, where
mayors are appointed in the Hague, ranks high; Sweden, medium; the U.S., low. (As a mea-
sure of the structure of government we eliminated the percentage of taxes collected by
central vs. regional and local units as less stable and reliable, although central government
tax take does correlate with appointment power.) Measures of the structure of industrial
relations are more complex. We added four indicators of the centralization of labor fed-
erations—federation engages in collective bargaining, controls strike funds, has a large
number of expert staff per 100,000 members, and collects big dues—and combined this
score with the central government’s appointment power. (See scores in Wilensky, 1976a
and 1981c, p. 367.) We could not locate comparable data on employer federations. My
measures capture neither ambiguities in two cases, Germany and Italy, nor shifts over time.
Germany scores “low” because the Deutscher Gewerkschaftbund (DGB), the dominant
labor federation, is relatively weak and there are important elements of decentralization in
government.Yet functional equivalents of corporatism might justify a higher rank (Wilen-
sky, 1976a, p. 51): industrywide bargaining by moderately centralized unions informally
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coordinating their strategy, the growing professionalization of union staffs, the wage lead-
ership of the Metal Workers, the presence of a big employer association, and much cen-
tralized bargaining in the health industry (see chap. 16). During the decade of the “Konz-
ertierte Aktion” especially, German unions traded off wage restraint for other nonwage
gains (e.g., the growth of workers’ councils). (Cf. Lehmbruch, 1979; and Streeck, 1978,
1983.) Even during the greater economic difficulties of the 1990s, however, Germany ev-
idenced substantial continuity in bargaining among the social partners and great resistance
to abandoning its social market economy (Turner, 1998, and chap. 17 below). The pat-
tern of coordinated sectoral bargaining persists. A good case can be made that with the
integration of East Germany, corporatist bargaining has been strengthened, at least up to
the mid-1990s. Italy scores medium on my measures of corporatism, but its weak gov-
ernment and its system of clientelismo (Di Palma calls it “surviving without governing”)
makes it problematic. Although Italian corporatism has fluctuated in its strength since
World War II, the medium score captures its central tendency (cf. �egini, 1987a, pp.
97 – 105). For instance, in the 1990s there was a series of tripartite agreements on incomes
policy, collective bargaining rules, and job creation measures. The social partners also ne-
gotiated agreements on the reform of public employment and social security, which were
then put into law (for details see chap. 5; and �egini, 1997, pp. 261ff.). Finally, nothing is
static, and all rich democracies have experienced system strains since the early 1970s.
There is no evidence, however, of a universal decline of corporatist bargaining arrange-
ments. Later in this chapter I discuss sources of strain in democratic corporatism in par-
ticular cases, including Sweden and the Netherlands, countries whose consensus-making
machinery has changed substantially.

Because there is usually an interaction between the centralization of unions and their fed-
erations and the centralization of employer federations, and because they try to match each
other expert for expert, brief for brief (Wilensky, 1956b, 1967a), and therefore approach gov-
ernment experts with the same ammunition, we can interpret the government-labor com-
bined index as a general clue to corporatist-technocratic linkages. I have elsewhere shown
(ibid.) that such a process, once begun, tends to introduce a rational-responsible bias in bar-
gaining. It is still combat, but the spirit is, “En garde! We’ll meet you with our statistics at
dawn.”

This is the partial truth in the image of modern society as “postindustrial”—character-
ized by rising numbers and influence of experts and intellectuals in command of theoret-
ical knowledge. But that image is most valid where experts attached to major power blocs
have channels for bargaining and influence where their expertise is indispensable—that is,
in corporatist democracies. While corporatist-technocratic linkages do not transform polit-
ical decisions into technical decisions, they do provide a fuller integration of expert knowl-
edge and insight into political deliberations; they foster more stable coalitions of experts
and intellectuals, managers and politicians, each acquiring some of the skills of the other
(Wilensky, 1967a, pp. 173ff.).

The scores used in quantitative analysis in Parts II and III—based solely on the degree
of centralization of government and labor—cannot capture a subtype of corporatism in
which business plays a more powerful role—corporatism-without-labor, exemplified by
Japan, France, and Switzerland.
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Corporatism-without-Labor

The second category useful for understanding variations in public policy and system per-
formance is corporatism without full-scale participation by organized labor (cf. Pempel and
Tsunekawa, 1979; Katzenstein, 1984). Japan, France, and perhaps Switzerland in varying
ways have developed quasi-public bargaining structures for the interplay of industry, com-
merce, agriculture, professional groups, and government. These structures permit some co-
ordination and planning of social and economic policies, but they have so far kept labor
federations at a distance. In all three countries, despite obvious differences in the strength
of the state bureaucracy, the business community enjoys a privileged position in the defi-

nition and implementation of public policy. These countries are thus in a position to
achieve good economic performance without adopting many public policies explicitly de-
signed to increase economic and social equality. In view of the urgency of mass demands
and the severity of economic constraints, however, these three countries may one day be
forced to move toward the full incorporation of labor into their bargaining arrangements,
eventually joining the first group. The election of Mitterrand in France might have sig-
naled a move in this direction, but the ideological and structural splits between Commu-
nist and non-Communist unions immensely complicated the process, and it never got off

the ground. Indeed, with fewer local notables and businessmen in parliament; with the
breakup of the three-way coalition of farmers (FNSEA), business (CNPF), and the 
bureaucratic-political elite; with the replacement of over half of the directors in the min-
istries, France was experiencing more erosion of corporatism-without-labor than integra-
tion of labor into the system. If these countries do not move toward inclusion of labor,
they may swing toward the least-corporatist model, with more decentralized policymaking,
less continuity of power and policy, and less capacity to implement national policy.

The strains within government/industry-style corporatism appear in variations in the
effectiveness of conflict resolution by policy areas. In Japan, for instance, it is apparent that
for several decades the machinery for consensus in economic and industrial policies ( John-
son, 1982) worked far more effectively than it did for social and environmental policies,
which are further from the central concerns of the bargaining parties. Thus the marks of
Japanese corporatism so prominent in the interaction of MITI, the Finance Ministry, the
ruling Liberal Democratic Party, and industry and trade associations in shaping economic
policy—decision by consensus, bureaucratic dominance, long- or at least medium-range
plans, assertion of national interests—are almost wholly absent in the history of pension de-
velopment, especially from the 1959 National Pension System to today’s pension crisis.
Japan’s pension system was conceived in acrimonious controversy that continues to this day,
with labor unions, farmers, employers, the insurance industry, the finance ministry, the min-
istry of welfare, and political parties fighting it out, their positions very similar to those of
their counterparts in the United States. (Wilensky, 1984.)

Similarly, Japanese corporatism was extraordinarily unresponsive to mounting environ-
mental pollution and the mass protests that accompanied it. During the 1950s and the
early 1960s the government ignored noxious air pollution over industrial cities as well as
localized outbreaks of horrifying diseases rooted in pollution. For instance, in the cele-
brated case of deaths and disability from mercury poisoning in the fish eaten by residents
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of Minamata, the home of Japan Chisso (nitrogen) Company, it took 15 years before vic-
tims or their families received compensation. Intense public pressure, including a growing
environmental movement, media coverage, lawsuits, and American-style mass protests and
demonstrations, culminated in the 1970 “Pollution Diet,” which passed more than a dozen
laws. In 1971 the government set up an Environmental Agency. Between 1971 and 1973,
four major court decisions imposed stiff fines and standards of negligence on industrial
polluters. (McKean, 1980; Enloe, 1975.) It was only then that the usual machinery—the
powerful ministries (MITI, the Finance Ministry, Ministry of Construction and Trans-
port), the top leaders of the ruling party, with industry as a reluctant partner—swung into
action. Government offered big depreciation allowances; government banks provided low-
interest loans for pollution control; MITI helped finance research and development in pol-
lution control technology; standards were high, penalties severe. In general, the action was
quick and effective; the air in Tokyo, once the filthiest in the world, is today quite clean.
Given the depth of risk (a densely settled industrial population), other environmental haz-
ards have been impressively reduced. The lesson: Countries in this second category are
slow to respond to mass pressures (from labor, environmental, and similar groups), but
once they decide to respond, they can easily and swiftly implement the new policies.
Compare Love Canal in the more open and fluid political economy of the USA: much
agitation, saturation media coverage, resulting in quick state action to move residents out
and quick compensation of victims, with no sustained national follow-through. (France
and Japan display a similar lag in regulating tobacco use for the same structural reasons,
but by the mid-1990s they had not yet taken decisions for bold action. Chap. 15 discusses
regulatory regimes and the environment.)

If there is any common tendency toward change in this system, it is to move slowly and
reluctantly toward accommodating a limited range of labor demands. Some specialists on
Japan have recently argued that labor now has substantial and increasing national influence
not captured by “corporatism without labor” (e.g., Garon, 1987, pp. 242 – 248; and Kume,
1998). They note that labor has been included in conferences with government and in-
dustry to discuss important social and economic problems (Taira and Levine, 1985). (Such
bipartite and tripartite conferences and commissions are common in France, too.) Kume
observes that rival federations have merged into one. Everyone notes that Japanese wages
and working conditions have improved greatly throughout the postwar period, although
this could reflect big increases in productivity, not union power.

Above all, researchers on Japanese labor point to some degree of informal wage coordi-
nation through the Annual Spring Labor Offensive (Shunto). Shunto’s main characteristics:
wide and intensive exchange of information among government agencies and labor and man-
agement federations; key settlements in a few sectors; and some pattern following based on
advice from labor and management. Throughout the postwar period, however, the central
labor federations had no strike authority and were not represented in negotiations with com-
panies in most industries. In the late 1940s employers eliminated industrywide bargaining and
broke the power of militant enterprise unions. The system of company-oriented local enter-
prise unions that emerged thereafter remains in place. Since the oil shocks of the 1970s
Shunto has increasingly been dominated by large corporations (with market power over sup-
pliers) in collaboration with government agencies (e.g., the government moved decisively to
reduce the power of militant unions in the public sector). The tame union leaders now in
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office go along with the consensus. The main presence of labor is felt through enterprise
unions. (See the analysis of industrial relations and wages in Brown et al., 1997, pp. 143,
148 – 188; and my account of joint consultation in the Japanese workplace in chap. 1). �e-
garding Japanese labor influence on national public policy, it may have increased but as yet
remains narrow, confined to the jurisdiction of the labor ministry. In sum, the picture remains
one of union weakness relative to management and relative to the corporatist democracies
that fully integrate labor into national and industrywide bargaining. Shunto cannot match 
either the strong wage leadership of IG Metall in Germany or the much stronger, more-
centralized bargaining patterns of corporatist democracies.

Fragmented and Decentralized Political Economies

The third category, an extreme contrast to the corporatist democracies, includes countries that
are least corporatist in their bargaining structures—the fragmented and decentralized politi-
cal economies of the USA, the UK, Canada, New Zealand, Australia, and Ireland. I use the
label “least-corporatist” because these systems at times and in narrow sectors evidence at least
an approach to corporatism. To vary the adjectival phrase, I use least-corporatist, fragmented
and decentralized, least-consensual, and noncorporatist interchangeably. The idea can best be
understood by considering contrasts in each of the structural attributes that define democratic
corporatism. I concentrate on the U.S. as the strongest contrast; many examples of the struc-
ture, function, and behavior of other least-corporatist democracies appear throughout the
book.

1. Channels for centralized, tripartite, or bipartite bargaining are absent or weak.

. Labor: By 1980 only about one-fifth of the American labor force
belonged to 168 national labor unions, of which 111 were affiliated with the
AFL-CIO, a weak and decentralized federation, which does not bargain collec-
tively. Several large unions were unaffiliated (Teamsters, Mine Workers, National
Education Association). Contrast Sweden: 9 in 10 blue-collar workers and 75%
of white-collar workers are organized in fewer, more-inclusive unions, whose
interests are aggregated in three centralized labor federations, LO, TCO, and
SACO with LO still dominant. (�ecently, TCO, the main white-collar 
confederation, moved up in both influence and membership.) However, Japan
(corporatism-without-labor) stands in sharp contrast to Sweden; in fact, its
unions are even more fragmented than American unions. Although Japan’s
unionization rate in 1989 was 25% compared to the USA’s 15%, its labor move-
ment had 61,000 workplace-based unions, with little aggregation of interests; the
weak national unions reflect intense ideological cleavages (similar to the French
situation). (Levine, 1983; Golden, Wallerstein, and Lange, 1999.)2

What about trends in the structure and functions of American unions? The
tendencies are contradictory: there has been a long-run trend toward more-inclusive
units—industrial, multi-industrial, and multiple-craft forms—and in response to the
45-year decline from the peak of almost a third of the labor force in 1954 to less
than one-seventh now, a more recent trend toward mergers, again producing more-

Wilensky_CH02  3/14/02  1:46 PM  Page 91



Paths of Development of �ich Democracies

92

inclusive units. There is even a tendency toward concentration of union member-
ship in the larger internationals and in “catchall” unions. Further, a very determined
leadership that provides resources for organizing and political action and attempts to
coordinate separate unions at the state or metropolitan area level can increase the
labor vote, as in the 1998 and 2000 elections. These trends would suggest a mild
shift toward the Swedish model. But countertendencies are strong: power remains in
the international unions, not the Federation; and functions remain narrow, essentially
wage and job control in the workplace, craft, firm, or industry. Concession bargain-
ing and falling membership density have accelerated the previous erosion of “pat-
tern bargaining” in auto, steel, rubber, and meatpacking; smokestack industries with
more-centralized bargaining have declined. Growing “service” sectors and manufac-
turing firms are either nonunion or have small- to medium-sized workplaces that
are hard to organize (semiconductors, electrical equipment, biotechnology, real es-
tate, parts of retailing); growing unions are either concentrated in local labor and
product markets (Teamsters, �etail Clerks, IBEW, and the United Food and Com-
mercial Workers) or in public service (AFSCME, AFGE, and AFT) or both
(SEIU) and cannot set national bargaining patterns for private industry.

Another way to put this contradiction is that union structures are becoming
more inclusive but more local. In economic action that means more heterogeneity
of interests within each unit and looser nationwide ties; in political action it means
more difficulty in making members see their economic interests in national politi-
cal terms. Contrast unions in auto and steel, whose educational tasks are a bit eas-
ier, but whose membership has declined the most.

. Employer and trade associations. The number and organizational structure of
American trade associations and employer associations do not permit them to
formulate policies that crosscut industries, functions, and areas. By 1980 the num-
ber of American trade associations had reached about 3,200—more numerous
and far more specialized than those in Western Europe and Japan. Although
there are some generalist forms (National Association of Manufacturers, Cham-
bers of Commerce, �etail Merchants Associations), narrow product-oriented
associations dominate. They are voluntary, internally homogeneous, and specialize
in particular regions, product groups, or activities (technical research, lobbying).
Historically, generalist organizations have typically split up into a greater number
of specialist forms, following market segmentation. (Staber, 1982.)

Very few American trade associations spend much time on labor relations. Bar-
gaining associations, like their union counterparts, tend to be regional or local. The
major multiemployer bargaining associations are in building construction, trucking,
hospitals, coal, and steel.

Only in brief periods of deep crisis—World War I and the Great Depression—
did the American government promote trade associations as an instrument of
national policy. From 1913 to 1919 and again during the National �ecovery Ad-
ministration period from 1933 to 1935, government-sponsored trade associations
proliferated, but most of them quickly disbanded. In general, coordinated action
among national trade associations is rare, and when it occurs it is an ad hoc
arrangement to cope with specific issues. In contrast to their counterparts in both
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Japan and Sweden, American trade associations are so specialized in structure and
function that they could not be used by the federal government to implement
national policy (energy, occupational health and safety, social security, labor-market
policy) even if the government were so inclined. They can be used only where
policy is narrow (cigarette labeling, air traffic control, drug packaging). (Staber and
Aldrich, 1982.) Thus, the enthusiasm for tripartite commissions or councils ex-
pressed in pronouncements about the need for an industrial policy (Felix �ohatyn,
Lester Thurow, �obert �eich) may lead to meetings and dialogues among sophisti-
cated business leaders, academics, and a few labor leaders, but the representational
structure necessary for formulating and implementing such national responses is
missing.

. Government. Among the universe of rich democracies, with the possible
exception of Switzerland, there is no more fragmented and decentralized federal-
ism, no greater division of powers, no weaker central government than that of
the United States. The dogma of local self-government is enshrined in its consti-
tution and laws; a federal system divides powers among the central government
and 50 sovereign states, which, in turn, divide powers among thousands of coun-
ties, townships, municipalities, and other local units. Of course, these arbitrary
geographical boundaries, drawn before the rise of industrialism and urbanism,
have little relation to economic, demographic, cultural, and social realities, little
connection with the loyalties, interests, and lifestyles of the people bound by
them. To survive, the modern metropolis is therefore forced to create a stagger-
ing number of special district governments—school districts, water districts, fire
districts, sanitation districts, park and port districts, rapid transit authorities—each
concentrating on a limited areawide task; each competing for budget, tax base, or
subsidy; all adding to the maze of overlapping and duplicating units. It is free
enterprise in government—with every municipality, every district, every state for
itself. If there is a constitutional explanation of why the United States finds it so
difficult to come to grips with urban problems or to develop national social,
labor, and industrial policies, it is here, in the tyranny of locality, made possible
by federalism and the separation of powers. (Wilensky, 1965, pp. xviii–xix.)

Throughout this book, there is abundant evidence of the costs and gains of such
decentralization. Consider the efforts of both federal and state governments to
promote economic development via “industrial policies.”3 This area also illustrates
the point that even the fragmented, decentralized political economies occasionally
try corporatist solutions to their problems. To the extent that the U.S. government
has had “industrial policies,” they have been antitrust (to prevent major decreases
in domestic competition), national security (defense spending, military and space
�&D, including funding and guidance of �&D via direct procurement as in avia-
tion, computers, and semiconductors), or reactive (trade restrictions such as tariffs,
quotas, “Orderly Marketing Agreements,” trigger prices for troubled sectors, occa-
sional bailouts for troubled firms such as Chrysler and Lockheed and a massive
rescue of banks in the savings and loan crisis of the 1980s).

Some states in the United States, especially in recent years, have adopted inno-
vative policies that may have promoted new investment and, to some extent, the
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restructuring of industry. Typically, however, state policies are of the “beggar-thy-
neighbor” variety, as when states compete for new plants with tax and land subsi-
dies. Such policies are unlikely to increase the total GNP of the United States.
This is evident in the area that tried hardest to develop manufacturing, the South.
From the 1950s to the early 1970s, the South, both rural and urban, led in efforts
to create a low-wage, low-value-added industrial policy. Southern states developed
industrial recruitment to a fine art. They touted their right-to-work laws, probusi-
ness attitudes, low taxes, and cheap energy; they boasted of their abundant workers
hostile to unions and willing to work hard at low wages. Later they offered gener-
ous, specific tax breaks, infrastructure expenditures, and land donations. This at-
tracted manufacturers of textile and apparel, shoes, simple appliances, wood prod-
ucts, and the like, often from neighboring states. By the late 1970s, as more and
more states, North and South, entered the low-wage competition, as development
departments boasted of “a rural �enaissance” in a resurgent South, a decline had
begun. Suddenly the competitors were not just other states or regions but the
developing nations of Latin America and Asia that could provide still cheaper
labor, no less skilled.

It is significant that the plants that survived the 1980s and the counties that
continued to increase their per capita income evidenced higher levels of educa-
tion and literacy, good transportation and communication facilities, better race
relations, and proximity to colleges, universities, and technical institutes (�osen-
feld, 1992, pp. 46 – 53)—attributes so prominent in the sustained high-tech
growth centers of Silicon Valley (California), the �esearch Triangle Park (North
Carolina), and federal facilities in space and defense around Cape Canaveral
(Florida), Huntsville (Alabama), and Oak �idge (Tennessee). The survivors in
the rural South were plants that carved out special niche markets and achieved
productivity growth by applying new process technologies.

As Paul Brace (1993) shows in his study of performance in 48 U.S. states from
1968 to 1989, the states are not well suited for the tasks of economic development
because they are totally open economies; they have limited leverage on their
economies and none on the national economy. State industrial policies have more
than the usual self-canceling effects. If states are successful in stimulating income
growth, they also retard job growth (ibid., p. 115). If they use tax breaks and other
industry incentives to sustain short-term growth, they are unable to promote devel-
opment through heavy investment in public education and technical and physical
infrastructure. Economists have shown that a dollar of expenditure stimulates more
growth than the growth lost by a dollar of taxation (p. 114; see also chap. 12 in
this book). Activist governments in “New York or Michigan [in the 1980s] may
create conditions ripe for innovation and growth but technology and production
practices developed at least partly under the auspices of these states can be trans-
ferred to Texas or Arizona” (p. 121). Brace shows that what success state-level
industrial policies have (e.g., manufacturing and employment growth) is a product
almost entirely of large national fluctuations. Arizona and Texas’ probusiness, open-
shop, anti-intervention strategies “worked” in the 1960s, 1970s, and early 1980s
only because the national government directed funds and defense contracts to
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those states; when the national economy sputtered and defense spending sharply
declined in the period 1989 – 92, state laissez-faire policies plus new state tax cuts
could not prevent collapse.4 Brace concludes that the real effect of state policy is
limited to income growth (via taxing and spending and investment in institutions
of learning and training); employment and manufacturing growth are generally
beyond their reach (pp. 100 – 112, 115). National business cycles and national poli-
cies overwhelm state industrial policies.

In short, the working remnants of state industrial policies in the U.S. resemble
the national industrial policies of Japan and Germany. But even the most innova-
tive state policies do not form part of a coherent national industrial policy. Uncon-
nected to national efforts and the programs of other states, frequently becoming
part of a zero-sum game, state-level industrial policies highlight the structural bar-
riers to policy success among fragmented and decentralized political economies.5

In historical perspective, this absence of a positive industrial policy since World
War II is puzzling, for the United States pioneered one of the most successful
coordinated government–civilian sector development policies in the history of
modern nations—the promotion of agriculture in the 19th century. Aside from
giving land grants to farmers, the federal government established a huge network
of land-grant colleges and agricultural experiment stations, combining basic and
applied research and teaching with outreach to farmers through agricultural exten-
sion services and widespread participation by farm organizations. As a result of
more than a century of this sectoral industrial policy, about 3% of the labor force
produces an agricultural surplus that by 1973 accounted for 25% of total American
exports and even during the agricultural depression of the 1980s still accounted for
about 18% (figures for 1982 – 84). Begun in the heyday of entrepreneurial capital-
ism, these productivity-enhancing programs have continued to expand in the age
of the welfare state.Yet today, except for agriculture and defense, the United States
has backed away from any attempt to manage structural change. From 1980 to
1992 it relied on two contradictory strategies: deregulation along with a loose fiscal
policy in the hope of indirectly increasing investment, productivity, and growth;
and continuing trade restrictions in the hope of slowing down the collapse of los-
ing industries. President Clinton’s fight in 1994 for NAFTA, GATT, and other
trade agreements, however, moved the United States toward reductions of trade
barriers; his 1993 budget moved toward a tighter fiscal policy (deficits were trans-
formed into surpluses from 1993 to 1999).

2. The blurring of the division between public and private has accelerated in the U.S. but
corporatist democracies have moved so far in this direction that it is a difference in kind.6 �ecent
public discussion of the relative effectiveness of markets, governments, and voluntary
associations reflects a vast confusion in language and action. In the 1970s Governor Jerry
Brown of California initially urged austerity in an era of limits. When confronted with
dramatic erosion of the tax base for social services (Proposition 13), he invoked the spirit
of good neighborliness as the solution: a collective volunteer effort would restore services
lost by major cuts. At the same time, other enthusiasts for small government were saying
that we must save the “nonprofit sector,” revive voluntarism, and “do more with less” by
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“getting public service into private hands.” More recently a group of executives of foun-
dations and national voluntary associations, including John Gardner of Common Cause,
established a new association to promote the “Independent Sector,” which by 1997 em-
braced 800 nonprofit groups.

Upon close inspection, the “voluntary,” “private” sector turns out to be neither vol-
untary nor private. The growth of paid volunteers such as child minders and Peace
Corps and Americorps members, and of the public funding of private agencies—long
apparent in countries with substantial Catholic party power (Belgium, Italy, the Nether-
lands) but now spreading everywhere—underscores the obsolescence of older concepts.
Although the precise magnitude and rate of growth of the “independent sector” in the
U.S. and its public funding are unknown, one source (Weisbrod, 1997, p. 542) estimates
that the total revenue of nonprofits, less than 6% of GNP in 1975, exceeded 10% in
1990 and that the paid employment of nonprofits grew at more than double the rate of
growth of national employment. Excluding religious organizations the portion of
nonprofits’ revenue that came from direct government funding in 1996 was more than
one-third (Salamon, 1999a). If we take account of federal block grant funds that went
through a public agency subcontractor to end up with private service providers, both
profit and nonprofit, the fraction of public funding of private activities would be much
higher (cf. Smith and Lipsky, 1993, pp. 4 – 8, 53 – 57). As Sharkansky (1979, p. 5) sug-
gests, the size of these activities on the margin of government activity may exceed that of
the “core”; in the mid-1970s, for instance, the people working under contract to HEW
at least part-time (750,000) outnumbered the regular employees of HEW (157,000) by
four or five to one (cf. Milward and Provan, 1993, pp. 224 – 225 on the Hollow State;
and Salamon, 1995, p. 61).

The need to disentangle various meanings of “voluntarism” is evident when we try
to answer such questions as, Is voluntarism an obstacle to welfare-state development?
Or, conversely, Does the expansion of the welfare state threaten the autonomy and
functions of the voluntary agency? A sensible answer depends on distinctions among at
least three concepts of “voluntarism.”

. Voluntarism as an ideology justifying reliance on free markets. It is hostile to
state intervention generally and to social policy in particular. It emphasizes the role
of philanthropy and self-help in the solution of social problems. In this view gov-
ernment should deliver cash and services only when normal structures of supply,
the family and the market, break down. The likely effect: to slow down welfare-
state development, especially income maintenance programs. In recent years volun-
tarism as ideology has been increasingly resonant.

. Voluntarism as voluntary associations that extend, improve, complement, supple-
ment, or sometimes substitute entirely for the delivery of social services by govern-
ment. These services are typically labor-intensive; they require both local intelli-
gence (knowledge of particular needs of specialized clientele) and local consensus
(community support of the program). The main targets: the aged, the young, and
the handicapped of any age. The likely impact: to make the welfare state more
effective. The expansion of the welfare state has, in fact, everywhere meant the
growth of voluntary agencies with increased reliance on government funding. In
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some countries, notably the Netherlands, voluntary agencies constitute the primary
system of service delivery. The cost, of course, is huge government subsidies out of
current operating budgets and compulsory insurance premiums funneled through
voluntary agencies—money to finance all their staff, administration, and services.
This has led to more than the usual fragmentation and duplication. In fact, the
Netherlands has one of the costliest public sectors among modern democracies,
although recent efforts to streamline the system may have cut costs a bit.

. Voluntarism as volunteerism—the mobilization and deployment of volunteers,
paid or unpaid, in money-raising campaigns or direct service, in private or public
agencies. Advocates of greater volunteer participation say that it humanizes the
welfare state, revives the sense of community, combats big government, and even
reduces inflation. But the realization of one or another of these benign effects
depends on what kind of volunteers we are talking about: unpaid staff, unpaid
fund-raisers, paid service volunteers, peer self-helpers, mutual aid associations,
neighborhood service organizations, religious institutions, and more. The label
“volunteers” obscures these differences. It also obscures variations over time and
function in the number of hours volunteers give. If the trend toward intensifica-
tion of paid work continues (chap. 1), especially among the educated who can
offer most skills, the hours available for sustained volunteerism will decline.7

In its increasing reliance on voluntary agencies and government subsidies, the United
States moves toward the Dutch model. In its emphasis on the profit-making sector and
market competition to ensure the best quality at the lowest price, it is embracing theories
of reprivatization. The first tendency is evident in increased government funding of vol-
untary agencies, many with mandated citizen participation. The second tendency is evi-
dent in the spread of service contracts and payments to private vendors (e.g., the Job
Corps, Medicare, day care, nursing homes, dialysis centers). Unfortunately, there is no
evidence that either trend has reduced the cost of delivering service, enhanced consumer
choice, or even improved “accountability.”

Apparently the U.S. is shooting for the Netherlands’ level of dependence on volun-
tary agencies without the advantage of adequate, stable funding. The results: Service
functions are overwhelmed by grantsmanship, budget-justification research, and account-
ability rituals. The agencies become “fund-raising instruments in search of a program”;
agency volunteers are chiefly assigned to fund-raising; public relations and marketing
techniques are prominent. In his four-country study of voluntary agencies serving the
handicapped, Kramer (1981) concludes that in the U.S., and to a lesser extent, England,
this arrangement diverts resources away from improved services, innovative programs,
and leadership development, although it may increase citizen participation.

Consider the notion that small- to medium-sized private voluntary associations are
pioneers in programs and service delivery, that they are dynamic innovators, lighting the
way. If by “innovation” we merely mean expansion of or changes in existing programs,
then the most vigorously innovative country is the United States. Because income from
community campaigns is static, and because individual charitable private giving has de-
clined since the 1960s both as a proportion of personal income and as a percentage of
GNP, many voluntary agencies in the United States are engaged in a constant search for
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new funds, which not only increases their dependence on unstable government grants
but puts them in competition with private enterprise.8 When approaching funding
sources, public and private alike, the symbols “innovation” and “demonstration project”
are expedient; the assumption is that new is better. In practice, the proposals are typically
a means of carrying out the agencies’ existing function. In contrast, other countries place
a higher value on government funding for implementation of existing programs. Perhaps
this illustrates Wilensky’s law: the more demonstration, the less follow-through; the more
entrepreneurial spirit, the less service delivery. To the extent that funding bodies accent
innovation, they may inhibit other aspects of social-service performance: access, continu-
ity, choice, coherence, effectiveness, equity, and efficiency (Kramer, 1981, p. 190).

At first glance, it would appear that the United States shares the tendency of corpo-
ratist democracies to blur the lines between public and private. But what comparative
data we have suggest that corporatist democracies subsidize many activities, both social
and economic, at much higher levels. Consider agricultural policy, an area where the U.S.
has had tight connections between producers, government agencies, congressional com-
mittees, and political parties, much like the corporatism of Japan. There are good reasons
to suppose that all rich democracies would support farmers with tender loving care; in
fact, from the Great Depression until the 1990s subsidies to agriculture everywhere in-
creased even as farmers’ share of both votes and the economy drastically diminished.
Some reasons for this paradox: (1) Governments want to reduce imports, promote ex-
ports, and achieve stable prices; (2) food is critical in any economy and is seen as an issue
of national security; (3) everywhere modern nations romanticize traditional rural values
and the “Family Farm”; (4) farmers cannot control central aspects of their environment
(the weather and swings in world commodity prices); (5) farm interests are well orga-
nized, focused, and in most countries have few interest-group competitors (e.g., the
FNSEA, the National Federation of Farmers in France; the DBV, German Farmers’
Union; and the NFU, National Farmers’ Union in the UK have a near monopoly of
representation); and, less universal, (6) wherever geographical units rather than population
size are the basis of representation in legislatures, agriculture is greatly overrepresented (as
in the U.S. Senate). Consequently, in modern society farmers are like veterans or war
victims; as an interest group they are the object of generous, special treatment (cf. Wyn,
1995; and Keeler, 1987).

Despite these common grounds for the political power and influence of agricultural
interests, the variations by type of political economy are impressive. Comparing the
OECD’s producer subsidy equivalent (PSE)—transfers paid either by consumers or by
taxpayers in the form of market price support, direct payments, and other supports as a
percentage of the value of production—for 10 democracies in 1991, we see that by far
the highest subsidies appear in corporatist countries (Switzerland, 80%; Norway, 77%;
Finland, 77%; Japan, 66%; Sweden, 59%; and Austria, 52%) while the lowest subsidies
appear in noncorporatist countries (Canada, 45%; U.S., 30%; Australia, 15%; and New
Zealand, 4%) (OECD, 1992a).9 While farm supports fell everywhere throughout the
1990s, the PSE average for seven of our democracies by type of political economy
widened: 66% for three corporatist countries, 10% for four noncorporatist countries
(OECD, 1999, pp. 167 – 168).
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Protection of farmers in corporatist democracies is matched by job protection for
workers. The alleged deregulation of the labor market, as we shall see in chapter 17,
proceeds, if at all, by very different rates and routes. For instance, with the exception of
noncorporatist Ireland, corporatist democracies impose most obstacles to dismissals; they
favor short-time work and similar measures advocated by works councils, unions, and
left-leaning governments. Presenting the greatest obstacles (in a 1986 survey) are France,
Germany, Italy, the Netherlands, Austria, Belgium, Norway, Sweden, and, the exception,
Ireland. Denmark (a weak case of corporatism) and Finland had minor obstacles. Present-
ing the fewest obstacles, the least job protection, were the UK and (from other data) the
U.S., Canada, New Zealand, and Australia. (Emerson, 1988, tables 6 – 8.)

Similarly, the subsidies for the nonprofit sector dealing with social policy in Catholic-
corporatist democracies often exceed those of the least-corporatist democracies, while
the advocacy groups in left-corporatist democracies enjoy greater recognition and sup-
port from government than the latter. Although the small number of countries com-
pared and data difficulties limit generalizations, these differences do suggest that corpo-
ratist countries blur the lines between “public” and “private” much more than the
more-decentralized, fragmented political economies do. For instance, the nonprofit 
sectors of both the Netherlands and Sweden are heavily funded by government. In
1979, 65% of Swedish nonprofit revenues came from the government ( James, 1989b,
p. 38). In 1973 – 74, 75% of voluntary agency income came from government in the
Netherlands compared to 33% in the U.S. and 22% in England (Kramer, 1989, p. 235).
France is apparently in the middle.10 Among corporatist democracies the contrast be-
tween Sweden and the Netherlands in the delivery of services suggests that if we had
comparable data on a large number of rich democracies, we would find that although
all corporatist countries finance health, education, and cultural services through govern-
ment, Catholic or Catholic-left corporatist countries such as the Netherlands rely most
heavily on nonprofits, especially churches and faith-based institutions, for the delivery of
those services while left-corporatist countries such as Sweden rely mainly on local gov-
ernment. Sweden does, however, promote nonprofits in the areas of culture, sports, and
education. Even though its “independent sector” is small, Sweden encourages all
nonprofits to play a large role of representation and advocacy in the policy process.
( James, 1989b, pp. xix–xx, 32, 39, 53; and Badelt, 1989.) Table 16.3 in chapter 16
shows the strong effects of types of political economy on the private/public mix in
health care for our 19 rich democracies.

In sum: The U.S. and other Anglo-American democracies share in the common
tendency to blur the lines dividing public from private. But scattered comparative data
suggest that the least-corporatist democracies have moved much slower down that path.

3. The scope of bargaining on social, labor, and industrial issues in the U.S. is narrow: policy
segmentation is extreme—and so

4. There is little integration of social and economic policy; their interdependence is ob-
scured not only among policymakers but among policy analysts who shape academic and
public discussion of failures and successes.
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The third and fourth attributes of democratic corporatism are almost wholly lacking in
the U.S. The decentralized and fragmented structure of government, labor, and employer
and trade associations and the weakness of broad-based associations and political parties that
could aggregate interests and bring together groups with conflicting values means that in-
terest groups are not constrained by the necessity of national bargaining and trade-offs typ-
ical of corporatist democracies. They can act out their most parochial strivings at every level
of the system, often creating a mutual veto process (see chaps. 3, 11, and 18 for details).

The role of experts in noncorporatist democracies is severely limited or transformed into
that of propagandist. The U.S. is loaded with well-trained experts and scholars, but their voices
are typically cast to the winds. If they are isolated in universities or attached to adversarial in-
terest groups and forensic think tanks, they add to polarization of debate rather than foster con-
sensus. That is why extreme doctrines can penetrate high policy circles, prompting sudden
swings in national policy, unconstrained by sober analysis. For instance, without grasping the
erratic relationship of experts and intellectuals to policy in the U.S., we cannot understand how
�eaganomics could overnight become public policy, so swiftly replacing a small, serious liter-
ature on both monetarism and supply-side economics, and thereby deepen and lengthen a
worldwide recession, 1980–83, by 1992 tripling the national debt. Prominent in publicizing
the supply-side component of Reaganomics and persuading the president of its efficacy were
such “pop” economists as Jack Kemp, trained as an upstate New York football player; Jude
Wanniski, trained as a Wall Street Journal editorial writer; and Arthur Laffer, an economist
turned publicist. Herbert Stein, former chairman of the Council of Economic Advisers under
Presidents Nixon and Ford, calls it “punk supplysidism,” and gives this account of the issues:

I borrow the term “punk” from Denis Healey, who characterized Mrs. Thatcher’s
economics as punk monetarism, meaning extreme to the point of being bizarre. . . .
Until about 1979 or 1980 we were having a serious, active, professional discussion of
the problems on the supply side of the American economy. A marked slowdown of
the growth of total output and of productivity had been recognized. Work was going
on to discover the causes of that slowdown—work associated with the names of
Denison, Kendrick, Nosworthy, Jorgensen and others. This work had not yet led to
final, agreed conclusions. At the same time it was pointing tentatively to partial solu-
tions. Some policy steps, including limited tax reductions, were being proposed.

Suddenly, all of that was swept to the sidelines—punk supply-side-ism took center
stage. It offered a universal explanation for the slowdown: Tax rates (or government
expenditures) were too high. It offered a universal solution: Cut tax rates (or government
expenditures). This became the focus of discussion of the supply side of the economy.

In its most extreme form supply-side-ism is no longer considered a serious contri-
bution to policy. For example, in the recent budget crunch no one suggested that
there should be another cut of rates in order to increase revenue. Nevertheless there
is still considered to be a supply-side school of thought, which has superseded more
conventional economics or at least deserves equal billing with it. (Stein, 1981)

I have elsewhere (1983, 1992a, 1997) shown that the character of policy research and its
effect on public policy depend on the structure of the political economy in which it is financed
and used. Fragmented and decentralized political economies foster isolated single-issue research,
typically focused on short-run effects and used for political ammunition and ideological ex-
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pression rather than policy planning; more corporatist systems foster research in which a wider
range of issues are connected, longer-range effects are more often considered, and findings are
more often used for policy planning and implementation as well as budget justification. Larger
contexts for bargaining mean larger contexts for policy deliberation and evaluation research.

Paradoxically, the U.S. government combines a strong demand for rigorous cost-benefit
analysis of social programs with an extreme degree of politicization of that research and
distortion of its message.11 For instance, American evaluation of programs of workfare
(chap. 8) and job training is another illustration of Wilensky’s law: the more evaluation,
the less program development; the more demonstration projects, the less follow-through.
Three problems are apparent: (1) The research itself is usually quite narrow, politically
naive, and in design and execution often seriously flawed; (2) as Aaron (1978,
pp. 155– 157) suggests, research focused on a single program obscures the interaction and
interdependence of many programs (e.g., job training may be pronounced a failure, but if
combined with job creation and school reform, the same training could be judged a huge
success); and (3) evaluated success has little to do with program funding.

There may be a corollary to Wilensky’s law: not only does single-issue, short-term eval-
uation research subvert program development but evaluation research breeds more evaluation
research. Once a culture of evaluation research is established with its supporting think tanks,
agency research units, and training programs (e.g., schools of public administration or public
policy), then the legislative committee, government agency, or interest group that does not
have its own cost-benefit analysis will be defenseless in pursuit of its goals. Whether all this
research functions only to legitimize established policy positions or actually adds an increment
of rationality in policymaking depends, again, on the political context in which the research
is done and used—the weight of adversarial vis à vis consensual structures for bargaining
(Wilensky, 1983; Aberbach and �ockman, 1989). The U.S. is at the adversarial extreme.

At the other extreme are such corporatist democracies as Norway, Sweden, Austria, and
the Netherlands. In these countries either American-style evaluation research is not done
at all or, if done, it is more closely tied to policy deliberations and is used to foster con-
sensus and implement policy (Wilensky, 1983, pp. 57 – 68; Levine et al., 1981, pp. 36 – 57;
�ichardson, 1982, pp. 169 – 177). In its politics and bargaining arrangements Germany is
somewhere in the middle of these extremes, which may explain why its policymakers are
both attracted and repelled by one-issue, short-term, forensic research and why much Ger-
man evaluation research, in contrast to that in the U.S., is “softer,” less rigorous, and more
oriented toward facilitating political bargains (cf. Hellstern and Wollman in Levine et al.,
1981, pp. 68 – 72, 80 – 86; Fitzsimmons in ibid.).

A brief examination of national contrasts in the capacity of elites to link industrial pol-
icies, incomes policy, active labor-market policy, and social policies can illustrate my point
about the segmentation of policy in the U.S. It also shows how structures that facilitate
policy linkages and a tighter integration of knowledge and power increase chances for the
successful implementation of policy decisions.

Democratic Corporatism and Policy Linkages

Industrial policy is defined in note 3 in discussion of development policies pursued by indi-
vidual states in the U.S. By active labor-market policy (ALMP) I mean direct government 

Wilensky_CH02  3/14/02  1:46 PM  Page 101



Figure 2.2. Twenty-one types of programs labeled “Active Labor-Market Policy”*

Government policies to create or maintain jobs (shape demand for labor)
A. Direct provision of work via

1. sheltered workshops and other job creation measures for handicapped workers
2. employment in regular public service
3. public works projects—e.g., building and highway construction, conservation (e.g., Civil-

ian Conservation Corps). Proposals for National Youth Service Corps fit items 2 and 3.
B. Subsidies to private business to

4. hire new employees
5. extend seasonal work year ’round—e.g., winter construction subsidies

? 6. locate or relocate workplaces in areas of high unemployment and create new jobs (e.g.,
area redevelopment).

C. Laws or subsidies to maintain demand for labor via
7. short-time work (e.g., pay workers some of the difference between part-time pay and

full-time pay to prevent layoffs)
8. redundancy payment laws that increase the cost to employer of work force reductions

(assumes employers will be shocked into better human resource planning).
Government policies to increase the labor supply and/or improve its quality by promoting or regulating

9. apprenticeship training
10. on-the-job training and retraining
11. work-study programs to ease transition from school to work (e.g., part-time jobs while

in school so student gains orientation to work, good work habits, job experience)
12. job transition training for workers threatened with layoffs—training while still working

for the same employer on the threatened job
13. employability training—remedial programs to increase basic literacy and improve work

habits and attitudes.
Government policies to decrease the labor supply by
? 14. lowering the retirement age
? 15. raising the age for compulsory schooling
? 16. shortening the work week or reducing overtime
? 17. reducing immigration of guest workers or encouraging their return (through subsidies or

coercion).
Government policies to encourage labor mobility via

18. placement services—labor exchanges providing job information to increase efficiency in
matching job-seekers and job vacancies (can include compulsory notification of job
vacancies or layoffs)

19. vocational counseling in school and during the worklife
20. mobility allowances and relocation advice for displaced workers; “starting allowance” if

search is necessary
21. relocation assistance via housing allowances or rent supplements tied to item 20 (includes

government regulation of rules for apartment waiting lists).

*Based on Janoski (1990), �eubens (1970), and Lester (1966); question mark indicates a program marginal to
the definition but included by some students.
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action to shape the demand for labor by maintaining or creating jobs; to increase the supply
and quality of labor via training and rehabilitation; and to encourage labor mobility via place-
ment, counseling, and mobility incentives. ALMP is counterposed to such passive policies
as unemployment insurance and public assistance. Of the 21 different programs that one
can roughly fit into this definition of ALMP, 16 comprise the core, with 5 others some-
what marginal (see figure 2.2).

By incomes policies I mean government policies to hold down general wage levels by
affecting directly the process by which wage levels are set. The purpose may vary: for ex-
ample, to reduce the rate of inflation (when the labor market is tight), decrease unem-
ployment (when the labor market is loose), or promote growth without increasing infla-
tion or unemployment. The most common short-term goal is to reduce the rate of change
of nominal wages. Included are government wage guidelines (whether legally enforceable
or not), “jawboning,” mandatory wage freezes and controls, and government involvement
(either openly or behind the scene) in bipartite or tripartite wage bargaining. Excluded are
policies designed to raise wages or to set minimum wage levels. Also excluded are policies
which may indirectly affect wage levels, such as fiscal and monetary policies or legislation
that weakens the power of labor unions.

Incomes policies are often counterposed to deflationary policies as an alternative method
of achieving wage restraint. The former (it is claimed) can hold down inflation without
increasing unemployment and reducing output; deflationary policies hold down inflation
at the cost of unemployment and low growth. Closely associated with incomes policies are
the trade-offs labor gets in return for lower wage increases. These include social transfers,
tax changes, ALMP, employment security, institutional security for unions, and—most com-
monly—accompanying price controls or the promise of price restraint. Incomes policies
did not emerge as a major instrument of macroeconomic policy until the 1960s. Social pol-
icy refers to all the programs comprising the welfare state (listed in Part II).12

In an eight-country study we explored the interdependence of each of these clusters
of policies, their interaction, and reviewed literature on their implementation and effec-
tiveness (Wilensky and Turner, 1987). The countries were chosen to represent contrasts
in types of political economy: Austria, Sweden, the Netherlands, and West Germany
(democratic corporatism), Japan and France (corporatism-without-labor), and the UK and
USA (least corporatist).

The central theme is that the successful implementation of policies and programs in each
policy area depends on elite awareness of the interdependence of public policies and national
bargaining structures that permit top policymakers to act on this awareness. Unless elites in
modern democracies grasp the interdependence of public policies and their multiple effects,
they are unlikely to develop an effective policy mix to cope with the difficult constraints
they have faced since the early 1970s. Even if administrative leaders and their expert ad-
visers are aware of the contradictions and interacting effects of various social and economic
policies, they cannot act effectively unless they are located in national bargaining structures
where a wide range of issues are connected. For instance, the Austrians and West Germans
could not have implemented their relatively successful incomes policies unless they had in
place expansive social and labor-market policies that made wage restraint tolerable to union
leaders and workers. And the Japanese could not have instituted a successful industrial pol-
icy without strong structures for national collaboration among industry, commerce, and
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government; local collaboration between management and labor, including bargaining
about job security; and a quite active labor-market policy—in other words, structures and
policies to cushion the shocks of industrial readjustment.

From a chronology of initiation and expansion of diverse policies in each domain since
World War II and from qualitative and quantitative data on their success we tested two
propositions:

1. The adoption and expansion of industrial and incomes policies as well as
their successful implementation depend on the simultaneous or prior devel-
opment of active labor-market and/or social policies.

2. In both elite perceptions and action, public-policy linkages are strongest
where the structure of the political economy is corporatist. Specifically,

(a) Corporatist democracies that fully include labor in their policymaking
and implementation are most likely to evidence the interdependence
of the four clusters of policies.

(b) Corporatist democracies that keep labor at a distance from major pol-
icy decisions are most likely to adopt industrial and/or incomes poli-
cies before they expand ALMP and social policies, but if industrial and
incomes policies are to be sustained and effective, they will sooner or
later be accompanied by policy payoffs in these other areas.

(c) Least-corporatist political economies are not likely to develop policy
linkages that permit the mobilization of mass support through neces-
sary trade-offs, nor will they develop the continuity of policy through
different regimes that enhances program effectiveness. Fragmented and
decentralized structures for bargaining among major economic power
blocs produce extreme policy segmentation in which both policy
deliberation and policy research are confined to separate
compartments, a zero-sum mentality among competing interest groups
is prominent, and continuity of policy is minimized.

Our reading of the record generally affirms these hypotheses and pinpoints partial excep-
tions.

�egarding the relation of corporatism to public-policy linkages (leaving aside the ques-
tion of sequence), three of the four corporatist democracies—Austria, Sweden, and the
F�G—show very strong interdependence of all four policy domains. The Netherlands ap-
pears to be a partial exception. It evidenced a tight integration of all areas beginning in the
reconstruction period in 1945, with continuing linkage within a tripartite framework
through the 1950s. After 1950 industrial policy receded, while incomes and labor-market
policies continued. There was a turning point around 1962, when social policy showed a
sharp expansion (e.g., social-security spending/GNP up from 12.8% in 1962 to 18.3% in
1966) while incomes policy weakened greatly, collapsing by the early 1970s, when unions
and employers could no longer agree on a wide range of issues. Social policy, however, had
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a life of its own and continued its sharp expansion. As structures for big-bloc bargaining
weakened, policy linkages weakened. In short, tight policy integration in the first half of
the postwar period gave way to some policy segmentation in the last half. The rank for the
whole period, medium, makes the Netherlands the exception that proves the rule. There
was a resurgence of corporatist bargaining in the 1990s when labor accepted welfare-state
reforms and wage restraint in return for slightly shorter hours, the creation of part-time
jobs, expanded training opportunities, and the substitution of government subsidies for pay-
roll taxes. This puts the Netherlands where it belongs in this scheme. (Change and adap-
tation in the Dutch case are discussed in the later section on Sweden and the Netherlands.)

The two cases of corporatism without labor fit the notion that such systems do not need
as much policy linkage of deep interest to labor, especially dependence on social policy
( Japan rates low; France, high). The least-corporatist countries, the United Kingdom and
United States, fit the expected pattern; policy linkages, while apparent in some years of UK
history, tend to be weak in both countries and policy continuity, limited.

�egarding hypothesis 1, about sequences of initiation and expansion, the record yields
strong support. None of the eight countries either initiates or expands and sustains an indus-
trial policy without (a) preceding or simultaneous initiation and expansion of ALMP  ( Japan,
the Netherlands, Sweden, West Germany), and/or (b) preceding or simultaneous initiation
and expansion of social policy (Austria, France, the Netherlands, Sweden, West Germany).

In a similar fashion, none of the eight countries either initiates or expands and sustains
an incomes policy without (a) preceding or simultaneous initiation and expansion of ALMP
( Japan, the Netherlands, Sweden, West Germany, United Kingdom), and/or (b) preceding
or simultaneous expansion of social policy (Austria, the Netherlands, West Germany). Again
the shape of the policies vary. In Japan de facto incomes policy is linked informally with
other policies, while in Austria a formal incomes policy is a central component of gov-
ernment economic policy. Countries that do not fit the pattern—the United States and
France—have had only limited and short-term success in the implementation of policies.
In the United Kingdom major incomes policy efforts (with only short-term success) have
risen and fallen with ALMP and industrial policy, as British governments alternate. Suc-
cessful, sustained incomes policy, whether de facto or explicit appears to require the trade-
off and cushioning effect of either ALMP, social policy, or both.

In the two corporatist political economies with little integration of labor into policy-
making and implementation—France and Japan—industrial policy dominates the other
three policy areas. Japan made use of limited ALMP (with an active placement service)
during its industrial policy expansion in the 1950s and greatly increased its use of ALMP
during the shift to readjustment in the 1970s. France expanded social policies after the war
as indicative planning became a dominant strategy, and it later adopted ALMP as industrial
planners encountered the need for readjustment in the 1970s. Although trade-offs between
social and labor policies, on the one hand, and industrial and incomes policies, on the other
hand, appear less necessary in these countries, the pattern remains.

The two least-corporatist countries show the most policy fragmentation and discontinuity.
There is a consistency of failed interdependence in the United Kingdom’s stop-and-go pat-
tern. In 1948 – 50 a short-lived incomes policy was linked to the expansion of the welfare state;
in 1961 short-lived attempts at incomes and industrial policies were linked; subsequent ex-
pansion and contraction in ALMP, incomes, and industrial policies were accompanied by a
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modest expansion in social policy. Although all four areas were cut back together in 1979 – 80,
ALMP was again expanded after 1980 as the Thatcher government continued to cut educa-
tion budgets but rediscovered vocational training (see McArthur and McGregor, 1986).

With its dominant free-market ideology and decentralized structure, the United States
has made sustained use of neither industrial nor incomes policy. It is an extreme case which
confirms my assumption that even where leaders are aware of the imperatives of policy link-
ages and try to act, implementation is unlikely without appropriate structures for bargain-
ing and implementation. Consider a quarter-century effort to engineer the obvious trade-
offs that would reduce dependence on tariffs as a means to resist import injury. In 1962
President John F. Kennedy proposed a program called Trade Adjustment Assistance (TAA),
designed to give workers a way out of import-sensitive industries and reduce political op-
position to free trade. As passed by Congress, TAA combined training to upgrade skills of
workers threatened by foreign competition, relocation benefits, and income maintenance
with a uniform national standard. President George Meany of the AFL-CIO, departing from
the frequent protectionism of American labor, strongly supported the program.

The story of implementation is one of dashed hopes. For seven years not a single TAA
petition was approved by the Tariff Commission. When during the next several years eli-
gibility rules were relaxed, only about 35,000 workers received assistance, very few of whom
received training. By 1973 the AFL-CIO complained of broken promises, and protection-
ism was on the rise again. Congress, against the wishes of the Nixon administration, im-
proved the authorizing legislation. It set up a new trust fund which used tariff revenue to
pay for the costs of worker adjustment, instituted a job-search benefit, increased adjustment
assistance, and moved the certification process to a presumably more labor-oriented agency,
the Department of Labor (DOL).

Again, implementation was slow, and violations of rules on timing and support were
common. This time state employment agencies, responsible for outreach and delivery of
benefits, failed to follow through. Both the DOL and the states lacked the funds, the data-
base, and the competence necessary for implementation of the training, counseling, and re-
location provisions. Further, while there may be a national interest in relocating workers,
states charged with service delivery may doubt that depopulation is in their interest. At no
point in this long history was there an effort to mobilize natural constituencies among
unions, industries, and communities to make the program work. By 1976, when President
Gerald Ford reduced tariffs in four “import-injured” industries and announced that he
would expedite TAA petitions, both labor and industry had soured on the program and
were looking out after their own protection, screaming for more trade barriers. The pro-
gram had become a purely income-maintenance effort. Under President Jimmy Carter
such income-assistance costs climbed sharply because of layoffs in the automobile industry;
training continued to decline.

The inevitable cost-benefit analysts now closed in. In 1979 and 1980 evaluation re-
searchers pronounced the TAA program ineffective: income maintenance was a disincen-
tive to job search, recipients did not improve their labor-market position relative to the re-
cipients of unemployment compensation, and so on. What the researchers ignored were
the original purposes of TAA—to link training and mobility assistance to trade policy and
thereby reduce political opposition to freer trade. They also ignored structural and bud-
getary barriers to implementation.
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Under President �onald �eagan, the TAA program was redesigned to cut costs; the leg-
islative history of 1981 suggests that Congress was even unaware of the dormant training
requirement in the 1962 law. By 1983 the administration was proposing to abolish the pro-
gram. (For a detailed account, see Charnovitz, 1986.) In 1987, after six years of mounting
protectionist sentiment and action, the �eagan administration finally endorsed an expanded
but still modest worker assistance and training program; it proposed to abolish the TAA as
a quid pro quo. Labor-left resistance came to fruition during the Clinton administration
when it almost derailed NAFTA and in 1997 helped to defeat fast-track authority.

The structural barriers to effective policy linkage and implementation are plain: the di-
vision of powers between the executive branch and Congress; the incapacity of adminis-
trative agencies to link trade policy and ALMP; the complexities of federal-state relations;
and the lack of institutionalized channels through which the main actors can resolve con-
flict, feed back intelligence, and participate in policy, implementation, and outreach. In
short, even where the federal government has the awareness and the will, in the absence of
appropriate bargaining structures, policy fails.

That policy linkage and continuity foster economic success in the four areas covered is
generally confirmed for these eight countries. We found that if an industrial policy is to
be made acceptable and effective in channeling labor and capital into areas of hope and out
of areas of despair, it must be combined with social and labor policies that cushion the
shock of change for workers and communities most affected—training and retraining, job
creation, placement services, mobility allowances, rent subsidies for readjustment, preretire-
ment pensions, and other income-maintenance or phased retirement for older workers
stuck in declining areas; conversion allowances and research and development funds to en-
courage new products and industries, and more. Discussion of such issues in the United
States, if they get on the agenda at all, is highly compartmentalized, as though they had
nothing to do with one another; therefore policy debates result either in stalemate or pol-
icies that contradict one another.

Similarly we found that if an incomes policy—formal or de facto—is to restrain wages
and reduce inflation or unemployment or both, it must be made palatable to labor leaders
and workers by providing strong social policies and/or an ALMP, and/or job protection as
in Austria, West Germany, Sweden, and the Netherlands. In contrast, among noncorpo-
ratist countries wages are held down (on the assumption that wage-push inflation is always
imminent) by deflationary fiscal and monetary policies, high rates of unemployment, cut-
backs in social transfers, and direct challenges to union power—policy combinations fa-
vored by the governments of Thatcher and Major in the UK and �eagan and Bush in the
U.S. (Chaps. 12, 13, and 18 return to these issues and analyze policy and performance in
the 1990s.)

If the postwar history of these economic and social policies and their implementation
tells us anything, it tells us that types of political economy count. They predict the kinds
of policies governments adopt; even more, how effectively and persistently policies are im-
plemented. The linkage of major economic and political actors in corporatist bargaining
systems facilitates policy linkages; it encourages those trade-offs that improve economic per-
formance. It incorporates more reliable data and research into negotiations. Channels for
talk become channels for consistent action. Thus, compared to the more-decentralized and
fragmented political economies, where policies are segmented, the corporatist democracies
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on average and over long periods have an economic edge, even where they are more vul-
nerable to external shocks. (Chap. 12 on economic performance and chap. 17 on global-
ization present the data.) To link industrial or incomes policies to labor-market or social
policies is to make the whole policy package more effective.

Erosion, Transformation, or Persistence of Corporatism?

Some students of these national bargaining arrangements, concentrating on the economic
constraints of the past two or three decades, have argued that democratic corporatism has
collapsed or drastically eroded in recent years. They suggest that these negotiated economies
suffer from bureaucratic rigidity and cannot adapt to changing economic circumstances, that
if they are not collapsing, they are giving way to sectoral bargaining by industry or locality,
that they face rank-and-file revolts as they fail to deliver benefits for labor, that they require
left dominance for their persistence and are therefore unstable, that they bypass and thereby
weaken parties and parliamentary democracy, and that globalization sounds their doom.

In my view these highly institutionalized bargaining arrangements—like the structures
of labor, industry, political, and electoral systems and parties that created them—change only
gradually, and that while some of them have eroded (Sweden, the Netherlands) others evi-
dence little change (Austria, Norway, Denmark) or have been strengthened (Germany, Fin-
land). This section provides reasons to doubt that the list above is fatal for democratic cor-
poratism; instead, persistence with negotiated adjustment is the rule.

First, are national bargaining arrangements giving way to sectoral or “mesocorporatist”
arrangements? This argument suggests that economic sectors such as auto, electronics, steel,
chemicals, dairy, and the securities industry develop their own rules, networks, values, and
interests, in short, their own system of governance (cf. Hollingsworth, Schmitter, and Streeck,
1994). As economists have noted since Adam Smith, there are, indeed, big differences in
economic organization and performance by industrial sector. But whenever comparative
analysts have tried to play economic sectors against national patterns of political economy as
determinants of outcomes in politics, economics, and welfare, the latter typically win out.

The evidence includes the following: (1) A systematic comparison of industrial relations
systems in two industries, auto and telecommunications, in the United States and Germany
(Turner, 1991) concludes that national legal, social, and political contexts are far more impor-
tant determinants than the technical and economic characteristics of diverse industries. (2) My
data and other studies in chapters 14 (on mayhem), 15 (on the environment), and 16 (on
health) show how national regulatory regimes differ as they confront very similar risks—health
and safety, nuclear energy, smoking, and air pollution. Public policies and performance vary
markedly by type of political economy. (3) Studies suggest that multinationals in particular in-
dustries adapt to host cultures as well as to the constraints of their home-based country; they
are not aggressive change agents (chap. 17 on globalization). (4) Comparisons of regulatory re-
form in the 1980s and early 1990s in telecommunications, financial services, broadcasting, trans-
port, and utilities in Britain, Japan, the United States, France, and Germany show that the com-
mon embrace of deregulation as a good idea belies the action. Ideology and practice were poles
apart. What actually developed were contrasting mixes of reregulation and liberalization shaped
by national institutions (Vogel, 1996). (5) �eviewing findings of the past decade regarding sec-
toral versus national differences, Hollingsworth and Streeck (1994) conclude that differences

Wilensky_CH02  3/14/02  1:46 PM  Page 108



Types of Political Economy

109

in performance and control in sectoral governance within nations are less than the differences
between nations within the same economic sector. (Cf. Traxler and Unger, 1994, pp. 195 – 214.)
In other words national institutional contexts overwhelm sectoral peculiarities. Of course, some
sectors within consensual societies are full of conflict and some sectors within decentralized,
fragmented, and polarized systems are consensual, but the central tendency, the major contrasts,
are national, not sectoral.

Second, it is argued that corporatist democracies are rigid and bureaucratic and (a re-
lated argument) a technocratic threat to democratic accountability. Although corporatist
bargaining processes have a technocratic cast, this does not transform political into techni-
cal decisions. A prime minister who walks into a room flanked by his or her staff experts
to bargain with equally well staffed management and labor leaders does not forget his or
her political base. Neither do the bargaining partners. As for bureaucratic rigidity, my find-
ings in chapter 12 demonstrate that corporatist countries as they faced the two big oil
shocks of 1974 and 1979 – 80 responded more flexibly and quickly with better performance
than did the least-corporatist democracies.

Third, it is asserted that because of economic constraints since the early 1970s neither the
government nor employers can deliver the continual harvest of benefits (wages, job security,
social security, participation in policy decisions in workplace and community) that has sus-
tained consensus and permitted labor leaders to embrace labor peace, wage restraint, and
government tax policies and to cooperate on productivity, labor flexibility, and tax breaks for
management—the trade-offs already discussed. This inspires rank-and-file protest against the
unfavorable bargains their leaders obtain. Thus, it is alleged, worker disaffection is prolifer-
ating and corporatist democracy is fast disappearing. There are three answers to this dire pic-
ture: (1) Corporatist democracies provide stronger and more meaningful channels for par-
ticipation of union members and the general citizenry than the least-corporatist democracies.
Chapter 3 provides data on the amount and types of participation in most of our 19 coun-
tries. Lively participation in broad-based associations provides a prop for continuity; such
participation patterns do not fall off because economic constraints appear. (2) The range of
economic and noneconomic gains for labor is wide, the kinds of benefits numerous. Often
low-cost gains (e.g., expanded participation in managerial decisions, pay-for-knowledge,
flexible schedules) can be substituted for high-cost gains (big increases in wages or pen-
sions).13 (3) Habits of accommodation among the social partners are of long standing and
have survived crises of the past. If we examine recent developments in the two cases that
have evidenced most decline in the strength of bargaining arrangements—Sweden and the
Netherlands—we can see that negotiated adaptation is a better concept than collapse or even
erosion. They are discussed in the next section.

The fourth theme in the literature on the demise of corporatism suggests that when the
bargaining partners interact with one another and the executive branch of government,
they bypass and thus weaken political parties and parliamentary democracy. The mass base
for the legitimacy of corporatist democracy therefore erodes. Chapter 11 shows the oppo-
site: corporatism either strengthens party systems or retards their decline.

The fifth theme is that democratic corporatism requires left dominance and cannot sur-
vive the new weakness of left parties since the 1970s. Aside from the fact that in 12 of 15
governments of the European Union (EU) in early 1999 left parties either dominated or
were part of center-left governments, a later section of this chapter shows that Catholic
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party power or alternating Catholic and left-dominated coalitions are stronger predictors
of corporatist continuity than left power alone. And the Japanese style of corporatism
flourished for decades with little labor-left power.

The final, most strongly argued, theme about threats to the survival of these consensus-
making machines is that globalization undermines the economic base for the necessary
trade-offs. This is a restatement of the third theme—economic constraints rooted in in-
creased competition subvert the social partners’ capacity to accommodate their conflicting
interests. In chapter 17 I show that of several specific dimensions of globalization—recently
increased immigration, the alleged deregulation of the labor market, the increased power of
multinational corporations, capital flows across national boundaries, increased trade, and the
internationalization of finance—only the increased autonomy of central banks is a serious
threat to the welfare state, labor standards, and job security, because powerful monetary au-
thorities subvert public policies that sustain negotiated economies.

One structural shift that adds strain to corporatist bargaining is the universal increase in
the percentage of union members in white-collar unions, especially in public service. It is
clear that the interests of government employees at times diverge from the interests of 
private-sector workers. Public employees, for instance, have a clear interest in raising taxes
to finance expanding government programs; blue-collar workers in manufacturing do not
always see it that way. But labor movements, like political parties, have always embraced
groups of workers with diverse values and interests—high seniority workers vs. low, skilled
vs. unskilled, immigrants vs. natives, minority groups vs. dominant groups, men vs. women,
and so on—with fluctuating success in creating solidarity among them. The capacity of
labor, management, and government to cope with internal cleavages as well as external
shocks varies cross-nationally.

Sweden and the Netherlands as Cases of Most Change

Students of industrial relations generally agree that among the strongly corporatist democ-
racies only Sweden experienced a significant decentralization of bargaining in the past 20
or so years.14 Central wage bargaining in Sweden was first discussed at the 1936 Congress
of LO, the main labor federation, but it was promoted at the request of employers against
the initial opposition of LO; labor, management, and the government, however, found this
system mutually beneficial and it flourished for about four decades. In the early 1970s the
two largest labor federations, LO and TCO, pressed for legal reforms to grant more au-
tonomy to local unions; Parliament passed the Swedish Employment Protection Act giv-
ing unions more say in layoffs and downsizing. In 1983, in the first major break from cen-
tralized wage bargaining, the Engineering Employers Association (VF) and the Metal
Workers Union struck a separate deal for pay higher than LO and SAF (the Swedish Em-
ployers’ Confederation) could agree to.15 While this did not block subsequent central
agreements, formal or informal (e.g., central bargaining was reestablished in 1986 – 87), by
the early 1990s wage bargaining had moved from stable tripartite and bipartite arrange-
ments to less-stable industrywide and local bargaining, although intermittent revivals of cen-
tral agreements have punctuated the slow erosion of the Swedish model. In 1991 the SAF
dissolved its bargaining department. Yet one year later Swedish employers accepted the
�ehnberg Commission’s proposal for a central agreement banning local bargaining. In

Wilensky_CH02  3/14/02  1:46 PM  Page 110



Types of Political Economy

111

short, there has been fluctuation around a 20-year trend toward somewhat more decen-
tralized bargaining—a move toward the German and Austrian systems.

Why has Swedish corporatism changed more than other corporatist democracies? We
must first reject explanations that apply to similar systems of bargaining but did not bring
about the same result. It was not due to universal changes in the organization of work (e.g.,
the alleged trend toward “flexible specialization” or “post-Fordism,” ideas evaluated in
chap. 1), or to the economic constraints facing all countries since the early 1970s, or to the
integration within a single European market that is said to undermine the basis for cen-
tralized national bargaining, as �eder and Ulman (1993) suggest. If these were the main
forces at work, there would be a universal collapse of corporatism, which, we have seen, is
not happening. Instead, the erosion of centralized wage bargaining in the 1980s in Sweden
was largely due to mistakes in macroeconomic policy decisions, especially during financial
market liberalization and a recession, and to changes in LO’s bargaining strategies that ex-
acerbated employers’ rising restiveness about the outcomes of central wage determination
(cf. Huber and Stephens, 1996, 1999; Martin, 1996; and Wallerstein and Golden, 1997).

The economic crisis of the mid-1980s to mid-1990s, while not unique to Sweden, was
deepened by fiscal and monetary policies pursued by both Social Democrats and the bour-
geois bloc, with the latter making the most costly mistakes. From an economic performance
that combined well above average growth, medium inflation, and full employment during
the decades of strongest corporatism, which made Sweden one of the richest and most egal-
itarian countries in the world, Swedish performance moved to average after 1980 (see chap.
12, tables 12.4 and 12.6) when centralized wage bargaining and full employment unrav-
eled. From 1984 to 1994 its GDP average annual growth in volume was 1.0%—at the very
bottom of our 19 countries (“OECD in Figures,” 1996 ed.). The post-oil-shock period
was characterized by soaring debt and deficits; higher unemployment; lower levels of in-
vestment; and capital flight (e.g., between 1985 and 1990 under the Bildt coalition gov-
ernment, outward foreign direct investment from Sweden increased from 10.9 billion Skr
to 69.6 billion Skr [Ingebritsen, 1996, p. 21]). As part of a plan to forge closer ties to the
European Community (EC), the Bildt government adopted a fixed exchange rate policy,
tying the krona to the ECU on May 17, 1991, with a narrow margin of fluctuation. In
essence, Swedish currency was now at the mercy of the anti-inflationary zeal of the Ger-
man Bundesbank (see chap. 17), which itself was intensified by the enormous burden of
German reunification. The Bildt government stubbornly hung on to this rigid currency
rate well after it was clear to everyone that its effects were devastating. Currency exodus
soared within a week. On September 10, 1992, as the key lending rate reached 75%, Prime
Minister Bildt said that past sins need not be eternal and that if necessary “the central bank
is prepared to go even higher. The sky is the limit” (Wall Street Journal, Sept. 11, 1992).
And it was: The overnight lending rate reached 500% before the policy was abandoned on
November 19, 1992. By 1993 unemployment reached an annual average of 8.2%—for Swe-
den the worst rate since the 1930s. Subsequently the government and its Social Democratic
successors returned to devaluation and a much less rigid currency regime.

Other policy mistakes by a series of center-right coalition governments of 1976 – 82 and
1991 – 94 included cutting taxes while increasing spending. The Fälldin government
(1976 – 82) ran up unprecedented annual deficits that way.16 When the Social Democrats re-
turned to power in 1982, they aimed to reduce unemployment by increasing demand while
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decreasing budget deficits—what they called a “Third Way.” That would be accomplished
by changing the composition of demand: decrease the share of domestic consumption in
GNP growth relative to the share of exports and industrial development, reform taxes, and
institute modest welfare state cutbacks. To increase export-led growth, the government first
adopted a big currency devaluation. This policy mix worked very well for a few years. Defi-

cits declined, economic growth took off. However, the devaluation of 1982, based on an er-
roneous forecast of slow American and European recovery from the deep worldwide reces-
sion of 1980 – 82, proved to be excessive. (What economist could predict that the �eagan
administration would adopt massive Keynesian deficit spending appropriate to the Great De-
pression?) Swedish unemployment dropped from 3.5% in 1983 to a low of 1.4% in 1989;
labor markets became extremely tight. An out-of-control boom followed from 1983 to 1990.
Compounding the effect of the oversized devaluation was a second policy mistake, a badly
timed deregulation of the domestic credit market in 1985—badly timed because it came be-
fore the expansionary boom could be cooled down and, more important, before tax reform
had completely eliminated the deductibility of interest on loans. This unleashed a speculative
boom. �eleased from regulation, banks promoted loans to all comers; construction firms and
speculators borrowed heavily. The typical loan financed projects that would succeed only if
the boom was perpetual. The total volume of loans outstanding by all credit institutions more
than doubled from 1985 to 1990. It was a classic speculative bubble. As in Japan, the bubble
burst, leading to a collapse of asset prices and a severe and costly banking crisis.

Financial deregulation undermined the effectiveness of the 1982 devaluation. From 1985
to 1988 both exports and private consumption dropped sharply. Swedish inflation 1983 – 89
was about double that of the EC average; profits soared, but real income for most of the
population declined. Wage restraint for labor unions became politically untenable, adding
wage-push inflation to the mix.17

Finally, on the eve of another worldwide recession, in the two years leading to their de-
feat in 1991, the Social Democratic government increased household taxes (the VAT and,
most unpopular, property tax revaluations). This at a time when consumer demand was
falling and many small social-policy cutbacks that hit their electoral base were taking effect
(see chap. 5, pp. 226–227 and 230–232, and chap. 10, p. 379ff.).

As causes of the erosion of corporatist bargaining arrangements in this period, these pol-
icy mistakes were perhaps less important than two basic shifts in labor strategies inspired by
left factions of both the LO and the Social Democratic Party. The first was a ratcheting up
of the traditional wage solidarity policy adopted in the 1950s—national agreements on gen-
eral wage levels with larger portions going to low-wage workers than high-wage workers.
Employers liked this policy because in practice it restrained wage increases and allowed flex-
ibility through wage drift (paying more than the official wage where employers needed to
recruit or retain skilled workers). Labor pushed for it because it achieved equal pay for equal
work across the whole economy and furthered their egalitarian goals. As Hibbs and Lock-
ing (2000) show, from the mid-1950s to the late 1960s what they call “Wage Solidarity I”
had benign economic effects—it helped to drive out marginal producers, increasing pro-
ductivity, reducing unemployment, and restraining inflation. Substantial compression of
wages occurred but, accordion-like, the wage structure quickly adjusted until the next
agreement reduced the spread again. Hibbs’ “Wage Solidarity II,” however, pushed wage
compression so far that it became a drag on the economy. Here the left demanded much
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greater emphasis on equal pay for all work within workplaces and within sectors. From the
mid-1960s to the mid-1980s, the relative wage spread among blue-collar workers was re-
duced by about 80%. Further, employers found that sharp increases in the lowest wage be-
came a floor from which the whole wage structure moved up. Labor costs sharply accel-
erated (in 1975 – 76 alone, wages, including wage drift, climbed 40%). Employers naturally
rebelled.

The second radicalization of labor-left strategy was an even greater incentive for SAF to
withdraw from centralized national bargaining—the adoption from 1971 to 1977 of legis-
lation curtailing managerial prerogatives and then, the coup de grâce, the LO endorsement
in 1976 of union-controlled “wage earner funds.” These funds were designed to achieve
eventual majority ownership by organized labor of all large companies. The vehemence of
management and public opposition to this proposal was evident in one of the largest mass
protests in the history of Stockholm. It was a parade of white-collar and professional peo-
ple and executives, with banners held high condemning socialism. From SAF’s viewpoint,
“Wage Solidarity II” was bad enough, but the socialization of production was a clear break
from the corporatist compromise, the postwar social contract. By a 1984 law, five regional
funds were set up; money was actually collected from 1984 to 1992 from companies’ net
profits plus a fee based on payroll. Although the Social Democrats withdrew the original
proposal and settled for a much watered-down version, and the wage earner funds were
abandoned in 1992, the damage was done; the SAF formally quit the institution of national
bargaining in 1990. Clearly, from the mid-1970s until 1990 the LO had overplayed its hand
by going to the government to get what employers fiercely rejected at the collective bar-
gaining table. (Cf. the SAF statement by Hans-Göran Myrdal, 1991.)

It is important to note that all of these centralized systems, in Sweden as well as other
corporatist democracies, have large elements of decentralization in them. National wage
and benefit agreements always leave room for adaptation to local and industry conditions.
The percentage of the labor force working at the centrally negotiated wage is often small.
Some of these systems depend on the wage leadership of the largest unions and employ-
ers, as in Austria and Germany. All of them evidence much informal consultation and co-
ordination. Only by exaggerating the rigidity of central wage bargaining in the past can
one see recent developments as a radical structural change. Even in Sweden during the cri-
sis of the early 1990s, there was consensus among the major parties and bargaining part-
ners regarding welfare-state reforms, including pensions, job-injury insurance, sick pay, and
personal social services (see chap. 5). The reforms were designed to cut costs while main-
taining Sweden’s commitment to universalism and solidarity; the level of taxes needed to
sustain this commitment was an area of compromise.

In my conversations with Swedish politicians, several leaders and staffers of the Social Dem-
ocratic Party and the Liberal Party agreed with most of this account of uniquely Swedish de-
velopments that explain the erosion of Swedish corporatism, although their judgments about
the relative importance of the causes differed. Indeed, even labor and management negotiators
agreed with these broad outlines. But the party politicians of the center-left said I should add
the subversive role of a new breed of model-building economists, theorists of unmodified free
markets, some of them monetarist ideologues who gradually penetrated the finance ministry,
business enterprises, and the SAF while converting journalists covering the economy. My in-
formants railed against these expert right-wing ideologues, who claim that budget deficits and
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wage-push inflation are the root cause of sputtering economies, that the welfare state is the
root of the deficits, and that a tight monetary regime, cuts in social spending and taxes (espe-
cially taxes on capital), restrictions on the power of unions and other interest groups combined
with deregulation, privatization, and much more reliance on free markets are the solution (e.g.,
Lindbeck et al., 1994). These politicians claim that both the center-left and center-right are
infected by these ideas. Although they support the welfare-state reforms described in chapter
5, the rest of this very American package, they say, is pure ideology, a formula for destroying
Swedish institutions and polarizing Swedish society. My own view is that this combination of
�eaganomics and Thatcherism in the heads of neoliberal economists was a major influence in
New Zealand’s recent shift toward neoliberal policies and the subsequent destabilization of
economy and polity (details in chap. 11) but was only incidental in the Swedish story. In Swe-
den the countervailing power and ideology of the left and labor were and are much stronger
and the pragmatism of the bargaining partners much more dominant.

Despite undergoing the most change of all the corporatist democracies, relative to the
least-corporatist democracies Sweden’s consensual style is still evident. Swedish corporatism
is no dinosaur of merely historical interest.

The Netherlands is second only to Sweden in the degree of change in long-standing cor-
poratist bargaining arrangements. Its centralized tripartite system of bargaining came under
enormous strain in the last 30 years or so.18 The postwar corporatist settlement was renegoti-
ated and refined throughout this period. In the 1940s and 1950s labor unions exchanged wage
restraint for full employment and the expansion of social programs. In the 1960s, some union
leaders were confronted with rising worker militancy expressed in occasional wildcat strikes;
they were forced to demand better wage increases than the national labor federations had
agreed to. Governments responded by increasing the scope and generosity of social programs.
The economy was booming throughout this period; among our 19 rich democracies the
Netherlands ranked well above average from 1950 to 1974 (table 12.1). Generally incomes
policies were very successful until 1963; then the pressures of full employment with its un-
official wage increases, worker dissatisfaction with wage restraint (especially in such profitable
industries as natural gas), and increasing economic diversification and industrial restructuring
as well as a gradual erosion of “pillarization” undermined social consensus and led to incomes
policy failures in 1963 – 75 (Flanagan, Soskice, and Ulman, 1983; Houska, 1985).19 Wages rose
more than productivity and more than wages in other European countries. Party politics be-
came more volatile, cabinet formation more difficult. In the severe recession of the early 1980s
a center-right government pursued an uncompensated incomes policy, including deflation, high
unemployment (up to 10.1% in 1980 – 1983), and cutbacks in social transfers (Visser and
Hemerijck, 1997; Wolinetz, 1993, p. 24); the economy sputtered (table 12.4).

These and other economic problems cumulating since the early 1970s put further strain
on the system: soaring public debt and deficits (up from 4.0% of GDP in 1961 – 73 to 5.9%
in 1974 – 83 and 7.2% in 1980), rising unemployment (from 1.1% 1961 – 73 to 5.4%
1974 – 83 to 9.2% 1984 – 1991), and uniquely Dutch annual working hours per worker of
only about 1,400, putting it at the lowest level of all our rich democracies, combined with
gross inefficiencies in welfare-state design and administration. (See chaps. 5 and 15 and table
15.3 on the extraordinary cost of sickness pay and disability insurance and the very low
rates of labor-force participation of middle-aged workers in the Netherlands.) Coping with
all this obviously required substantial changes in social and economic policies.
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Structural shifts since the early 1970s are often interpreted as the breakdown of democratic
corporatism.Yet corporatist bargaining arrangements persist in modified form even to this day.
The quasi-public Social and Economic Council (SE�) now evidences more clashes of fixed
positions, which decrease its moral authority. The Labor Foundation, officially bilateral, has
taken over some of the functions of the SE�. After the 1982 “Accord of Wassenaar,” mark-
ing the return to wage moderation as the unions’ dominant strategy for investment and job
growth, what were formal consultations and negotiations gave way to informal discussions or-
chestrated by the Ministry of Social Affairs and Employment. These discussions led to cen-
tral agreements between the social partners in 1984, 1986, and 1989. Instead of detailed pacts
on wages and benefits to closely guide collective bargaining, these were shorter, nonbinding
recommendations on specific issues—youth unemployment, or how to reduce long-term em-
ployment.20 The government continued to consult with SE� on a wide range of problems,
but employers’ associations that once went through SE� now more often deal directly with
unions. The government for its part draws on both SE� and alternative sources of advice. In
1992 the cabinet requested advice from the SE� on the consequences of the European mon-
etary union and European integration. Tripartite consensus in its report was followed by
agreement of labor, management, and government to meet two times a year under the aus-
pices of the Foundation of Labor and the important November 1993 accord, “A New
Course.” In 1994, this time under the left-liberal coalition headed by the social democrat
Wim Kok, the central federations of labor and employers recommended that unions and man-
agement coordinate sectoral bargaining to curb labor costs, an urgent management demand.
In return, labor got a slightly shorter work week for full-time workers and an agreement to
cut unemployment by the creation of part-time jobs, mainly through job-sharing, and espe-
cially for women. This was designed to overcome the handicap of extraordinarily low Dutch
labor-force participation. In addition, employers promised to include local union representa-
tives or works councils in negotiation over local issues. In the late 1990s unions traded con-
tinued wage restraint for expanded training opportunities and increased emphasis on paid and
unpaid leave to care for children and the aged. Finally, recommendations of the Labor Foun-
dation and labor-management agreement on “Flexibility and Security” led to new legislation
in 1998 – 99. This provided temporary workers with more security and benefits in return for
some loosening of tight dismissal rules that protected regular employees.

In short, meetings continue and bargains are struck. While the scope of issues covered
has diminished and formal meetings are fewer, frequent informal consultations provide chan-
nels for solving problems. In an organized and controlled decentralization of industrial re-
lations over the past two decades, consultation and coordination between the managers of
major multinational firms, major central employers associations, and labor unions has been
frequent and intense. (Visser and Hemerijck, 1997, pp. 111 – 112.) Further signs of contin-
uing consensual bargaining are strike rates: they remained low throughout 1960 – 87, the pe-
riod for data analyzed in chapter 12 and appendix G; among 19 countries the Netherlands
ranked between 17th in 1960 – 72, and 14th in 1983 – 87 in man-days lost through strikes.

Despite some erosion of formal bargaining structures, as in Sweden, both informal and for-
mal interaction among the social partners persists. The celebrated Dutch civility is very much
alive; a high level of trust prevails; pragmatic accommodations are the continuing custom.

The outcome in the 1990s was a restoration of good economic performance—low in-
flation, low interest rates, lowered deficits, increased job creation, and declining unemploy-
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ment—by 1997 down to 5.5%, half the EU average. All this with no significant increase
in inequality.

One reason for the persistence of corporatist bargaining arrangements—even in the cases
under most pressure—is that they have been institutionalized after a long period of devel-
opment. This is clear from analysis of their causes.

Structural and Ideological Sources of Democratic Corporatism

Among the many forces scholars have listed as causes of democratic corporatism (or “negoti-
ated economies”), four are most prominent, three of them national, one external: (1) the level,
rate, and timing of industrialization (early, late, very late) as they shape the structure of indus-
try and/or labor and/or agriculture (Gerschenkron, 1962; De Schweinitz, 1964; Ingham, 1974;
Kurth, 1979; Lafferty, 1971); (2) the power and ideology of mass-based social and political
movements and parties (Wilensky, 1981c); (3) electoral systems, especially various forms of pro-
portional representation (Katzenstein, 1985a, pp. 150 – 157; Wilensky, 1976a, p. 37; cf. Lijphart,
1984); and (4) the openness of economies or trade dependence (Katzenstein, 1985a, 1985b;
Abraham, 1981; Swenson, 1991; Lehmbruch, 1991, 1993; Wallerstein 1989).

Since the late 19th century these forces have interacted to produce fully developed cor-
poratist bargaining structures, generally in place by the 1950s. I have tried to sort them out
sequentially to uncover their causal order. Some quantitative tests can help to assess their
relative importance. The following briefly summarizes the arguments.

Leftism, Catholicism, and Democratic Corporatism21

The last half of the 19th century saw the rise of mass-based left parties and movements (so-
cialist, social democratic and labor parties with a labor movement base) and mass-based
Catholic parties and movements (Christian Democratic, Christian Socialist, and Social
Christian parties with a Catholic church base). What left parties of the past century or so
have in common is an ideological commitment to use the apparatus of the state to redis-
tribute income, power, and status toward lower strata or at least the lower half of the dis-
tribution. The ideological stance of Catholic parties is more difficult to delineate because
of its greater diversity and the vagueness of party platforms and manifestos. But it emerges
more clearly in what it opposes: it stands as an alternative to both 19th-century liberalism
and socialism, its two major ideological enemies. In contrast to liberalism, Catholic parties
generally favor an active role for the state. But as opposed to collectivism, they view such
intervention only as a means of harmonizing the conflicting interests of rival groups, whose
basic autonomy Catholics wish to safeguard. Within this framework there is room for both
social Christian principles, which lean toward egalitarianism, and an emphasis on organic
hierarchy. In short, my measures of Catholicism and leftism refer to a party’s ideology, not
to its electoral base or behavior in office. Thus Catholic parties carry into power an anti-
collectivist, antiliberal theme laced with a concern for workers and the poor; left parties
carry into power a persistent egalitarian ideology.

That Catholicism is conducive to corporatism, democratic or not, is not surprising. That
left party dominance would have effects similar to those of Catholic party dominance is
not so obvious.
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Political history provides abundant illustration of the functional equivalence of Catholi-
cism and leftism, including many episodes of ideological and structural convergence. Al-
though Catholic parliamentary groups, drawing on medieval and romantic themes, have
often been conservative or reactionary, the rise of Social Christian and particularly Cath-
olic workers movements in Belgium, the Netherlands, Germany, Italy, and France pushed
European Catholic politicians toward the left. For many decades they have increasingly
emphasized support of free labor unions, labor legislation, social security, and an economic
order based on industrial self-government and worker participation in management, own-
ership, and profits, with close collaboration between unions and employer associations. Op-
portunities for alliances with leftists opened up. For instance, in Germany during the 1920s
a Catholic minister of labour, Father Heinrich Brauns, was responsible for vanguard pro-
gressive social legislation; the context was intermittent coalition between the SPD and the
Center Party. Similarly, after World War I Belgium saw a variety of coalition governments:
Catholic-Liberal-Socialist, Catholic-Liberal, Catholic-Socialist. But through them all, as
Fogarty suggests, “the Catholic Party remained the pivot, and a steady stream of political
and social reforms came forward” (1957, p. 299).

What contemporary socialists and Catholics have in common, aside from their desire to
attain and maintain power, is a traditional humanistic concern with the lower strata, which
has its roots in the early modern era. In the continental Catholic case, we find that Cath-
olic humanists of the 16th century had considerable influence on the approach of urban
businessmen and lawyers to their urban crisis and their poor, both “deserving” and “un-
deserving.” Lyon provides one of the many examples of a religious coalition for welfare re-
form dominated by Catholics. In 1532, the French cleric and humanist Jean de Vauzelles
urged the notables of Lyon to introduce sweeping new welfare measures including train-
ing and education for poor children, the recognition of the right of unemployables to sup-
port, a central treasury administered by laymen, and so on (Davis, 1968). The contempo-
rary expression of this Christian concern is evident in passages on welfare, poverty, and labor
in the “social” Encyclicals of Popes Leo XIII, Pius XI, and John XXIII, as well as in the
activism of social-minded priests.

The affinity of Catholicism and leftism as sources of democratic corporatism is confirmed
by empirical observation (Wilensky, 1981c, pp. 362 – 368). Data show that cumulative Cath-
olic power and cumulative left power have similar effects on the direction of the political
economies of rich democracies. Since World War I those countries with strong corporatist-
technocratic linkages either have strong Catholic or left party power or both, except for
France. Table 2.1 shows the interaction of party power and corporatism and presents cu-
mulative scores for legislative and executive power combined. Appendix B discusses the
measures of party power. Apparently their hierarchical structures, their support for progres-
sive labor and social legislation, their advocacy of worker participation schemes, and their
humanistic concern for the poor move these two mass-based parties toward the corporatist
compromise when they achieve substantial power and can act out their ideologies.

At first glance the time order is a problem. Because one component of corporatism is
centralization of government (which facilitates or necessitates the centralization of labor
and employer federations), it could be argued that democratic corporatism is as old as Cath-
olic party power. However, Catholic parties, once formed, can and do build upon the 
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aSee text for definitions and measures.
bParties defined by their ideological stance, not by their social base or behavior in office. See text. The

shorter period 1946 – 76 yields the same results.
c1 � presence of P� in national electoral system for first (lower) or only chamber 1945 – 80; 0.5 � mixed

proportional-plurality; 0 � absence. The four parliamentary-plurality systems are Australia, Canada, New
Zealand, and the UK; the ten parliamentary-P� systems are Sweden, Norway, Finland, Israel, Denmark, the
Netherlands, Belgium, Austria, Italy, Germany. Ambiguities include West Germany: list P�; mixed P� and
plurality but almost entirely proportional in allocation of seats; two votes per voter. Japan: single nontrans-
ferable vote in multimember district makes minority representation possible; it is semiproportional. France
IV 1946 – 58 had list P�; France V 1958–on is mixed; national assembly is mixed majority-plurality with
minimum of 12.5% for second ballot, where plurality rules; presidential majority by runoff if necessary. Ire-
land’s system of a single transferable vote where voter ranks individual candidates makes it like P�. USA is
the purest case (and among rich democracies the only case) of presidential-plurality. Sources: Lijphart (1984,
1990, 1991); �okkan (1970); Bogdanor and Butler (1983); Grofman and Lijphart (1986).

dFor 1880 – 1939, data for Europe are from B. �. Mitchell, European Historical Statistics 1750–1970 (New
York: Columbia University Press, 1975); data for USA, Canada, Australia and New Zealand are from B. �.
Mitchell, International Historical Statistics: The Americas and Australasia (Detroit: Gale �esearch Co., 1983);
data for Japan are from K. Ohkawa and H. �osovky, Japanese Economic Growth: Trend Acceleration in the Twen-
tieth Century (Stanford: Stanford University Press, 1973), Appendix tables. Figures for Sweden, Australia,
and Norway are as a percent of GDP; for Switzerland, Germany, Belgium, Netherlands, and Ireland as a
percent of Net National Product (� GNP minus maintenance and depreciation of capital stock); for New
Zealand as a percent of Aggregate Personal Income. The figures for 1950 – 60 are averages of data for 1950,
1955, and 1960, all as a percent of GNP. The 1950 data are from Yearbook of International Trade Statistics 1974
(New York: UN, 1975) and the 1955 and 1960 data are from Yearbook of International Trade Statistics 1987
(New York: UN, 1989).

  . The interplay of left and Catholic party power, proportional representation, and trade
dependence as sources of democratic corporatism
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ancillary institutions of the Catholic Church, which are much older than the centralized
state. Catholic party dominance thus taps an older social-political complex. Further, while
highly centralized governments may precede the creation of both Catholic and left parties,
the fully developed corporatist bargaining arrangements at issue here are a quite recent de-
velopment. Although there are precursors of tripartite and bipartite labor-management
structures under the formal or informal auspices of government (Hans Daalder [1974,
p. 616] finds such accommodationist styles in cities and provinces of the Netherlands as
early as the 16th century), not until the beginning of the 20th century and especially after
World War I did the national systems in place today become institutionalized—that is, pub-
licly recognized and sanctioned in contracts, custom, and law. For the 13 cases labeled cor-
poratism in table 2.1 the corporatist threshold appears in the 1930s or later with the ex-
ception of Denmark (1899 marks the “September Agreement” between the DA, a private
sector employer association and the LO, the labor confederation) and the Netherlands
(1917 marks a grand compromise among competing political interests on religious schools,
general suffrage, and P� that led gradually to the Social and Economic Council of 1950).

Electoral Systems as a Cause of Corporatism

�egarding proportional representation (P�), this electoral procedure clearly fosters the in-
tegration of labor movements and socialist movements as well as minority groups (based
on ethnicity, religion, race, ethnic-linguistic identity) into the political center, ultimately
promoting a corporatist compromise. Historically the P� compromise in 11 of our rich
democracies preceded the corporatist compromise. Some form of P� appeared in these
countries from 1855 to 1920, sometimes starting locally in cantons, provinces, or towns be-
fore spreading to parliamentary elections at a national level.

eAverages cover fewer years for some countries. For Japan, only 1905 – 13; for Switzerland, 1913 only;
Canada 1880, 1890, 1900, 1910 only; and Netherlands 1900 – 13 only. The average for Netherlands is above
100% for two reasons: it may include the large amount of re-exports of primary products from the East
Indies; and the denominator is Net National Product rather than GNP. In any case, monographic and his-
torical literature confirms the early export dependence of the Netherlands.

fFor Denmark, 1921 – 29; Belgium, 1924 and 1927; Austria, 1924 – 29; Germany, 1925 – 29; Switzer-
land, 1924 and 1929; Canada, 1920 and 1926 – 29; and Ireland, 1929 only.

gBelgium, 1930 and 1934 – 39; Austria, 1930 – 37; Germany, 1930 – 38; New Zealand, 1931 – 39; and
Ireland, 1931, 1933, and 1936.

  . (continued)
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Most often P� was a response of dominant Conservative or Liberal parties facing the
rise of mass-based Catholic or Socialist movements or parties, newly franchised, whose in-
creasing electoral success threatened their dominance. For instance, in Sweden and Den-
mark from 1915 to 1920 it was a response of a dominant Conservative party to rising Lib-
eral and Social Democratic parties; in Norway the dominant but declining Liberal party
faced a rising Labor party; in Italy the declining liberals faced rising Socialist and Catholic
parties; in Switzerland in 1919 the dominant liberals (mainly the �adical party) faced both
rising socialist parties and a peasant party (especially in Bern and Zurich); in Austria bour-
geois and Christian Socialist parties ceded to the demands of radical and Social Democratic
parties. In three cases (Belgium, Netherlands, Austria), the adoption of P� was a response
of dominant Catholic parties threatened by militant socialists. In several cases P� was also
inspired by the interaction of dominant ethnic-religious groups and competing minorities
as in the cases of Denmark’s minority (in Schleswig-Holstein in 1855), or Ireland’s mi-
nority Protestants. Less clearly, the extreme social heterogeneity of Israel and Switzerland
was important in their adoption of P�.

Dominant groups in decline, anxious about their political future, facing gradual erosion
if not ultimate extinction, saw P� as a means of ensuring their continued representation in
government and as a way to tame the rising militants. In turn, the mass-based Catholic and
left parties, unsure they would ever reach an electoral majority, also saw P� as their ticket
to assured representation. In short, conditions for the P� compromise were ripe. And by
1920 all the countries that now use P� had adopted it.22

Why did P� foster democratic corporatism? The effect of P� on politics has been in
dispute among students of electoral procedures. Anglo-American scholars for the most part
argue that P� leads to a profusion of political parties (Finer, 1970, pp. 556 – 558; Hermens,
1941, pp. 15 – 19); and fosters political polarization and ideological extremes (Bagehot,
1928, pp. 137 – 138; Hermens, 1941, pp. 19 – 30; Finer, 1970, pp. 15 – 30). P� systems are
even alleged to be a major cause of the rise of Hitler (Hermens, 1941, pp. 214 – 300) and
Mussolini (ibid., pp. 147 – 213).

Students of comparative politics, however, have presented much empirical evidence to
suggest that, in fact, P� systems have almost all had a benign effect: they have fostered coali-
tion building and a politics of moderation; and they are a major facilitating stimulus to con-
sensual bargaining among interest groups, parties, and the state (Dahl, 1966; Bogdanor,
1983, pp. 248 – 253; Lijphart, 1984, 1990). The reasons are these: If a strong minority
emerges and has no hope of parliamentary representation, it is likely to spend its time pu-
rifying its doctrine, finding extraparliamentary means of protest and training its cadres for
militant action (political strikes, street demonstrations, riots). Under P�, small minorities
stand a good chance of winning representation or, better, becoming a minority party in a
governing coalition. This prospect entices them into accommodation to moderate agen-
das. Instead of pursuing maximal unnegotiable demands they spend their time bargaining
with other parties about policies that might actually be enacted and implemented; they pre-
pare for the moment of real power. Larger parties in decline, for their part, are open to
coalition building because P� assures them of a soft landing on the way down. While they
will never win an absolute majority of parliamentary seats, they will be assured of a sub-
stantial number and, better, can hope for possible dominance of centrist coalitions. By pro-
moting the inclusion of labor, the left, and minority groups, by making government more
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representative of the preferences of the voting public, P� fosters the habit of consensual
bargaining conducive to democratic corporatism.

Table 2.1 is unequivocal about this connection: All the clear cases of democratic corpo-
ratism have P� systems; one marginal case (West Germany) and two cases of corporatism-
without-labor (France, Japan) have mixed systems; the fragmented, decentralized democra-
cies, with the sole exception of Ireland, do not have P�.

A final reason that P� did not generally produce the dire effects predicted by its oppo-
nents is that the architects of P� in the late 19th century and the early 20th century modi-
fied it to keep extremes of left and right or militant minority splinter groups out of office:
they set the seat-winning thresholds high; they kept district magnitudes within reason (so
the number of seats per district would not be too high); and in other ways they discour-
aged extremes. Only 3 of the 13 countries in my study now using P� (Italy, Israel, and
Denmark) have relatively pure forms of it, and all three display the pathologies critics com-
plain about. For instance, the threshold for representation is 1% in Israel and 2% in Den-
mark; in Italy until the August 1993 electoral reforms, there was no legal threshold at all.
P� is like patent medicine: a proper dose is good for you; an overdose can kill you.

The Timing and Nature of Industrialization as a Cause

Beyond the interaction of leftism, Catholicism, and proportional representaion there is a
parallel process that plays its part in producing the inclusive, centralized economic organi-
zations essential for corporatist bargaining arrangements—late industrialization and its struc-
tural effects. Theories of political development that accent the timing and nature of eco-
nomic development emphasize variations in the structure and behavior of industry and/or
labor unions and/or agriculture. Synthesizing their arguments in summary form:

. Late industrializers (Germany, Austria, Italy, Norway, Sweden, Denmark, Belgium,
France, and Switzerland), facing already established developed countries with mass mar-
kets, must target niche markets, concentrate capital, and coordinate government and business effort
(Ingham, 1974, pp. 38 – 44; Gerschenkron, 1962, pp. 16, 73, 353 – 355). Thus in capital
formation the state either replaces commercial banks (mainly in late-late developers such
as �ussia) or guides investment banks closely (as in Germany, France, Italy, Switzerland,
Belgium, and Austria) (Gerschenkron, 1962, pp. 14 – 15, 19, 354 – 355). That is why
enterprises are on average larger than those of earlier developers such as the U.S. and
Britain.

. Late industrializers evidence highly developed product specialization and relatively simple
technological and organizational structure; they skip over earlier “craft” stages characteristic of
Britain and the U.S. by applying already available mass production techniques to their
leading industries. In Sweden it was the engineering industry, especially producers of
turbines, internal-combustion engines, and ball bearings. In Norway it was the electro-
chemical and electrometallurgical industries. In Denmark it was the producers of quality
goods such as silverware, porcelain, marine engines, and beer (Ingham, 1974, pp. 41 – 42,
46, 61, 63 – 64).

. Industrial and financial concentration, specialized products, mass production tech-
nology, large enterprises, and strong government guidance combined to produce more or
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less centralized political economies. Because union structures tend to mirror industrial
structures, unions among the late industrializers developed fewer, more-inclusive structures
(multi-industrial, multicraft) and more-centralized labor federations. The structure of trade asso-
ciations and employer associations, of course, reflect the same trends.23 In contrast, the
early developers with their many smaller, competing enterprises in each sector evidence
more numerous, decentralized, narrowly based unions and similar, product-oriented trade
associations and weaker employer associations.

It is possible that industrial concentration is a double-edged sword—facilitating cor-
poratist bargaining structures until the 1980s or early 1990s but weakening them there-
after. Thus, it was Sweden, which leads in the percentage of its labor force in large firms,
where management most strongly embraced labor in centralized bargaining. What cen-
tralized management gives, however, it can take away, if it feels strongly that the outcomes
are bad. A unified, cohesive employer federation dominated by big industry, like the SAF,
can in one stroke abandon consensual bargaining arrangements it earlier accepted. This
may be one reason that Sweden, and, to a lesser extent, the Netherlands, suffered greater
erosion in its bargaining arrangements since the 1980s than did Norway, Finland, Ger-
many, or even Denmark (where corporatism never flourished anyway), as we have seen
above. Several students of the Swedish political economy argue that one source of the ero-
sion of democratic corporatism was Sweden’s industrial concentration (Wallerstein and
Golden, 1997; Huber and Stephens, 1998; Pontusson and Swenson, 1996).24 My impres-
sion is that such concentration was a stronger source of the emergence and long persis-
tence of democratic corporatism than it is now of its erosion.

Does Trade Dependence Matter?

If globalization is a driving force in shaping national institutions and public policies we
should see its effect in the behavior of the most trade-dependent countries. Many scholars
have recently argued that trade dependence and intensified international competition cloud
the future of the welfare state and threaten high labor standards. Several students of the his-
tory of corporatist bargaining arrangements, in contrast, have argued that export depen-
dence was a factor in the development of centralized industrial relations and, more broadly,
tripartite bargaining between labor, management, and the state, which fosters high wages
and expansion of the welfare state. Here is a brief summary of the argument that export
dependence fosters corporatism and expansive social policies.

First, countries highly dependent on exports for their economic well-being could not
rely on an unfettered free market. Their governments had to collaborate with industry to
target foreign markets; they therefore drew on business associations as well as farm organi-
zations and ultimately sought the collaboration of labor, encouraging the coordination and
centralization of all three. Katzenstein (1985a, pp. 165 – 171) and Lehmbruch (1991,
pp. 136 – 139; 1993, pp. 52 – 53) make somewhat similar arguments.

Second, industrial firms in the large export sectors are capital intensive; labor costs are a
small percentage of total costs. This lessens the militant antilabor stance characteristic of
labor-intensive industries aimed at the home market. The exporters can afford high wages,
do not oppose the welfare state, and are willing to accommodate unions rather than try to
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break them. Labor, in turn, moderates its demands; unions and the political parties they sup-
port move from revolution to reform. The German case as analyzed by Abraham (1981,
pp. 123, 143 – 151) epitomizes this point: in the late 19th and early 20th century an amal-
gam of old craft industries with the dynamic export sectors—especially chemicals, metal
finishing, and machinery—was based on a shared antiprotectionist orientation that was
mildly favorable to collective bargaining and social democracy. Kurth (1979, p. 23) points
out that these same industries, especially chemical and electrical, had an added interest in
promoting mass consumption and therefore supported parliamentary coalitions with social
democrats who advocated expansion of the welfare state. Although the labor-export alliance
of 1924 collapsed in 1930, its structural roots regenerated when democracy was restored after
World War II under both Christian Democratic and Social Democratic regimes.

Third, in these export sectors, industry and labor alike become aware of what govern-
ments are already saying: economic welfare depends on productivity and labor peace. The
bargaining parties are driven to corporatist accommodation not only by their structures but
also because industrial conflict is far more costly to the national economy than it is in coun-
tries with large internal markets not so dependent on trade (cf. Katzenstein, 1985a, pp. 80,
86, 165 – 170; 1985b, p. 236; and Swenson, 1991, pp. 520 – 526).

Thus, late industrializers, it is argued, produce economic structures and political alliances
in the expanding export sectors that are conducive to democratic corporatism. Their de-
pendence on unpredictable external markets forces these countries to get their internal act
together with government orchestrating cooperation among the social partners.

In sum: The sources of democratic corporatism in its various forms can be found in the
interaction of rising mass-based political parties, notably Catholic and left, where incum-
bent regimes were moved to accept proportional representation. This electoral system, in
turn, enhanced the power of leftism and Catholicism, ideologies sympathetic to both cor-
poratism and the welfare state. We know that the P� compromise as well as left and Cath-
olic party power preceded the corporatist compromise. A parallel process was the timing
of industrialization as it shaped the structure of industry and agriculture, the size of enter-
prises, the concentration of capital, and above all, the centralization and inclusiveness of
labor federations and employer federations and the role of the state. It is significant that all
of these powerful forces are internal, institutional, and national.

We can now test their importance relative to trade dependence and use some quantitative
tests. Just a glance at table 2.1 suggests that P� is by far the most important source of cor-
poratism and that Catholic power is a close second. Left power is a less important explana-
tion, largely because since World War I left parties are much more frequently thrown out
than Catholic parties, and the duration of left power is rarely long. Further, substantial episodes
of left power appear in the U.S., New Zealand, the U.K., and Australia where corporatism
is notable by its absence. With rare exceptions, left power without P� has little lasting effect
on anything. �egarding trade dependence, table 2.2 shows no clear picture, except perhaps at
the extremes of the highly export dependent Netherlands, Belgium, and Switzerland.

A multiple regression analysis of the sources of democratic corporatism (not reported
here) confirms the picture. Included are scores for corporatism based only on the cen-
tralization of labor federations and of government regressed on the following independent
variables three at a time: left power, Catholic power, P�, and trade dependence for vari-
ous periods (measured by either exports as a percentage of GNP or exports plus imports
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as a percentage of GNP). The results are unequivocal: export dependence fades as a source
of corporatism when any two of the other variables are included. In fact, as we see from
table 2.2, none of the correlations between trade dependence from 1880 to 1960 and cor-
poratism are significant. If we delete the Netherlands as a clear outlier in both postwar
corporatism and trade dependence in 1880 – 1913, the correlation is about zero; if we
delete Belgium in trade dependence for 1920 – 29 as an extreme case, the correlation drops
from .31 to .14. With these two cases excluded, the correlations of corporatism with trade
dependence in five-year intervals from 1950 to 1980 increases over time. This suggests
that if there is any causal relation, it is in the reverse direction: corporatism causes export
success rather than the other way round (a finding somewhat at odds with the 12-coun-
try comparison of Peter Katzenstein, 1985a, pp. 81 – 87, 137, 165 – 173). In other words,
the hypothesis that the external shock of heavy dependence on fluctuating world markets
inspires consensual bargaining arrangements finds no support.25

Chapter 17 returns to the question of whether various aspects of globalization beyond
trade dependence have already or will eventually undermine the institutions that sustain cor-
poratist bargaining arrangements such as the bargaining power of labor federations—in-
creased migration, increased international capital flows, the rise of multinational corpora-
tions, and the increasing autonomy of central banks. Only the power of central banks, I
argue, is of great importance as a threat to the social contract, to the accommodations among
labor, management, and the state that maintain labor standards and the welfare state.

 . Zero-order correlations of trade dependence and corporatism

aSee table 2.1 for sources and dates of trade dependence data.
bThis correlation is .56* when the Netherlands, a clear outlier, is included.
cThis correlation is .31 (n.s.) when Belgium, an extreme case, is included.
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Why No Corporatism in Ireland?

The �epublic of Ireland has several attributes of polity and economy ordinarily favorable
to the development of democratic corporatism. First, it has an electoral system equivalent
to semi-P�—a single transferable vote where the voter ranks individual candidates. Indeed
Ireland is the only exception to the rule that among 19 rich democracies P� has histori-
cally fostered some type of corporatism (see table 2.1). Second, although Ireland does not
have distinctly Catholic parties in competition with left and other parties, its culture of
Catholicism provides fallow ground for ideas about labor-management harmony and hier-
archy as well as humanitarian approaches to reducing poverty and celebrating the place of
labor. Further, by 1979 union density in Ireland reached about 57%, a bit more than the
UK’s. (In the 1980s, however, union membership dropped as fast as it did in the UK, by
more than 11 percentage points. See Western, 1995, p. 181.)

But P�, Catholicism, and an above-average union density are not enough. As in Britain,
efforts to develop corporatist bargaining arrangements ran up against unfavorable labor, in-
dustrial, and employer structures. Irish manufacturing industries have long been dominated
by small- to medium-sized firms—even more so than Denmark; only 13% of Irish manu-
facturing workers are in companies employing more than 500 workers, compared to the also
small 22% of Danish workers (OECD, 1993a).26 The newer export industries developed
since the 1970s—for example, engineering, information technology, medical equipment—
are largely capital intensive and foreign owned, another barrier to inclusive unionism and
national bargaining (Hardiman, 1988, pp. 30ff., 38 – 41; and OECD, 1993a, p. 77). Despite
episodic attempts to link national collective bargaining agreements to government tax pol-
icies and to widen the scope of bargaining in the 1970s, despite many memos in govern-
ment offices, especially from the tripartite National Industrial and Economic Council in the
1960s and the Department of Planning and Development in the late 1970s sketching the
possibilities and advantages of social partnership (�oche, 1982, pp. 60 – 64; Hardiman, 1988,
pp. 47 – 52; and personal interviews), centralized, tripartite bargaining failed to take hold. Ire-
land, like Britain, lacks the inclusive labor unions and centralized labor federations as well as
matching industrial structures and employer associations to sustain such efforts (Hardiman,
1988, pp. 128 – 138, 161 – 165, 178 – 182, 243). Dispersed, decentralized, and fragmented
union structures pursue straight trade union objectives. By 1983 in this small country there
were still 78 unions, many of them competing for jurisdiction and membership. Labour fed-
erations, like their employer counterparts, remain weak. Irish employers are as likely to deal
with shop stewards as with full-time union officers. Throughout the postwar years neither
side of the industrial battlefield has displayed much solidarity.

Beyond the usual Anglo-American fragmentation by occupation and firm, the Irish labor
movement was further divided by the national question and by competition between Irish-
based and British-based unions. These divisions, especially important in the formative stages
of electoral mobilization, kept the labor movement distant from the Labour Party (ibid., pp.
124 – 125); to this day they give the party system a cross-class character (Farrell, 1992, p.
390), where loyalties rooted in the Civil War overcome union or Labour Party loyalties.

In short, the structure and interaction of labor, management, political parties, and the
government puts Ireland much closer to the political economies of the UK and the U.S.
than to the democratic corporatism of Austria, Belgium, and the Netherlands or to the
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weak corporatism of Denmark. Ireland’s electoral system, Catholic culture, and union
strength, however, may account for the incipient corporatism of the 1970s—the failed
efforts to forge a social contract.

Conclusion

By combining our three types of bargaining arrangements with data on the cumulative
power of two types of mass-based parties that have persisted at least since 1920, Catholic
and left—parties that carry their ideologies into power—I generated the types of political
economy and country classifications in table 2.1. The types will be used in Part II to ex-
plain national differences in the public policies rich democracies have pursued since World
War II, their patterns of taxing and spending, and in Part III, nontrivial system outputs such
as political legitimacy, economic performance, equality, poverty, health and safety, and envi-
ronment protection.

Throughout I work with the causal model in figure 2.1. The inverse of the policies and
performance of corporatist democracies are the policies and performance of fragmented,
decentralized political economies. In analysis connecting these variables I predicted that the
scores by type would rank from high to low in this order: left-corporatist, left-Catholic cor-
poratist, Catholic corporatist, corporatist-without-labor, and, the lowest scores on policy and
output, least corporatist. With exceptions to be noted, this scheme works very well across
a broad range of issues.

So far I have said little about either patterns of social and political participation that di-
vide rich democracies or the rising influence of the media of mass communication and en-
tertainment in politics and culture. To explain momentous national differences in partici-
pation and the impact of the media, we must turn to a third useful perspective—theories
of the mass society. Chapter 3 summarizes these ideas and their empirical support and un-
derscores the point that least-corporatist countries are most vulnerable to mass-society ten-
dencies; most-corporatist countries, least vulnerable.

Notes

This chapter draws on my The ‘New Corporatism,’ Centralization, and The Welfare State (1976a); “Left-
ism, Catholicism, and Democratic Corporatism” (1981c); “Political Legitimacy and Consensus
(1983); an unpublished paper, “Paths of Development of �ich Democracies,” presented at the Uni-
versity of Chicago Nov. 1 – 3, 1984; and my interviews. I am grateful to Gerhard Lehmbruch for crit-
ical comments.

1. Exceptions include Schmidt (1982) Schmitter (1981), Kriesi (1982); Katzenstein (1985a), and
more recently the research of Wallerstein (1989), Wallerstein and Golden (1997), Stephens (1989),
Huber and Stephens (1998), and Lange, Wallerstein, and Golden (1995). Although theorists of cor-
poratist democracy (Philippe Schmitter, Gerhard Lehmbruch, Peter Katzenstein) or more generally
of various types of bargaining structures are not addressing a new problem, they have done much to
revitalize an older tradition in political science—that is, the analysis of the interaction of parties, in-
terest groups, public bureaucracies, and political elites (see Gabriel Almond, A Discipline Divided,
1990, chap. 7 on the work of Ehrmann, Dahl, �okkan, and others). They have begun the difficult
task of cross-national comparison of the structure, functions, and behavior of trade associations and
employer associations, professional associations, farm organizations, and labor federations.

Wilensky_CH02  3/14/02  1:46 PM  Page 126



Types of Political Economy

127

2. As Golden, Wallerstein, and Lange (1999) show in their study of union density in 12 of our
19 rich democracies from 1950 to 1989, the most decline has occurred in France (31% to 10%),
Japan (36% to 25%)—both corporatist without labor—and the U.S. (28% to 15%). But these are ex-
ceptions; there is no uniform pattern of decline even in the period since 1980. Over the four de-
cades, most of the 12 experienced increases, then declined in union density; 7 of the 12 ended with
about the same density or higher density than in 1950. Substantial increases occurred in Denmark,
Finland, Norway, and Sweden. In only five—Austria, France, Italy, Japan, and the U.S.—did density
decline more than 10 percentage points and in three of those (Austria, France, and Italy) union con-
tracts extend to a great majority of nonunion employees. In 1990, in 8 of the 12 countries coverage
was greater than 70%. In coverage, the laggards are the U.S., Japan, Canada, and the UK. Finally, if
the issue is not union membership or contract coverage but the alleged decentralization of bargain-
ing, the data show a convergence toward greater concentration of authority within confederations, but
divergence in concentration among confederations, that is, no sign of universal decentralization. What
decline we do see in union strength in the 1980s, the authors conclude, is more a product of sus-
tained unemployment and occasional political assault, as in the UK and USA, than any institutional
decay. Both unemployment and right-wing antiunion politics are reversible.

3. There is a wide variety of definitions in the literature on industrial policy; the term is often used
broadly to refer to any government policies that affect industry (see Adams and Klein, 1983, chaps. 1
and 2 for a useful overview). I shall adopt a more restricted definition. By industrial policy I mean an
organized and coherent set of policies designed to affect directly the structure of industry and thereby
shape production and investment decisions. Industrial policy is concerned with adjustment, most often
and increasingly to promote international competitiveness in the face of changing patterns of supply and
demand. Included in this definition are sectoral policies to promote growth industries, manage declining
industries, encourage research and development and the spread of advanced technology in industry, and
promote competitiveness by encouraging mergers and/or domestic competition. Excluded are broad fiscal
and monetary policies; labor-market and wage policies; health, safety, and environmental policies; and
other policies which affect industry in a nonselective way (such as general tax breaks and investment in-
centives—sometimes called “horizontal industrial policies”). (See Wilensky and Turner, 1987, for dis-
cussion of industrial policy, incomes policy, and active labor-market policy and analysis of their effects.)

4. In the case of Texas, the changing market for oil was an added external factor in its boom and
bust cycle.

5. More recent state industrial policies in the United States may not be purely “beggar thy neigh-
bor.” The Southern states that once pursued corporations in the North are now vigorously pursu-
ing foreign investors from Great Britain, Germany, Japan, and Canada.

6. This section draws on my “Foreword” to Kramer (Wilensky, 1981d, pp. xvii–xix).
7. The Independent Sector estimated that while the number of U.S. volunteers was growing from

1995 to 1998, the average volunteer was putting in fewer hours—down from 4.5 to 3.5 hours/week.
The greatest shortage was apparent in those agencies that require training and long-term commit-
ments—suicide hot lines, programs for battered women, abused children, literacy, education, youth
mentoring, and the like. (Daspin, 1999.)

8. Even though the assets and income of the upper fifth exploded in the 1980s and 1990s the per-
centage of personal income of the U.S. population given to charity declined from 2.2% in the mid-
1960s to 1.9% in 1998 (New York Times, Sept. 27, 1998) while corporate giving to charities and non-
profits, reaching a high of 2.36% of pretax income in 1986, dropped to 1.0% by 1998 (Wall Street
Journal, Nov. 18, 1999). Support for social and health services—programs that benefit the poor—de-
clined the most. If we include the market value of volunteer time, however, we find a slight increase in
the nonprofits’ share of national income and total employment 1977 – 1996 (Steuerle and Hodgkinson,
1999, p. 78; Hodgkinson and Weitzman, 1984, pp. 2 – 7). Whatever measures we use, both America’s re-
liance on the nonprofit sector and that sector’s reliance on government have increased since 1960. This blurring of
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public and private spheres is matched by the blurring of the line between nonprofits and commerce
(Weisbrod, 1997, pp. 543ff.; on commercialization in the USA and UK see Ware, 1989, pp. 85 – 92).

9. Farm households in 11 OECD countries studied in Europe plus Japan, the U.S., and Canada
reach incomes that are close to or higher than those of other households (Moreddu, 1995). With
agricultural households at 2% of all households, the U.S. Dept. of Agriculture accounts for about a
fifth of federal employees—another measure of the power of the farm lobby.

10. In the early 1990s three-fifths of the French nonprofit sector’s revenue came from the gov-
ernment (Archambault, 1997, p. 125). Salamon (1999b, p. 338) estimates the public sector share of
total nonprofit revenue 1995 for 12 of our rich democracies. France and Austria are in the middle.
The eight corporatist democracies average 70% reliance on government; the four noncorporatist
countries average 47%. (Without the Irish exception, 78%, the average is a low 36%.)

11. In the month of February 1981 alone the General Accounting Office of the USA—which
accounts for only a small share of the evaluation research industry—issued 41 evaluation reports. The
1975 congressional sourcebook on federal program evaluations cites 1,700 evaluation reports issued
by 18 executive branch agencies and the GAO during 1973 – 75 (Nachmias, 1980, p. 1164).

12. Because almost all of these programs were in place before the other policies were initiated,
we used major expansion in aggregate social spending as a proxy for this analysis.

13. Huber and Stephens (1999, pp. 18 – 21) outline a series of such trade-offs that are possible for
corporatist democracies facing the financial turmoil and economic constraints of the late 1990s. These
go beyond the standard trade-offs already prominent in the bargaining patterns of the past (discussed ear-
lier and in chaps. 12 and 17): for example, wage moderation in return for commitments to invest capital
domestically; lower payroll taxes in return for domestic investment commitments; a modest widening of
skill differentials to overcome the economic drag of radical wage compression (especially prevalent in
Sweden) in return for skills training, job security, and so on (see chaps. 1 and 12). The net effect of such
trade-offs is to increase private and public savings and investment and hence real economic growth.

14. This account is based on Golden, Lange, and Wallerstein (1993), Huber and Stevens (1998,
1999), Wallerstein and Golden (1997), Lange, Wallerstein, and Golden (1995), Hibbs and Locking
(2000), Kurzer (1996), Ingebritsen (1996), Pontusson and Swenson (1996), Soskice (1999), Peters-
son (1991), Traxler (1995), Hans-Göran Myrdal (1991), Heclo and Madsen 1987, and my interviews.

15. After the 1982 devaluation, Swedish exports surged. To meet the demand for skilled work-
ers, employers and unions in these booming industries and localities wanted to enrich the pay
package to attract needed workers. But employers wanted flexibility on the way down when de-
mand slackened rather than ratcheting the entire wage level upward. Central bargaining tended
to impose restraint on the way up and rigidity on the way down. This is one among many rea-
sons that several large firms decided that they would have more flexibility if they abandoned cen-
tral bargaining.

16. Throughout my analysis of economic performance of 19 countries, I find that on average and
over long periods center-left governments behave with more fiscal responsibility than right-wing gov-
ernments, partly because they educate their constituents to the idea that taxes buy benefits and there
is no free lunch.

17. For detailed analysis of these policy mistakes and the “what if ” argument that Swedish cor-
poratism would have eroded much less if both the policies and their timing had been somewhat
modified, see Andrew Martin (1996) and Evelyne Huber and John Stephens (1999).

18. This account is based on Keizer (1996), Wolinetz (1985, 1989, 1990, 1993, 2001),Visser and
Hemerijck (1997), Houska (1985), Kriesi (1993), Carson (1987), Lijphart (1968), and my interviews.
I am grateful to Martijn van Velzen and Steven Wolinetz for critical readings.

19. Verzuiling, literally “columnization” or “pillarization,” refers to the separate pillars (zuilen) of
Dutch society, each indispensable in supporting the national structure. They are the major confessional-
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political blocs—Calvinist, �oman Catholic, “general,” socialist, and at times a latitudinarian Protestant
bloc. Each has encompassed a whole array of organizations, including political parties, labor unions, in-
dustry groups, schools and universities, health and welfare agencies, radio and television corporations,
and sports and leisure associations. Segmented at the bottom, they have been integrated at the top
through national accommodations. (Chap. 3 analyzes how Verzuiling shapes the organization and im-
pact of broadcast media.) Although this complex cultural-political system still exists, especially in ed-
ucation, it was plainly in decline as a structural basis for consensus from the mid-1960s through the
1980s—partly because of the rising rate of intermarriages discussed in chapter 1. In my judgment,
however, this very long structural change is less important as an explanation for changes in industrial
relations than the scope and depth of the economic crises of the early 1970s and 1980s.

20. Broader agreements were not abandoned, however. When the center-right Lubbers cabinet,
in an effort to restructure public finance, suspended the automatic indexing of public-sector wages
and benefits, it got management and labor to restrain private-sector wages. In return, labor was as-
sured that the money so saved would be used to reduce working hours and create new jobs. Man-
agement got a cut in corporate taxes.

21. I am grateful to the late Val �. Lorwin and Arnold J. Heidenheimer for critical readings of
an earlier, longer version of this section and to Timothy L. McDaniel for his creative contribution
to the coding. The concepts and measures of party power, duration, and continuity are elaborated
in Wilensky 1981c and in figure 2B.1 in appendix B. We first measured left party dominance and
then used the identical procedure for gauging Catholic party dominance, producing a month-by-
month government-by-government score for every left and every Catholic party in the 19 coun-
tries from 1919 through 1976 whenever competitive politics prevailed. A long concept and cod-
ing memo is not included here, but the complexities are mentioned below and are further
summarized in Appendix B. Michael Wallerstein (1989) replicated, validated, and updated to the
mid-1980s my coding of cumulative left power. Comparing his independent coding and mine, the
only notable discrepancies concern Israel and the U.S.: I place Israel higher on left power because
I date the inception of the state earlier; and I count the Democratic Party as left while he scores
it zero. Party dominance is defined as a large amount of party power continuously exercised over
a substantial period of time. We focus on three dimensions of dominance: (1) degree of control or
influence left or Catholic parties have had in their countries’ governments; (2) the number of times
such parties have been thrown out; and (3) the total number of years of left or Catholic power. By
keeping amount and continuity of power separate, we leave open the question of what counts most:
the possession of power, however brief, or the continuity in office that permits program planning.
By distinguishing between continuity as long duration and continuity as few interruptions of
tenure, we can determine whether the sheer number of years in office is more important than se-
curity of tenure.

22. There are two partial exceptions to this pattern and one deviant case. In Germany, P� was
introduced by the Social Democrats in 1919 after the abdication of Kaiser Wilhelm II (Carstairs,
1980, p. 164); in France it was the Conservatives and Socialists who advocated P� as a compromise
with the dominant (more-or-less center-left) �adicals (Carstairs, 1980 p. 178; Goldey and Williams,
1983, p. 69). Ireland is deviant: it adopted a system of P� in 1920 but as yet has not developed 
corporatist-style bargaining arrangements. Irish exceptionalism is discussed later.

23. For instance, we find that in 9 of 13 corporatist democracies, the formation of employer as-
sociations soon followed the founding of one or more centralized labor-union confederations. These
are Germany, Switzerland, Austria, France, Sweden, Norway, Italy, Finland, and Japan. In Denmark
and Israel, employer associations and labor federations were founded in the same year. Only in the
Netherlands were employer associations founded before their opposites. Belgium is ambiguous: al-
though an employers’ association (CCT) was formed almost 20 years before the Trade Union Com-
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mittee (a socialist confederation), it functioned primarily as a trade association before World War I.
In any case, when rival organizations interact over long periods both their structures and functions
become more alike.

24. By 1986, 61% of Swedish workers were employed in firms employing 500 or more employ-
ees, a very high percentage compared to other EC countries (Olsen, 1996, p. 13). The figures: Swe-
den, 61; Netherlands, 41; France, 40; Germany, 36; EC average, 30.4; UK, 30; Denmark, 18.

25. Incidentally, in the regression analysis if we substitute the broader measure of trade depen-
dence, we get almost the same results. Further, if for P� we substitute an index of “unrepresenta-
tiveness” which measures the difference between the two largest parties’ share of votes in each elec-
tion 1945 – 80 and their share of seats (Lijphart, 1984, pp. 161 – 165) we get the same results. They
are highly correlated (r � –.92).

26. In this paucity of large enterprises, Ireland as a late industrializer is an exception to the rule
that late industrializers like Germany, Austria, and Sweden tend toward industrial concentration. Lars
Mjøset (1992) attributes Irish exceptionalism to its unique demographic pattern: in contrast to all
other modern societies Ireland has not completed the demographic transition; unlike other rich Cath-
olic countries it still has a high fertility rate and a paternalistic family structure. Explaining Ireland’s
lagging socioeconomic development, Mjøset postulates a vicious circle: a weak national system of in-
novation and a minimal manufacturing sector leading to a slow rate of rural modernization and the
persistence of live cattle as the dominant export (to Britain), slow change in family structure, the em-
igration of people in their most productive years, population decline, high rates of poverty that rein-
force continuing emigration and the high fertility rate of nonemigrants, a sluggish growth of the
home market, weak industry-agriculture linkages, and, more recently, technical progress confined to
the export sector with its unusual dependence on direct foreign investment, all of which perpetuates
a weak national system of technological and economic innovation, the slow completion of the dem-
ographic transition, and so on.
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3

MASS SOCIETY, PARTICIPATION,
AND THE MASS MEDIA

Individualism is “a mature and calm feeling which disposes each member of the
community to sever himself from the mass of his fellows and to draw apart with
his family and friends; so that, after he has thus formed a little circle of his own,
he willingly leaves society at large to itself. . . . Individualism . . . saps the
virtue of public life.”

Tocqueville, 1835

So far this book has used the language of social structure—political, economic, and social
organization—to describe relatively stable patterns of interaction that persist through gen-
erations. These patterns are highly institutionalized, that is, publicly recognized and sanc-
tioned in contracts, law, and custom. This is one face of modern society—so structured that
we hardly recognize the social controls that make us rise in the morning, commute to work
(more or less on time), establish families, and act out the roles of worker, spouse, parent,
sibling, son and daughter, neighbor, and sometimes citizen. In contrast is the other face of
modern society where behavior is unstructured and fluid, where we are torn loose from
kin, friend, workplace, church, union, and voluntary association and are susceptible to fash-
ion and fads in culture and leisure and are vulnerable to manipulation by the media in con-
sumption and mass politics. It is here that mass-society theory is most relevant.

Mass-society theory is a general theory of modern society inspired by a vision of the
breakdown of social order or democracy or both. From Tocqueville to Mannheim (1940)
and other refugees from the Nazis, traditional mass-society theorists have concentrated on
two problems: (1) the debilitation of culture-bearing elites (and of the core values they sus-
tain) brought on by their diminishing insulation from popular pressures; and (2) the rise of
the masses, who, for various reasons, are increasingly susceptible to demagogues and extremist
movements, the carriers of fanatical faiths of race, religion, nation, and class. Although these
scholars varied in their depiction of the generating forces, they  tended to accent either the
atrophy of primary and informal relations or the atrophy of self-governing secondary groups
and associations.1 They generally invoked the mobility, heterogeneity, and centralization of
modern society as root causes. They also believed that the mass society develops a mass cul-
ture in which cultural and political values and beliefs tend to be homogeneous and fluid. In
the middle and at the bottom—in the atomized mass—people think and feel alike; but
thoughts and feelings, not being firmly anchored anywhere, are susceptible to fads and fash-
ions. At the top, poorly organized elites, themselves mass-oriented, become political and
managerial manipulators responding to short-run pressures; they fail to maintain standards
and thereby encourage the spread of populism in politics, mass tastes in culture—in short, a
“sovereignty of the unqualified” (see Selznick, 1951; Kornhauser, 1959; Wilensky, 1964a).
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Empirically minded critics—a later generation studying a more industrialized society—
countered with these propositions: Primary groups survive, even flourish. Urban-industrial
populations have not stopped participating in voluntary associations, which in the United
States and other rich democracies, continue to multiply. Moreover, in every society, whether
pluralist or totalitarian, there are potent limits to the powers of the mass media, the big or-
ganizations, and the centralized state.2

Although I have long had doubts about the generalizability of mass-society theory and
have given some credence to some of the critics’ assertions (Wilensky and Lebeaux, 1958,
chap. 5), I think that the questions it poses are fundamental for our understanding of the
direction of social change and for the explanation of differences among equally modern so-
cieties. Among the most important questions:

. What are the trends in the rates of participation in primary groups? In self-
governing, secondary associations—church, union, political party, and volun-
tary associations?

. What are the trends in the density of such organizations (number of organi-
zations in relation to the population)? In their goals and missions?

. In the relation of leader to follower in these organizations?

. In the power and influence of the mass media of communication and 
entertainment?

. How do national variations in the density of organization and the vitality
of participation in them affect mass alienation from or attachment to major
institutions? Do the media have an impact independent of patterns of so-
cial participation? How do all these variations shape the prospects for so-
cial order and political democracy? The real welfare of people or system
outputs?

In other words, under what conditions do various types of social relations—primary, in-
formal, or secondary—effectively mediate between the person and the larger community
and society, between the person and the state?

Unfortunately, before a discriminating typology of social relations and organizations fo-
cused on their integrative or disintegrative potential was developed, interest in mass-
society theory waned. Discussions of corporatism have revived these classic questions to
good effect. Indeed, political science has recently resurrected the theory under the labels
“party decomposition” and “party decline” and in discussions of “civil society,” giving
proper weight to the atrophy of mediating associations and the ascendance of the media.

Often the data brought to bear on these problems are irrelevant to the concerns of mass-
society theorists. The critics and the theorists are talking past one another. The data are
mainly American; cross-national studies of these issues are rare. And good data on trends
in the U.S., let alone systematic cross-national comparisons of trends among many modern
societies, are both rare and limited. The data, while better than nothing, are mainly self-
reports of membership and meeting attendance in voluntary associations with little effort
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to assess the vitality of such participation or its meaning for the person’s ties to the larger
communal life or national politics.

In the rest of this chapter I briefly review what seem to me the general conclusions of
research on social participation in the U.S. and the very limited cross-national data on par-
ticipation. Then I discuss the need for more relevant research on membership and partic-
ipation in various types of associations and present hypotheses and some data about how
different patterns of participation shape consensus and conflict. Finally, I describe trends in
media content and style, suggest three explanations of the impact of the mass media in cul-
ture and politics, and explore national variations in that impact.

Participation in the United States: Amount, Trends, and Effects

Primary Relations3

It is true, as we have seen earlier, that the family survives in modern urban areas, that some
neighborhoods, especially those with an ethnic-religious-linguistic social base, still have a
lively social life, and that relatives or friends are often contacted by phone and even occa-
sionally seen. For instance, a 1955 Detroit Area Study showed that 54% of a cross section
of family units reported seeing relations (not living in the same household) once or twice
a week; that 75% got together with neighbors (aside from relatives) a few times a month
or more; and that 55% got together with “other” friends (other than neighbors or rela-
tives) at least a few times a month (Wilensky and Lebeaux, 1958, p. 122. Cf. Smith, Form,
and Stone, 1954; Greer, 1956; Bell and Boat, 1957). Later studies that capture the effects of
the deconcentration of urban population in suburbs and outlying areas confirm this pic-
ture. For instance, Claude Fischer (1982, pp. 372 – 373), using more stringent measures of
participation in California samples—the percentage of interaction in the last three weeks
in one or another relationship—arrives at similar conclusions about the persistence of 
primary-group life, although the percentages are lower than the self-reports of average fre-
quency in the Detroit area.

The increased mobility of modern society does not necessarily disrupt these ties to kin,
friend, and neighbor; in time, newcomers to the metropolis fit in as participators in 
primary-group life, if not the wider community; most of them also maintain older ties de-
spite new jobs and residences and increased geographical distance (Wilensky and Lebeaux,
1958, pp. 123; Fischer, 1982, p. 87 – 88). “Spatial mobility makes for city-wide ties; stabil-
ity makes for local area ties” (Smith, Form, and Stone, 1954, p. 284).

All these researchers on American urban life conclude that primary groups not only
survive in modern society, but the informal controls of family, friends, and neighbors are
effective over wide segments of the population.

That primary groups endure in modern society is no contradiction to mass-society the-
ory. For the evidence also shows a long-term decline in the intensity and scope of extended
kinship ties, a rise in nuclear family breakup, and a decline in time spent with close friends.
There is no doubt that the proportion of all relationships that are “primary” diminishes
with continuing industrialization. We can infer this from evidence already reviewed on the
changing structure of households and trends in family breakup over the past century or so
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(see chap. 1) and from contemporary comparisons of the most-urbanized areas with less-
urbanized and rural areas—even within one modern society where we would expect these
differences to gradually disappear. The combination of urbanization and industrialization
weakens ties to extended families; rural households interact with their kin (both nuclear
family and relatives) more often and they give and receive more services from kin than
modern urbanites do (Winch and Greer, 1968, pp. 41 – 42; Tsai and Sigelman, 1982, p. 583),
although urbanites shed extended kin at a much greater rate than they drop nuclear kin
(Fischer, 1982, pp. 83 – 84). Similarly, an unusual time-budget survey of married men who
were full-time workers in the Nashville area (�eiss, 1959, p. 186) found that urbanism was
related to less contact with “close” intimate friends. Comparing rural, rural nonfarm, and
urban residents, �eiss concludes that urbanites had the least contact (and least time) with
intimate friends and most time with the mass media—even holding socioeconomic status
constant.

More important for the theory is what is missing from these data on primary groups—
evidence of the quality of relationships and their effect on ties to the larger community and
society. There are hints of their irrelevance. For instance, a study of the effect of five types
of social participation (voluntary association, church, community, interaction with friends,
interaction with neighbors) on voting concludes that participation in voluntary associations,
churches, and community events each independently increases participation in national
elections but that high rates of informal interaction with friends and neighbors have no
effect on turnout (Olsen, 1972; cf. �ogers, Bultena, and Barb, 1975;Verba and Nie, 1972).
Another hint comes from a study of class structure and friendships in the U.S., Canada,
Sweden, and Norway. Despite large differences in social structure and culture, the rate and
types of cross-class friendships are very similar across these countries (Wright and Cho,
1992). We can infer that similar friendship patterns cannot account for national differences
in the types of political economy, social consensus, and politics described in chapter 2.

In general, these studies together suggest that a pattern of family-neighborhood local-
ism is prevalent among perhaps a majority of urban residents of the U.S., that it has little
or no effect on community or political participation unless it is meshed with participation
in churches, unions, or voluntary associations. And most modern Americans have little or
no off-work contact outside the immediate family; most of their daily routine off-work is
spent with kin or television or both.4

Finally, we know little about the effect of the types of mobility characteristic of mod-
ern society on either the quality of social relations or political participation. Clearly, resi-
dential mobility reduces voting rates as we shall see in chapter 11 on party decline. But this
is peculiar to the U.S., where complex registration rules are a barrier to voting (chap. 11,
p. 415ff.). �egarding the effect of occupational mobility on social participation and national
solidarity, in an effort to test mass-society theory I contrasted two types of mobility: first,
orderly careers where jobs are hierarchically arranged and functionally related, in a more or
less predictable pattern, as in the crafts and established professions, the civil service and the
military; and, second, chaotic job patterns characteristic of the rest of the labor force, where
mobility, whether up, down, or across, is chaotic in the sense that little can be predicted and
jobs are unrelated in status and function.5 I then related mobility types to a variety of mea-
sures of the frequency, stability, and range of participation in primary groups, churches,
unions, and voluntary associations as well as ties to the wider community and society
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(Wilensky, 1961a).6 I found that the life plan afforded by orderly careers, whatever the so-
cial class, resulted in wider, stronger ties to the larger communal and political life. Con-
versely, chaotic experience in the labor market fosters a retreat from work, politics, and so-
ciety.

Even among people blessed with an orderly career whose social participation appears in-
tense and wide-ranging, there may be an increase in lightly held attachments. We do not
know what portion of the most-modern, most-mobile executives and professionals in national
and international labor markets pick up and drop spouses and friends the way they buy and
trade cars, speeding up the obsolescence of both. If it is a small minority, is it growing? Does
it extend to their participation in the mediating associations that foster civic engagement?

The rest of the book introduces measures of mobility and meritocracy where they are
relevant—as we play convergence theory against types of political economy in explaining
similarities and differences in family policy (chap. 7), the welfare mess (chap. 8), tax-
welfare backlash (chap. 10), party decline (chap. 11), and mayhem (chap. 14). We will have
to settle for crude measures because no cross-national data are available that tap the types
of mobility already discussed.

Mediating Associations and Civic Engagement

The critics of traditional theories of urbanism or mass society invoke American survey data
showing that voluntary associations and corporate groups other than work establishments
are numerous and reach a majority of the population. For instance, in some modern urban
areas, a majority of adults are members of a church or union as well as a work establish-
ment. For me, the relevant findings or missing data are these:

. By the 1980s, between a quarter and half of all American adults had no affiliation
with anything—no church, no union, no voluntary association (based on national surveys
by Baumgartner and Walker, 1988;Veroff, Douvan, and Kulka, 1981).

. During the period 1977 – 88 fewer than half of adult Americans belonged to a
church-affiliated group and/or a union (calculated from General Social Survey—here-
after GSS—data reported by Davis and Smith, 1989a for 10 of the years from 1974 to
1988).

. Beyond church and/or a labor union, near-majorities belong to no voluntary asso-
ciations. (Many of these surveys fail to separate unions from churches or both from vol-
untary associations; hence the “and/or.” Ideally, churches and unions would be analyzed
separately from “voluntary associations,” for membership in each is in some measure
compulsory.) �epeated surveys of national cross sections for the period 1974 – 88 report
that more than two in five American adults (an average of 43%) belonged to no volun-
tary associations other than a church and/or a union and that two-thirds did not belong
to two or more associations beyond a church and/or a union. (Calculated from GSS,
Davis and Smith, 1989a and 1989b.)

. The trend of secondary-group membership is down. For instance, the percentage
of respondents in GSS surveys who said they were members of a church-affiliated group
or a union or both dropped from a high of 52% in 1974 to a little over 40% in the mid-
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1980s. More important, when we make even minimal participation a criterion of mem-
bership—“active work” defined broadly as “been a leader, helped organize a meeting,
been an officer, or given time or money” (Davis and Smith, 1989b, p. 375)—the rate drops
sharply: in 1987, only 28% of respondents were minimally active in either a church-
affiliated group or a union.7 The same downward drift in the percentage of the U.S.
electorate doing campaign or party work or contributing money to a party or candidate
was evident from the 1960s to the late 1980s (see chap. 11, p. 405).

. The trend in weekly attendance at religious services is down. Here we can com-
pare the results of direct interviewer-guided survey questions used by Gallup and GSS
(e.g., “How often do you attend religious services?” or “Did you attend church or
synagogue in the last seven days?” etc.) with results from self-administered question-
naires and time-use diaries or questions designed to overcome overreporting (e.g.,
Monday questions with a list of yesterday’s activities). Examining trends from 1950 to
1984, direct questions show that weekly attendance declined among Catholics (up from
63% in 1950 to a peak of 72% in 1959 and decline to a low of 52% in 1984) and
among Jews (from a high of 32% in 1950 to 13%), while Protestants remained steady at
about 40% (Hout and Greeley, 1987, p. 326). In contrast, and I think more accurately,
self-administered questions and time-use items reveal a drop in religious attendance of
about one-third 1965 – 66 to 1975 and an additional five percentage-point drop 1975 to
1992 – 94 among adults (Presser and Stinson, 1998, p. 142). Whatever the survey
method, researchers agree that Catholics evidence the greatest postwar drop in religious
attendance.8 By the mid-1990s the national rate of weekly attendance over three de-
cades had continuously dropped to about 1 in 4 (as opposed to the exaggerated 4 in 10
of the direct interviewer questions). In other words, the most churched nation among
our 19 rich democracies has followed the general pattern—reduced religious participa-
tion in established denominations.9

. Perhaps the best national trend study of both membership and informal activity
(from informal visiting to meeting attendance) is by Veroff, Douvan, and Kulka (1981).
Based on two interview surveys 19 years apart, one in 1957, the other a replication in
1976, the authors conclude, “The 1976 sample visits less with family and friends, they
belong to fewer organizations, including church, and they are less likely to be married.
All of the superstructures for easy social access have diminished” (p. 526).10 More re-
cently, �obert Putnam (1995a, 1995b) has made the same case, using data from the GSS.

. There are hints of much instability of membership in voluntary associations, but
we lack any systematic studies of participation careers. To assess mass-society theory we
would need data not only on density of organizations in society—their birth, growth,
decline, and death—but also on the individual’s biography of affiliations. If memberships
are lightly held, and turnover frequent, if the typical citizen is moving often from one
organization to another, the quality of his or her involvement is doubtless affected. One
early panel study of this phenomenon, based on a representative cross section of adults
living in a midwestern plains state who were interviewed in detail in 1961 and 1965
about their organizational affiliations, however, provides a clue. In four short years two-
thirds “changed their membership profile in one way or another; 25 percent experienced
an increase in number of affiliations, and 28 percent an over-all loss. The remaining 12
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percent added and dropped memberships without changing the number . . . to which
they belonged” (Babchuk and Booth, 1969, p. 36).

The decline of involvement in unions, churches, and voluntary associations is given sharper
meaning because it has occurred while education levels—the best predictor of participa-
tion—have climbed. (Cf. discussions of this point in Putnam, 1995a; and Verba, Schlozman,
and Brady, 1995, pp. 71 – 74.) Thus the trend should have been up, not down.

Finally, for the majority of Americans who report membership in something (a church
or a union or a voluntary association), for the one in four who say they participate in the
most minimal ways (e.g., give any amount of money or time), we cannot conclude that
their affiliations mean much for the larger communal life. For that we must examine the
integrative potential of various patterns of participation and, equally important, trends in
the types of organizations available for participation.

The Significance of Types of Association and Participation

Plainly, at the level of individual behavior, not all organizations, not all “meaningful par-
ticipations” have the same impact on social consensus, civic engagement, and political le-
gitimacy. The mere number and frequency of contacts, so prominent in the literature on
social and political participation, cannot give us the range of values, interests, and status lev-
els represented by the roles the citizen plays. It is possible to have many social ties at work
and off work, all of which reinforce one another (a narrow range of participation, e.g., all
in the family or a working-class neighborhood). Coal miners, like residents of a black
ghetto, reinforce their social alienation by a narrow range of contact.11 Consistent with this
idea is recent experimental and survey research showing that intense primary-group ties
prevent trust from developing beyond the confines of the group (Yamagishi, Cook, and
Watabe, 1998).

Equally obvious, at the level of the nation-state, all independent self-governing organi-
zations—so central as mediating forces in mass-society theory—cannot function equally
well either as buffers against state coercion and manipulation or as bases for aggregating and
expressing interests and facilitating accommodation among warring parties. As a structural
base for social consensus and democracy, major political parties, churches, and unions are
crucial: they embrace broad masses; they are relatively stable because they represent endur-
ing divisions of values and interests; and they are great mixers of age grades, genders, eth-
nic groups, and classes. They clearly have an integrative edge over single-issue groups such
as bird-watchers societies or antipornography protesters, or local service associations such
as the �otary Club, whose membership is more homogeneous and goals are more limited.
Even within heterogeneous, mass-based organizations there are significant variations. Al-
though American unions everywhere move toward multi-industrial, multicraft models and
are therefore mixers of classes and occupational groups, their civic engagement potential is
limited. As we have seen in discussion of types of political economy in chapter 2, local and
national unions of the United States and United Kingdom, even where they are strong and
well organized, have less integrative potential than more inclusive unions with tighter ties
to a central labor federation characteristic of corporatist democracies. Finally, the churches
in decline are the large, established, integrative denominations. Although good national or
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cross-national data are lacking, it is likely that the churches and new religious groups that
are growing are sects, cults, and televangelists that create internal solidarity while reinforc-
ing alienation from society.12 These religious sects typically adopt an oppositional stance
toward all established institutions and minimize their contact with outsiders, except when
proselytizing (e.g., when “pro-life” groups picket family planning clinics). They remain
marginal. They seldom facilitate the integration of their members into the wider commu-
nity and society. Politically, they further the balkanization of U.S. politics (chap. 7 on fam-
ily policy discusses the role of evangelical voters in elections; chap. 11 on party decline an-
alyzes the ambiguous role of protest movements and parties in decline).

Nothing here is entirely new and everything is a matter of degree. Single-issue groups
have always been active in the United States, from the abolitionists and the Ku Klux Klan
to the suffragettes, from the temperance movement and the gun lobby to antiabortionists
and gay rights activists. But where parties could once protect their leaders and members
from such groups and exert pressure on them to reach accommodation, political leaders
now stand exposed (Fiorina, 1980, pp. 40 – 42). Add a fragmented, decentralized labor
movement and similar employer and professional associations, themselves exacerbating the
parochial pressures, and you end up with a fluid, massified polity incapable of achieving sus-
tained consensus, community solidarity, or effective implementation of policy. A final
American tendency is indeed new: the multiplication of movements-without-members
made possible by the marriage of computerized, targeted mailing lists and the celebrity ob-
session of the media (Wilensky, 1983, p. 55). Examples on the left include Nader’s �aiders;
examples on the right include Pat �obertson’s Moral Majority and other televangelist
preachers—all heavily dependent on mass marketing for their messages and their funds.13

The typical nexus between leader and “member” in these organizations is an occasional
$10 check triggered by a television appeal or a letter listing the latest sins of enemies of the
cause.

Two American studies shed some light on these issues. One is a longitudinal study of
the changing number, types, and missions of associations in Seattle from 1929 to 1979 (Lee
et al., 1984); the other is a cross-sectional study of the effects of types of participation on
ties to community and society, based on long interviews of 1,354 men aged 21 – 55 in the
Detroit metropolitan area in 1960 (Wilensky, 1960, 1961a, 1966b). The Seattle study cap-
tures much of what concerns scholars who claim a decline in civil society or community.
It presents rare data on the changing character of neighborhood organizations and partic-
ipation in them for an entire urban area over 50 years. The authors use as a base a detailed
survey and historical account of neighborhood groups in metropolitan Seattle in 1929
based on interviews, documents (including minutes of meetings), and an officer question-
naire. Then they replicated the original study in 1979 in the central city areas they could
match to the 1929 account. They make a good case for the comparability of both neigh-
borhoods and data. Their main conclusions illuminate the theme of community decline.
First, the 1929 neighborhood associations were both social and political, and these two
functions reinforced one another. Although these associations were often founded to ob-
tain improvements in municipal services by political pressure, they almost always added a
lively sociability to sustain members’ interest. They sponsored pageants, flower shows, street
carnivals, parades, potlucks, baby clinics, talent shows, glee clubs, dances, card parties, bazaars,
picnics, rummage sales, educational and philanthropic programs, and youth groups. About
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a third of them constructed community clubhouses. In contrast, by 1979, four in five of
their successors considered themselves primarily political; there was, in fact, a drastic de-
cline in social activities. They concentrated instead on a narrow range of issues, typically a
fight against changing land use (commercial establishments, a new airport) or resistance to
invasion by the wrong kind of people.

The second major finding is a trend toward reduced citywide contact. In 1929 about
three-fourths of all organizations within the Seattle city limits belonged to one of three
areawide federations of clubs. They combined their local interests with other multipurpose
associations and engaged in communitywide or at least areawide coalition building to en-
hance their political influence. In contrast, by 1979, only a third of the associations reported
affiliation with one of the four federations available. An obvious reason is the emergence
of a zero-sum mentality: if a property-owners’ association is devoted, say, to resisting low-
income housing, its success creates losers in another neighborhood—not a good basis for
coalition building.

The third finding is that resident involvement in neighborhood organizations was more
frequent and extensive in 1929 than in 1979: there are now fewer opportunities for social
participation outside the formal framework of a meeting; the number of meetings per year
is sharply down; and the proportion participating has declined. In short, the structure for
participation is now less favorable and the shift from social-political to purely political—with
single issues dominating the agenda—reduces the integrative potential of today’s associations.

The Detroit Area Study focused on work, social participation, social integration, and
politics (Wilensky, 1960, 1961a, 1966b). My attempt to measure the range and functions of
participation and the strength of ties to community and nation uncovered patterns ex-
tending from the most common, family-neighborhood localism (often meshed with church
involvement), to the least common, most wide-ranging pattern that encompasses both a
lively primary-group life and wide-ranging associational involvement. Wide-ranging pat-
terns, in fact, do tie the person to community and nation. But I could never settle the am-
biguities in my findings as they bear on mass-society theory:

What takes place in the economy and locality—work, consumption, and participa-
tion in formal associations—forms coherent styles of life, one of which I have come
to label “Happy Good Citizen-Consumer.” The style includes these pluralist-
industrial traits: strong attachment to the community (supporting increased school
taxes, contributing generously to churches and charity, thinking of the neighbor-
hood as one’s “real home,” voting in elections); consumer enthusiasm (planning to
buy or to replace many luxury possessions); optimism about national crises; a strong
belief that distributive justice prevails (feeling that jobs are distributed fairly). It also
involves long hours at gratifying work, little or no leisure malaise; wide-ranging,
stable secondary ties and, to some extent, wide-ranging, stable primary ties—the
very model of a modern pluralist citizen. But this benign pattern of work, con-
sumption, and participation is independent of participation in and feelings about
mass culture. And both happy good citizenry and the uses of the mass media are
more or less independent of approaches to national politics—or at least go together
in ways not anticipated in received theory. Thus, the good citizen-consumers tend
to be unusually prone to personality voting (party-switching, ticket-splitting), de-
pendent on the media for opinions on issues, susceptible to advertising and to mass
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behavior generally (e.g., they score high on a measure of susceptibility to manipula-
tion by the media in politics and consumption). Men who have confidence in the
major institutions of American society distrust “TV and radio networks;” men who
trust the media distrust other institutions. Finally, men whose social relations are
stable tend to have fluid party loyalties. To be socially integrated in America is to accept
propaganda, advertising, and speedy obsolescence in consumption. The fact is that those
who fit the image of pluralist man in the pluralist society also fit the image of mass
man in the mass society. Any accurate picture of the shape of modern society must
accommodate these ambiguities. (Wilensky, 1964a, pp. 195 – 196)

This book continues that exploration cross-nationally. Data on individuals in one metropo-
lis—however one tries to situate them in the groups and organizations they belong to and
however hard one tries to embed them in analysis of big social trends—cannot substitute for
systematic cross-national comparison focused on the institutions and organizations themselves.

Obviously, we lack such studies for the U.S. as a whole, let alone comparable data for other
rich democracies. From my previous discussion of types of political economy (chap. 2), how-
ever, we can infer that the model of mass society is the inverse of the model of corporatist
democracy. The more corporatist, the less massified. This scheme enables us to pinpoint
countries most and least vulnerable to tendencies predicted by mass-society theory. For in-
stance, the decline of political parties as consensus builders is not yet a universal trend among
modern democracies. In fact, corporatist bargaining structures may reduce the rate of decline
of political parties or even reverse the trend, as we shall see in chapter 11. In corporatist coun-
tries the constituency base for major parties and coalitions includes strong and relatively dis-
ciplined, coordinated unions, employer federations, farm organizations, and churches, whose
relations to parties are tight and whose consultation with government bureaucracies is fre-
quent and easy. In turn, the quasi-public associations find parties helpful in mobilizing sup-
port for peak bargains. Together both parties and economic power blocs help governing par-
ties or coalitions to control the policy agenda, framing media content and containing
single-issue groups and other particularistic pressures. In contrast, the more numerous, frag-
mented, and decentralized interest groups of least-corporatist democracies open the way for
dominance by the media in symbiotic relation to single-issue movements and political dem-
agogues, thereby hastening the decline of parties and the development of a mass society
(Wilensky, 1983). In the absence of alternative conflict resolution mechanisms, lawyers and
judges—as they try to redress injustice and uphold the law—also enter the vacuum, creating
a pattern of adversary legalism and adding to political polarization (chaps. 12 and 15 present
comparative data on the number and impact of lawyers in 19 countries).

The phrase “fragmented and decentralized” acquires added meaning from the patterns of
participation I have reviewed for the U.S. The most viable and vigorous are, on average,
profoundly local and parochial, while participation in and the strength of the broadest-based
organizations—employer associations that encompass many industries and occupations; es-
tablished churches that embrace several ethnic groups, age grades, and even social classes;
unions and labor federations that also bring together people of different ages, gender, eth-
nicity, race, religion, and occupation; and national political parties that aggregate conflicting
interests and mediate conflicting values—these great mixers are in decline (for national var-
iation in party decline, see chap. 11). And there is good evidence that decreasing involve-

Wilensky_CH03  3/14/02  1:46 PM  Page 140



Mass Society, Participation, and the Mass Media

141

ment in voluntary associations in the U.S. is strongly related to decreasing involvement in
politics (�osenstone and Hansen, 1993, p. 126).

In short, analysis so far suggests that more or less centralized corporatist democracies that
include labor and have strong political parties are more participatory than decentralized and
fragmented democracies.

Cross-National Evidence on Participation

Confirming these observations are cross-sectional, cross-national data on membership in
voluntary associations and on worker participation systems. While membership is not the
same as active participation, studies that compare the two cross-nationally (Curtis, Grabb,
and Baer, 1992, table 1; Olsen, 1974) show that if there is a high rate of membership in as-
sociations, there tends to be a high rate of active participation in them. Olsen also shows
that either rate clearly predicts political behavior and attitudes in the same way. In fact, even
one inactive membership is related to a wide range of political activity in the U.S., although
it takes multiple inactive memberships to produce the same effect in Sweden (Olsen, 1974,
pp. 18, 25 – 26).14 In short, “mere” membership is far from trivial.

Table 3.1 summarizes many national surveys 1959 – 72 and two studies of formal
arrangements for worker and union participation (e.g., works councils, codetermination),
one centered on 1976; the other, the late 1980s. Based on these studies, I have assigned a
general rank of high, medium, and low for each measure. Note that while Germany, Aus-
tria, and the Netherlands are between medium and low in membership, they have strong
systems of worker participation; their general participation rate is above average. Conversely,
the United States scores medium (ranks 7th of 12) in membership but is very weak in its
worker participation patterns; its general rate is below average.

Considering both organizational membership and worker participation schemes, the
most participatory countries are democratic corporatist with strong labor federations and/or
works councils—Sweden, West Germany, Denmark, Norway, Belgium, and to a lesser ex-
tent Finland, Austria, and the Netherlands. The least participatory are corporatist-without-
labor (France, Switzerland) or least corporatist (e.g., UK, USA, Ireland). We have no com-
parable data on Japan, New Zealand, and Israel.

Italy, at the bottom by all criteria, is the deviant case—somewhat corporatist but low in
participation. The Stephenses (1982) suggest that formal provisions obscure informal prac-
tice in both Italy and Britain, where worker mobilization on the shop floor has been intense;
but in my view such militancy is ephemeral and has, in fact, led to less participation and less
power in the long run from the Hot Autumn of 1969 to 1990. The formal provisions cap-
ture the reality of worker participation schemes. A better explanation of the Italian case is its
extreme regional disparities in economic and political development. If we disaggregated Ital-
ian data by regions, we would find huge differences in organizational participation as in every-
thing else (Putnam, 1993).15

Finally, a recent analysis of “membership” in “political organizations” in 13 of our rich
democracies in 1990 – 91 (Morales, 1998) confirms my argument that participation varies
by type of political economy in the expected ways. This study was based on the World
Values Survey. The organizations covered the range from “new” movement organizations
(peace, feminist, environmental) to unions and political parties—any formal association that
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pursues collective goods and tries to influence government decisions. Churches were ex-
cluded. Membership was defined loosely to include any time or money contributed as well
as dues-paying membership. The participation rate is the percentage of the total popula-
tion reporting participation in one or more political organizations.

If we divide the 13 countries in three categories—high (50% or more of the total pop-
ulation are members), medium (30–39%), and low (below 30%)—and apply the types of
political economy described in chapter 2, we see the following national variations (my in-
terpretations, not the author’s):

1. Five of the six countries that combine left party power with corporatist bargain-
ing arrangements including labor (all four Nordic countries plus the Netherlands) score
very high in participation (Belgium, the exception, scores medium-low).

 . Participation of adult population in voluntary associations, including churches and
unions (circa 1968)a and in workplace-based organizations (circa 1976)b

aCross-sectional national samples 1959 – 72 (median year is 1968). Source: Pestoff (1977), p. 65.
bExtent of worker participation in 13 countries based on formal provisions of the law and collective

bargaining agreements in 1976—a detailed code for degree of workers’ control (varying from mere com-
munication via joint consultation to majority control), range (the number and importance of areas of de-
cision in which workers participate), and direction (from defensive challenge of management decisions to
positive initiation of decisions), and the coverage of the schemes. The resulting rank order (1 � High) is
quite strongly correlated with degree of labor organization and with left power (Stephens and Stephens,
1982). The rank of the U.S. is mine. A more recent analysis of legal participation rights in EC countries
(Turner, 1991) yields about the same rank order except that Denmark and the Netherlands, like Germany,
have both codetermination and works councils and would rank a bit higher than they do in this table.

cTwo surveys, different years.
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2. Countries that are Catholic corporatist with little cumulative left power are either
medium-low (West Germany) or low (Italy).

3. The rest are noncorporatist and score medium-low (USA, UK, Canada) or low
(Ireland) or are corporatist-without-labor and score low (France). Data show some in-
crease in participation from 1981 to 1991 in all these countries except the UK, which
remained stable. The increase was most marked in the Netherlands and Finland. But the
rankings by type of political economy have not changed.

In other words, the road to broad political participation runs through inclusive labor
movements that are integrated with both left parties and corporatist bargaining institutions.
(See discussion of the interaction of mass-based political parties and type of political econ-
omy in chapter 2.)

The Rising Influence of the Media of 
Mass Communication and Entertainment16

Of all the alarms sounded by theorists of mass society, their observations about the impact
of the mass media in politics and culture have the most contemporary relevance. In the
1930s and 1940s, it seemed obvious that Hitler’s use of radio and the Goebbel’s propaganda
machine helped to consolidate the Nazi regime and that, among democracies, FD�’s radio
fireside chats reinforced his popularity. Broadcast propaganda was seen as persuasive, subtle,
and omnipotent. Since then there have been recurrent claims that the mass media have be-
come a dominant force shaping voting behavior, political orientations, legislative agendas,
consumer tastes, and popular culture, not to mention high culture. Media managers and
owners, social critics say, are the new power elite. To test these claims is to tackle both major
themes in mass-society theory: the subversion of representative democracy by the increas-
ing vulnerability of the masses to manipulation; and the debilitation of culture-bearing elites
whose standards and values erode as mass pressures mount. If this sounds a bit abstract, think
of a modern president or prime minister preoccupied with polls and focus groups, with
campaign consultants and television sound bites, who shapes policy to fit measurements of
shifting public moods. Or think of publishers, editors, and journalists in the mainstream
press who ape radio and television talk shows—poisonous in content, hysterical in style—
and announce “What else can we do? This stuff is out there.”17

Beginning in the late 1940s and 1950s, empirically minded critics—academic researchers
as well as audience researchers working for the media—cast doubt on the argument of the
rising influence of the media. They framed their field of inquiry as “Who says what to
whom with what effect” and carried out studies of the technical and social organization and
control of the media (who), media content (what), audience (to whom), and impact (effects on
the values, beliefs, attitudes, and behavior of the audience). By the mid-1960s something of
a consensus developed. It took the form of a central finding in audience research that em-
phasized limitations on media impact: There is a self-selection of exposure to mass media con-
tent corresponding to predisposition or prior belief. Bernard Berelson captured much of this re-
search in a few sentences. The nature of the audience—its social position, education,
interests, attitudes, beliefs—determines what is seen or heard and how it is perceived and
interpreted. The more strongly the audience feels about an issue or candidate, the less likely

Wilensky_CH03  3/14/02  1:46 PM  Page 143



Paths of Development of �ich Democracies

144

they will see or hear uncongenial communication. If they do see or hear uncongenial com-
munication, those with strong interest or feeling will discount opposed views. In other
words, those who read or listen cannot be swayed because of prior conviction; those who can be swayed
cannot be reached because of a lack of interest. (My paraphrase of Berelson, 1961, p. 4.) �epub-
licans listen to �epublican propaganda; Democrats, to Democratic propaganda. The media,
in short, are mirrors; they reflect and perhaps reinforce popular concerns.

In this literature, especially from 1940 to the early 1960s, the idea was often put in the form
of the “two-step flow hypothesis.” Media messages flow from the producer (newspaper, broad-
cast networks, movies, advertising agencies) to informal group leaders (in neighborhood, work-
place, community organizations) to the citizen, consumer, and voter (Lazarsfeld, Berelson, and
Gaudet, 1948 and subsequent voting behavior studies described in chap. 11; and Katz and
Lazarsfeld, 1955 and subsequent studies of politics and consumption). Thus, the media are ab-
sorbed into local cultures; the mediating leaders and groups reinterpret the message, discount
it, elaborate it, reinforce it. Although some of these pioneers in audience research noted that
the media might have both a narcotizing function (increasing passive absorption of television
and radio, reducing reading and conversation) and an enlightenment function (bringing new
worlds to view), they overwhelmingly emphasized the limitations imposed by self-selection and
the two-step flow, as well as low interest, inattention, the discounting of opposed messages, and
the prominence of superficial viewing measured by failure to recall what is seen or heard (cf.
Sears and Kosterman, 1987; Lazarsfeld and Merton, 1971).

Empirical Limits

The limitations of these ideas are both empirical and theoretical. Empirical data on the
“media-as-mirrors” theme encounter three limitations: substantial segments of the audience
do not fit the theme; self-selection varies by subject matter; and when there is sustained
saturation coverage of an alleged scandal, crisis, or crime, all signals are off—the media can
reach large audiences heterogeneous in political orientation, social class, ethnicity, and so-
cial life, often with substantial impact. First, the numerous tables that demonstrate a ten-
dency toward self-selection—smokers avoiding anticancer messages, Democrats avoiding
�epublican messages—also show substantial minorities or even majorities exposing them-
selves to uncongenial messages. The differences between the predisposed and the disposed
are typically in the range of only 10 to 30 percentage points. For instance, poll data show
that while 72% of �epublicans tuned into some of the media coverage of the �epublican
presidential nominating convention in 1996, 58% of Democrats and 61% of Independents
also watched—a maximum self-selection edge of about 14 percentage points (New York
Times, Aug. 20, 1996; cf. Klapper, 1960, pp. 64 – 65).

Second, even these early studies showed that the two-step flow worked quite well for
advertising and consumer product choices where local, informal “opinion leaders” in the
neighborhood or workplace often interpreted media output and guided their friends’ taste
in dress, hairstyles, movies, or soap. But the two-step flow was much less apparent in poli-
tics (Katz and Lazarsfeld, 1955, pp. 154 ff., 273 – 274, 333).

Chapter 11 reviews recent evidence that campaigns are increasingly media-driven; that
obscene amounts of money in politics in the United States are overwhelmingly devoted to
buying broadcast time; that attack ads and media negativism deepen cynicism, reduce voter
turnout, and in close elections help the attacker; and that the media—anchorpersons, re-
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porters, and commentators—and “experts” certified by the media shape political attitudes
far more than other influences such as real events, the opposition party, a popular president,
interest groups, courts, and members of the president’s party (Page, Shapiro, and Dempsey,
1987; Page and Shapiro, 1992; Brody, 1991; Zaller and Hunt, 1994, 1995; and chap. 11 in
this text).

The third limitation of the media-as-mirrors idea is the great expansion of inadvertent
viewers of two kinds: television or radio audiences with minimal interest in politics who
stumble into political ads or political messages sandwiched between sports events, the news,
or entertainment programs; or, more recently, viewers who cannot or do not escape from
saturation coverage of scandals, real or imaginary—from Watergate, a real constitutional cri-
sis, to relentless pursuit of alleged presidential crimes centered on “Whitewater” (six years
of scandal while three independent prosecutors successively found that there was no pres-
idential involvement), “Filegate,” and “Travelgate” (four years of scandalmongering before
reluctant exoneration), and the sex-and-lies business (a year plus an unprecedented parti-
san impeachment proceeding aborted in the U.S. Senate).18

�esearch has established that
the least-informed people are the most dependent on television for news, including polit-
ical information. The main reason: They have lower cognitive skills (measured by tests) and
prefer to obtain news from TV because they find it difficult to cope with newspapers
(Neuman, Just, and Crigler, 1992, p. 98). There is also evidence that the weakly predis-
posed or the apathetic can be moved one way or another by one-sided saturation cover-
age—again the inadvertent viewer. When little is known about candidates in a congres-
sional race or the race is confusing, campaign expenditures, largely on broadcast media and
mass mailings, are strongly related to the vote (Grush, McKeough, and Ahlering, 1978).
Moreover, agenda-setting research has shown that the public’s priorities are rooted in in-
tense media coverage over an extended period; MacKuen (1981) showed that such cover-
age precedes a rise in public concern about race, campus unrest, the Vietnam War, and en-
ergy policy (cf. Funkhauser, 1973 on crime,Vietnam, and other issues in the 1960s; and
Protess et al., 1991 on six case studies where adversarial investigative reporting shaped the
priority, pace, or particularity of agenda items). And media-shaped public priorities in some
measure do shape public-policy agendas (Spitzer, 1993). Because sensational saturation cov-
erage is increasing, as we shall see later, the direct media embrace of inadvertent viewers is
also increasing.

Theoretical Limits

These are crucial qualifications to minimal effects theories. First, if limits on media power are
mediating groups and subcultures, then everything depends on the vitality of these groups and the na-
ture of participation in them. As we have seen, these patterns of social and political participa-
tion vary substantially over time and nation. With an increasing percentage of the U.S. pop-
ulation having few or no memberships and little involvement in wider associations that go
beyond kin and friends, we would expect a concomitant increase in direct media effects,
filling a vacuum left by the decline in civic engagement. Even within the family, there is
some tendency to use TV as a baby-sitter and to substitute the media for ordinary con-
versation. For majorities, media content is not reinterpreted and absorbed by groups and as-
sociations articulating counterimages and values. In fact, increasing amounts of media ex-
posure approximate the definition of mass behavior—direct response to remote symbols
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and events, outside the ken or the competence of local groups. In other words, millions
have no firm place to anchor an opinion, no vital culture through which to filter the media
impact.

Second, whatever the limitations of media impact shown by short-run stimulus-response
studies using surveys and laboratory experiments, the long-run, cumulative exposure to print,
radio, television, and now the Internet, very likely has a large and increasing effect. The sheer arith-
metic of television exposure alone is striking. In the U.S., where the mass media are most
ubiquitous, the average TV set is on seven hours a day. By the age of 65, the average male
viewer will have spent about nine years of his life watching TV; by the age of 18 the av-
erage child has spent about 20,000 hours in front of the set—more time than is spent in
classrooms, churches, and all other educational and cultural activities combined. The aver-
age senior in high school has already seen about 18,000 murders on television and 350,000
commercials. (Figures from Comstock et al., 1978, p. 89; Minow and LaMay, 1995,
pp. 27 – 28; Dominick, 1987, p. 509; and �oberts and Maccoby, 1985, pp. 569ff.)19 Beyond
television there are added hours spent with radio, newspapers, and magazines. Total expo-
sure has clearly increased in the past 50 years.

Of course, this does not say anything about whether viewers are paying attention or
what the effects are. During some of the time a television set is on, no one is in the room;
or if they are in the room, the “viewers” are reading, talking, dancing, cooking, eating,
doing the laundry, playing games, or daydreaming. On the other hand, much of the inat-
tentiveness is carefully timed: water utilities report great surges of use during scheduled sta-
tion breaks on the half hour in prime time. The degree to which inattentiveness limits
media impact for large populations is unknown; the evidence is anecdotal.

�egarding the net effects of this gargantuan exposure to the media we must be cautious.
If our problem is the debilitation of taste, we can take Edward Shils’ brilliant analysis of
popular culture as an early warning: “Brutal culture,” as he puts it, has always been aggres-
sive and cynical, pious and sacrilegious, distrustful of authority, preoccupied with violence
(Shils, 1960). Or, if one’s time perspective is only a century or two, one can note with F. �.
Dulles (1940) that Americans learned to be fans and spectators from variety shows and
sporting spectacles that reached a truly mass audience as early as the 1820s. And one would
be hard put to claim that the shift from bearbaiting and cockfighting to televised football,
baseball, or ritual wrestling is a decline in mass culture.

Nevertheless, I believe that our condition, if not markedly worse, is very different from
what it was 50 or 100 years ago. Only a view of the United States that assumes it is frozen
solid would deny that something new can come from 35 or 45 hours of weekly experi-
ence with television, radio, and the press. The tantalizing questions concern the net effect
over the long pull. Some hints come from history and literary criticism. A careful reading
of F. �. Dulles, America Learns to Play (1940), and �ichard Hoggart, The Uses of Literacy
(1957)—both of which are sensitive to continuities in popular culture—points to the like-
lihood of subtle shifts that escape our sample surveys. While local groups select and rein-
terpret values and beliefs communicated by the media, cumulative exposure over a couple
of generations or so can transform these preexisting local sentiments. Hoggart tells us that
the printed media are received by industrial workers in England in the context of a strong
oral tradition. But he also tells us of changes in values which can be traced to the cumu-
lative impact of the media from the turn of the century to the mid-1950s. A native skep-
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ticism (“You got to take it with a grain of salt”) has become cynicism (“It’s all baloney”);
while tolerance (“Everyone’s entitled to his own opinion”) has become the open mind (“One
man’s opinion is as good as another’s”). Historical research focused on the long-run ab-
sorption of media into changing local cultures—Hoggart applied more systematically to
more populations—would fill a gap in our picture of reality.

In the analysis of mass culture, the functions of cultural elites are often underplayed.
Here, too, precise historical comparisons are difficult. Shils argues that little of what is wrong
with our intellectuals and our high culture can be attributed to the media or the mass so-
ciety—that the belief that cultural standards are threatened rests on a romantic conception
of intellectual life in past centuries. The unintellectual preoccupations of political, eco-
nomic, and even educational and scientific elites, the dependence of the artist on the un-
informed layperson, the scarcity of talent all around—these have always meant that refined
culture would be in danger.

The argument is difficult to counter. When I assert that the greatly expanded oppor-
tunity for playing to a mass audience diverts intellectuals who in times past might have
stuck to their mission, Shils can assert that if �aymond Aron writes for the New York Times,
his thought is not thereby corrupted, that Walter Lippmann’s Public Opinion is not markedly
better than his later The Public Philosophy, that not all intellectuals waste their talents. Un-
fortunately, we cannot know what the quality of Aron’s or Lippmann’s thought would have
been if as young men they had been watching “situation comedies” instead of reading
books. Or what their output would have been if they were regular stars on American-style
TV talk shows.

To invoke some standard of quality appropriate to each genre within television, radio,
film, and print is not to express an elitist, snobbish contempt for popular culture. My bias
is that of Gilbert Seldes’ Seven Lively Arts—sympathetic to the media but concerned with
quality. In my study of the interaction of high culture and mass culture (Wilensky, 1964a),
I argued that the product does not have to be aggressively educative to get by as highbrow
and that much of refined culture has, in fact, had mass appeal. But if it is drama, the con-
trast is Playhouse 90 or Upstairs, Downstairs vs. the most stereotypical detective, western, and
adventure shows. If it is investigative journalism, it is the Washington Post and New York Times
of the Nixon conspiracies vs. the lazy, creative scandalmongering by the same prestigious
newspapers during the Clinton administration. The most useful definition that distinguishes
high culture from mass culture is one that emphasizes the social context of production, not
the size of the audience. High culture is created by or under the supervision of a cultural
elite operating within some aesthetic, literary, or scientific tradition; and critical standards
independent of the consumption of the product are systematically applied to it. Mass cul-
ture refers to products manufactured solely for a mass market (Wilensky, 1964a,
pp. 175 – 176). Clearly, high culture, whether it is confined to small audiences (avant-garde
jazz) or embraces mass audiences (a Shakespeare play, a Chaplin film), is profoundly “elit-
ist” in the sense that its practitioners, like those in professional sports, are judged by the
merit of their performance.

If we concede that cultural elites everywhere are slowly losing their autonomy and their
sense of intellectual community, and that we have come to a thorough interpenetration of
highbrow, middlebrow, and lowbrow culture, unique to our time (ibid., 1964a), then we must
give attention to the structural facts that account for these trends. Shils lists some of them
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himself: for intellectuals and demi-intellectuals, large numbers, spatial scattering, professional spe-
cialization; for the general population, mass media, mass literacy, and long-run income equaliza-
tion. These are all in some measure structural requisites or consequences of economic
growth. They imply that opportunity in all advanced countries will continue to free up
while colleges and secondary schools and, above all, the mainstream media will level down.

It is not so much that these trends debase the masses as it is that they make it more diffi-

cult to sustain the standards of cultural elites. If you want to argue the decline of civiliza-
tion in rich democracies, do not invoke the middle three-fifths, the average citizen who has
experienced an extraordinary post–World War II climb in her standard of living, her hous-
ing and health, her educational and occupational opportunities. Look instead to the privi-
leged and powerful professionals, executives, civil servants, top officials, and top politicians
and assess their behavior and values. The descent to the distant depths in culture and poli-
tics occurs only when these elites fail to articulate core values, only when they abandon
their responsibilities to set high standards, to enlighten and lead. Such a descent occurs only
when powerful politicians fail to observe decent restraints in their campaigns for office and
when governing, fail to define and protect the public interest.

So far, I have suggested that where there is a decline in the vitality of social participa-
tion and civic involvement and where there is an increase in cumulative exposure over the
long run, the media have a large and increasing impact on culture and politics; that the
media contribute to subtle shifts in values and beliefs; and that cultural elites who could set
high standards increasingly abandon the attempt. All these trends open the way for the di-
rect reach of television, radio, film, and press.

Media impact varies in two additional ways that again suggest increasing influence.
Media effects vary by (1) subject matter—the nature of the issue or the problem covered—
and (2) type of medium and the quality of education of the audience. Assuming a lively
local community life, when do groups and associations offer a stable guide and when do
they not? Both logic and the literature suggest that media impact is limited on two types
of issues: issues that are local, in the sense that almost everyone experiences the problem or
knows someone who does, and issues that are concrete or nontechnical. Thus, for the po-
litical economy close to home—local unemployment, prices at the store, drug problems,
access to health care—local experience provides a guide; and if media programming con-
tradicts that experience, it is often discounted. For instance, an early study of media in-
fluences on public perceptions of social problems compared three versions of reality—a
content analysis of media news accounts in newspapers and 501 half-hour broadcasts over
an 18-month period; official agency records of the prevalence of 10 social problems; and a
survey of the local population’s perception of the prevalence of each problem (Hubbard,
DeFleur, and DeFleur, 1975). The rank order of citizens’ concerns (their idea of the rela-
tive importance of problems) and the rates computed by agency records yielded an almost
identical rank order. But there was no relation of either community views or official records
to the media emphasis on crime, transportation mishaps, and discrimination. The citizens
instead accented unemployment, juvenile delinquency, and alcoholism (although they
ranked crime fairly high). In other words, where they had local experience, they ignored
the media. (Consistent results appear in Gamson, 1992; and Neuman, Just, and Crigler,
1992.) In contrast are more distant or abstract issues such as Star Wars or SDI, nuclear
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power, the Arab-Israeli conflict, or antiapartheid uprisings in Johannesburg. Here the media
have maximum impact in constructing reality.20

�egarding technical issues: Media versions of reality strongly shape public images and
even elite images of the size, trend, causes, and consequences of budget imbalances, unem-
ployment, or economic growth, the economic and social effects of various health-care re-
forms, miscellaneous regulations and deregulations, environmental threats, the welfare state,
and a host of other crucial issues of public policy—practically everything in this book (see
Parts II and III). As the public sector grows, as the public agenda proliferates, these com-
plex technical issues are frequently beyond the understanding of citizens, unless they are in-
volved in broader associations that do a good job of issue interpretation. In fact, such is-
sues are often beyond the grasp of all but the most conscientious investigative journalists
whose editors give them months to work on a story. In short, on an increasing number of
major issues neither local groups nor larger associations provide a buffer between the indi-
vidual and the media.

Finally, media effects vary by medium—print vs. broadcast, major networks vs. cable,
radio vs. television, the mainstream press vs. tabloids—and the education of the audience,
although these differences are rapidly diminishing. There was a time when one could see
sharp contrasts. The prestige newspapers reported news in the old-fashioned manner—ac-
centing who, what, where, when, and why—while the tabloid press published gossip, rumor,
paranoid plots. Television and to some extent radio were the media of intimacy, immedi-
acy, and dramatic impact, bringing major world and national crises into your living room—
from Vietnam to the Gulf War, from the civil rights movement to the Nixon impeach-
ment proceedings to assorted terrorist bombings—while the print media, in contrast, could
allocate time for checking facts and space for at least some thoughtful if not balanced in-
terpretation. �adio could supply specialized music, classical and jazz as well as pop, brief
newscasts, and local coverage while the television networks could concentrate on enter-
tainment separate from national and international news, and both radio and television could
cover sports and the weather and offer daytime soap operas. In the 1950s the networks also
hired some of the best writers and producers in the country and gave mass audiences 90-
minute televised dramas of high quality, comparable to those of the BBC. Finally, in the
1950s and early 1960s the celebrity cult had not yet come to dominate news organizations
and the airwaves. By the 1970s, however, a shift toward a massive interpenetration of media
content and style had begun. Local radio and television stations adopted a news format al-
most exclusively devoted to mayhem. National network news, too, moved toward more re-
ports of violence-crime-sex-disasters. Within one generation, talk shows on both radio and
television, national as well as local, became the medium of negative passion. There are now
8,000 such shows, most of them serving a steady diet of hatred for the government and
other established institutions, with echoes on the Internet. Politicians, civil servants, judges,
the professions, business executives—all are pictured as conspirators, corrupt to the core, ei-
ther crafty manipulators or incompetent buffoons. Starting out as media of personal advice
and entertainment, talk radio and television became political and ideological—celebrity
journalists driving an agenda.

The interpenetration of the media at the production level has been paralleled by a half
century of interpenetration of “brow” levels as the consumption habits of both mass audi-
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ences and educated elites moved away from print and toward electronic media and their
program tastes converged. We can infer this trend from three types of evidence. First, scat-
tered evidence indicates that the broadcast media in competition with print generally win
out—in attraction, number of hours, perhaps persuasiveness, too. �eading of books, maga-
zines, and newspapers declines. (Coffin, 1955, p. 633; Bogart, 1958, pp. 133ff.; Klapper, 1960,
pp. 107ff.; Mosel, 1963; and J. P. �obinson, 1980.) Second, among the educated, total ex-
posure to broadcast media has increased. Before television, radio listening among set own-
ers averaged 4.9 hours daily; evening listening averaged 2.6 hours for all, 2.4 for college
graduates. Program preferences did not vary much by education. Today, even excluding
highbrow FM, radio listening has not declined to zero. (By the late 1950s the typical fam-
ily that had acquired a television set cut radio listening from four or five hours to about
two hours a day [Bogart, 1958, p. 114].) Meanwhile, television viewing for the average
product of a graduate or professional school rose from zero to three hours daily (Steiner,
1963, p. 75). If we assume no major increase in the workweek of the educated, and no
change in lifestyle that can remotely touch television in sheer hours, their exposure to un-
differentiated broadcast media has risen as a portion of the daily round while their expo-
sure to serious print has declined. Finally, direct evidence shows that the media habits of
educated elites are not very different from those of the less educated (Wilensky, 1964a,
pp. 190 – 194; Steiner, 1963, pp. 75, 161; Comstock et al., 1978, pp. 88 – 89, 94; and J. P.
�obinson, 1977). In my study of the leisure styles of 1,354 men in the Detroit metropol-
itan area, ranging from professors, lawyers, and executives to unemployed underdogs, black
and white, and covering the quality of books, magazines, newspapers, and TV to which
they are exposed, I found that as early as 1960, the edge of the educated in cultivating high-
quality material was amazingly slim. For instance,

if we take interest in political news as a clue to wider perspectives, the most privi-
leged, well educated firm lawyers have only a 10 percent edge over the middle mass
and engineers are about the same as lower white-collar workers. In his interest in
world news, the solo lawyer has only a 7 percent edge over the younger blue-collar
worker. The differences in the proportion of diverse groups who rank local news as
important to them in their daily reading are similarly small. Even more uniform from
group to group are media habits tapped by more subtle measures of involvement with
mass culture . . . being a loyal rooter for sports teams, rating comics as an important
daily experience, becoming deeply involved with media heroes. And, when we come
to television, at least in America, the constraint of structural differentiation seems
doomed; uniformity of behavior and taste is the main story. Nowhere else has a
“class” audience been so swiftly transformed into a “mass” audience. (Wilensky,
1964a, p. 191)

Education has a lot more to do with how people feel about TV than what they do with
it. College graduates criticize TV programming, but they choose to watch extensively, and
in doing so, find themselves in Mr. Minow’s wasteland, unable, because of the limited high-
brow fare available, to exert much more selectivity than the general population. They
clearly display more signs of guilt and uneasiness at this state of affairs, but apparently it’s
not so punishing that it makes them flick the dial to “off” (ibid., p. 193).
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Perhaps the most telling demonstration of the interpenetration of brow levels, not
merely in television viewing but also in reading, comes from these Detroit area samples. I
found the following:

Most of those who read at least one high-brow magazine, also read middle- or low-brow
magazines. Only 3 percent of all these men read only high-brow magazines. How about
books? Among college-educated professionals, only one in four claimed to have read a
high-brow book in two months. Only about three in five of the professors and lawyers,
the most highly educated, entirely avoid low-brow TV favorites. The typical professor
crosses one or two levels of TV exposure. The engineers and executives, middle mass,
and the underdogs on relief are quite similar in their TV-viewing habits. Television
again, appears to be a powerful force for cultural standardization. (ibid., pp. 193 – 194)

In short, the department chief at GM, the firstline supervisor, and the unemployed auto-
worker on welfare are bound together in the common culture of Dan �ather, 60 Minutes,
The Pepsi Generation, and Larry King Live.21

There is every reason to suppose that this long-term trend toward cultural standardiza-
tion on the level of mass culture has continued since the 1960s (Comstock et al., 1978,
pp. 88 – 89). Again, those with privileged education were moving down while the masses
were probably moving slightly up.22

News, Entertainment, and Politics

�ecent studies of trends in media content confirm the theme of the interpenetration of the
media, a gradual reduction of differences between television, radio, newspapers, and big cir-
culation magazines, as they all drift toward talk-show style. �esearch also provides clues to the
direction of media influence. Briefly, over time the media have become aggressively inter-
pretive, negative, afactual, sensational, self-referential, and anti-institutional. Studies of media
content unequivocally show a long-term trend toward the negative portrayal of politicians.
For instance, in the early 1960s less than a third of the media evaluative references to politi-
cal leaders were unfavorable (even during the Vietnam War). In the 1980s nearly two-thirds
were (Patterson, 1993a, p. 20). Vietnam and Nixon’s Watergate merely marked the begin-
ning of this negativism; the escalation of media hostility continued into the 1980s and 1990s.
(See Lichter and Amundson, 1994, pp. 137 – 139, on television networks; Parker, 1994, on
broadcast vs. print; Zaller and Hunt, 1995, p. 104, on Time and Newsweek; and Hibbing and
Theiss-Morse, 1996a and 1998, on styles of negativism of broadcast vs. print.) This negativism
is indiscriminate; it is directed equally at Democrats and �epublicans. Underdog candidates
of a third party may receive a momentary buildup by television if they are sufficiently dem-
agogic or entertaining—�oss Perot, David Duke, and Pat Buchanan—but they are typically
brought down by the same media that gave them the underdog treatment with free time and
space. Does this mean that there is no political bias of television, no political direction?

Inferring effects from trends in content is difficult. A subtle attempt by Michael J.
�obinson (1977, 1976) underscores both the likely political direction of television and the
different biases of “entertainment” and “information” from 1956 to 1976. During that
transformative period the percentage of people relying solely on television for information
about national campaigns doubled, and programs changed drastically. Combining mass at-
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titude surveys with analysis of content of prime-time television, �obinson concludes that
TV journalism generally increased its anti-institutional content and effect, while prime-time
entertainment became politically “relevant” with a liberal-left impact. Under television’s re-
lentlessly negative portrayal of events, the civic culture of optimism, idealism, rationalism,
and nationalism was gradually giving way to an anticivic culture of distrust, a sense of po-
litical inefficacy, “cynicism, pessimism, alienation . . . , the increasing concern with law and
order and the ‘social issue’ and the growing fascination with ‘backlash’ politics”—as in the
coverage of protest candidates such as George Wallace (1977, p. 27). �obinson makes a
good case that the events at the root of this—the Vietnam War; the assassinations of Pres-
ident Kennedy, Martin Luther King, and �obert Kennedy; violence at the 1968 Democratic
Convention; urban insurrection—cannot explain the strong connection between the polit-
ical orientations of people and their reliance on television. Those relying only on televi-
sion for their news embraced an anticivic culture much more than those who did not rely
at all on television, while those with partial reliance on television were in between—even
holding education constant.

While the news media were moving the civic culture toward indiscriminate negativism,
television entertainment was moving in a different direction. Both the content and likely
impact of prime-time entertainment was to raise the consciousness of the audience re-
garding war, racism, gender equality, and assorted social-moral issues—such as divorce, fem-
inism, premarital sex, and gay rights. Liberals liked this; others sneered at “radical chic”; and
evangelical citizens were deeply offended by it. By 1968, politically relevant variety shows
(Laugh-In, The Smothers Brothers) had opened television to these themes, and the next year
situation-comedy spin-offs with similar messages began their proliferation and climbed to
top Nielson ratings (Norman Lear and his colleagues’ All in the Family, Maude, and The Jef-
fersons as well as less political but more socially relevant programs with indirect effects such
as The Mary Tyler Moore Show, and �hoda).23 By 1972, 5 of the top 10 programs could 
be labeled “establishment liberal” or “establishment swinger” (M. J. �obinson 1977,
pp. 32 – 33). Later �oseanne (the new All in the Family) and Murphy Brown (a single woman
“living in sin” and having a child) continued in this vein. (Chap. 7 analyzes the politics of
family policy cross-nationally.)

In short, the network news programs were directly reinforcing the populist right view
of government, politicians, and established authority, while entertainment television was in-
directly legitimizing the liberal view of social-moral issues. The countermobilization of the
Christian right in the 1980s and 1990s was partly a product of this media shift. This 
religious-political protest movement merged with the �epublican Party; it took inspiration
from the antigovernment din of the news media and found a voting base among evangel-
icals and fundamentalists enraged by what they saw as the spread of moral rot in TV en-
tertainment (see chaps. 7 on family policy, 10 on backlash, and 11 on party decline).24

If there is any remaining difference between the negativism of the broadcast media and
the negativism of the print media, it is this: the former has become the medium of poison-
ous politics while the latter has become the medium of disapproval politics. People who rely
mainly on television or radio for their views about Congress say they are angry and dis-
gusted with Congress; people who rely on print media say they disapprove of the job Con-
gress is doing (Hibbing and Theiss-Morse, 1996b). The convergence toward broadcast con-
tent among the print media means that mere disapproval is giving way to belligerence. Both
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broadcast and print are moving toward the talk-show model. Within the print category, the
prestige newspapers and mass circulation magazines are following close behind (Mann and
Ornstein, 1994, p. 8; Fallows, 1996, passim.; Parker, 1994, p. 160 and passim.).25

The results of the media’s pervasive negativism and aggressively interpretive “news” are
evident in congressional and presidential elections. For at least two decades, the broadcast
media and to a lesser extent print media have been downsizing political news and public-
policy reporting. The networks have been less and less willing to cover statements and
speeches by officials, from the president to cabinet secretaries to senators and representa-
tives. If speeches are not ignored, they are clipped into progressively shorter sound bites.
Driven by ratings and the bottom line, the TV networks have cut the number of Wash-
ington TV news correspondents, editors, and producers; they manage the evening news
from New York by spicing it up with a heavy dose of conflict, gossip, and celebrity com-
ments (Kimball, 1994). Further, where the networks once embraced gavel-to-gavel cover-
age of the quadrennial presidential nominating conventions, they now sharply reduce total
time, and what time they allocate is increasingly devoted to their negative coverage of can-
didates ( Jamieson, 1996). More important, during presidential primary campaigns, cover-
age has become not only negative, but increasingly self-referential. For instance, according
to the Center for Media and Public Affairs, during the first three months of the 1996 �e-
publican primary season, reporters in the evening network news shows had six times as
much airtime as the candidates they were covering. Free time for the presidential nominees
also dwindled. The average sound bite had already gone down from 42 seconds in 1968
to below 10 seconds in 1988 (Adatto, 1993, pp. 2, 177, n. 1); it compressed to 7 seconds in
1996 (Baum and Kernell, 1999, p. 99).26 Talking candidates have been replaced by talking
reporters and anchorpersons.

Faced with a virtual news blackout of their own voices and positions, and confronting
a barrage of critical commentary passing as news, candidates are forced to buy time and
frame their messages to get a little free time, hoping for echoes in newspapers and maga-
zines. Campaigns are now almost totally driven by the goal of access to television. In ad-
dition to the escalating costs of television advertising there are related costs of tracking polls,
focus groups, dial groups, “wave fronts,” and digital-TV editing machines. (Wall Street Jour-
nal, Jan. 10, 1994.) Candidates must raise huge sums to pay for all this. Although longer
in duration, campaigns are faster and meaner, a reflection of both rising partisanship and
the negativism of the media. A study of 34 Senate campaigns in 1992 showed that over
half the voting age population lived in states with negative campaigns (Ansolabehere and
Iyengar, 1995, pp. 106 – 107). Ads that are confined to attacking opponents are now com-
mon; many of them either grossly distort the record of opponents or assassinate their char-
acter. Newspapers and television eagerly cover these ads as news, especially the more ex-
treme ads, giving them even more visibility. Even when newspapers try to act as referees,
suggesting the most and least accurate parts of the TV attack ads, viewers absorb not the
journalists’ skepticism but the very messages from which the reporters are trying to protect
them (ibid., pp. 133 – 142).

The effects of media domination of political campaigns are dramatically illustrated by
the 1994 race for the U.S. Senate seat in California between the incumbent Dianne Fein-
stein, a moderate Democrat, and her challenger, Michael Huffington, an unknown about
whom veteran observers of California politics said, “He gave empty suits a bad name.”
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Huffington, independently wealthy, amassed an all-time record senatorial campaign budget
of $29 million, almost all spent on a barrage of television and radio attack ads. He drove
Senator Feinstein’s negative ratings from very low to over 50% and came within a hair of
winning the seat. The campaign launched his wife, Ariana, as a favorite on TV-trash talk
shows, a Beltway media star, a confidante of House Speaker Newt Gingrich, and a syndi-
cated columnist.27

Some observers of the 1998 congressional election suggest that it showed that media
manipulation and the politics of personal destruction had reached their limits, that “the 24-
hour news cycle, instant Internet gossip, Beltway spin, saturation coverage of leaked raw
testimony [as Imperial Prosecutor Starr exposed President Clinton’s sex life], one-source
journalism and weeks of nonstop attack ads did not breach the public’s defenses against ma-
nipulation, whether by political consultants or Beltway commentators” (Popkin, 1998). This
overlooks the cumulative effects: It has been well demonstrated, for instance, that attack ads
in campaigns increase cynicism and lower turnout (Ansolabehere et al., 1994). And the
1998 election saw the lowest national off-year turnout since 1942—36%. It is not too great
a leap to suggest that relentless scandalmongering by politicians interacting with attack-dog
journalists, and the marketing of undifferentiated crises over decades, create propaganditis—
the widespread and intense distrust of the media and eventually of all the institutions at-
tacked. Propaganditis is not thoughtful propaganda analysis that insulates the citizen from
political manipulation. In fact, mass cynicism and generalized distrust open the way for
demagogues to use the distrust to direct voters toward ends of which they are unaware, the
very definition of manipulation; propaganditis tears them loose from parties and other guid-
ing institutions. The plebiscatory rampage of California in the past 20 years is the arche-
type of this development (see discussion of initiatives, referenda, and turnout in chap. 11).

The very people who tell survey interviewers that they hate the media for airing non-
stop scandals account for sharp and sustained increases in television ratings whenever broad-
casters market sensational “news” as entertainment. �atings soared for saturation coverage
of the O. J. Simpson murder trial and the Clinton-Lewinsky sex scandal alike—and in both
cases long-hours viewers compulsively glued to the screen for many months told pollsters
“Enough already.”

Explaining Media Content and Style

Why do the media do what they do? Where do media managers get their predispositions?
Each of three theories captures part of the explanation: an economic determinist theory
accenting big business domination; a theory that emphasizes the organizational and occu-
pational contingencies that shape media content; and a theory that accents country-specific
regulations and financing. In my view the first explains less than the other two. What
media content is consistent with each of these theories?

Big-Business Domination

Several analysts of modern media, including neo-Marxists such as Habermas and Gramsci and
non-Marxists who merely accent economic-technological determinants (Lindblom, 1977;
Bagdikian, 1997), emphasize that the media themselves are big business. In the United States
they point to the increasing concentration of control evident in an increase in one-newspaper
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cities and interlocking corporate ownership (Disney owns Capital Cities/ABC, Westinghouse
owns CBS, GE owns NBC, NBC owns a nonstop scandalmongering TV cable network
MSNBC, the Washington Post owns Newsweek, Warner Communications owns Time, and the
Gannet chain owns nearly two dozen TV and radio stations and 90-plus newspapers [Fallows,
1996, pp. 67 – 73; Bagdikian, 1997, pp. xv, 4, 18, 24].) They note that advertising is crucial to
media survival and assume that business interests and values therefore dominate media content.
The privileged position of business in government and politics, they say, means that business is
not merely another interest group; it inevitably dominates modern political economies because
of its unique indispensability, its control over technology, the organization of work, the loca-
tion of industry, market structure, resource allocation, and what is to be produced in what
quantities. Everyone’s standard of living is in their hands. All of these business decisions are
therefore strongly resistant to government control or to other countervailing democratic forces.
Politicians are much more receptive to business pressure than to any other; the most powerful
among them, left or right, always seek to gain the confidence of the business and financial
communities. Consequently, business enjoys not only extraordinary sources of funds and orga-
nizations at the ready, but also special access to government. (Lindblom, 1977, pp. 170 – 188.)

Gramsci (1971, especially pp. 210 – 277), Habermas (1976), and Lindblom (1977) be-
lieve that these tendencies are common to all market-oriented (“capitalist”) democracies.
�einforcing the inevitable economic domination of business, these scholars further argue,
is the “cultural hegemony” of business—indirect control exerted through schools, colleges,
and the mass media. By persuasion and manipulation, by identifying private enterprise with
liberty and political democracy, business conditions the values and beliefs of the masses to
serve business ends.

In short, from big business prestige and power these scholars infer the content of print
media, broadcast media, and film alike, and from content they infer effects.

Leaving aside the obvious limitations of this view across time and space, to which the
national variations in politics and public policy in this book will attest, we can surely find
some media content that fits an economic determinist argument. But the commercial
broadcast media evidence more direct influence than the print media. Newspapers have
typically kept their advertising departments separate from their editorial departments, while
advertising agencies hired by business choose and shape television, radio, and Internet pro-
grams directly. As broadcast media edged out print, there has been a major shift in power
toward the electronic media, most vulnerable to business interests. Nevertheless, where
there is an important local business or industry that dominates employment, the papers may
pull their punches. When writing about government, no holds are barred; when writing
about local industry, editors show caution (Wall Street Journal, Feb. 6, 1992). For example,
editor John Perry of a suburban Seattle daily, the Bellevue Journal-American, fired his busi-
ness editor in a dispute over how much coverage to give labor problems at Nordstrom, a
big retailer that had recently sharply increased its advertising. Banking crises are widely
known among editors during their long development, but because banks are central local
institutions and bankers are typically friends of publishers, exposés are late bloomers. Sim-
ilarly, coverage of auto issues is often subdued in Motor City Detroit, or, where auto deal-
ers are numerous, consumer warnings about defects or price gouging are often censored.

But this is a small part of total print media coverage. In fact, there are probably more
cases of big advertisers being attacked than protected from criticism. For instance in the
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Nordstrom case, the Seattle Times published a string of articles about the retailer’s labor
problems despite blunt pressure, including a cutback in ads from Nordstrom. As we have
seen, there is increasingly an adversarial stance toward all institutions. Publishers, editors,
and reporters alike believe that circulation is aided by sensational exposés.

Similarly, where advertisers have direct influence on program content, as in the com-
mercial broadcast media, their central interest is audience ratings, not probusiness, or
prochurch, or pro-anything content. What they want is an increase in mass audience;
whatever it takes is ok—violence, prurience, political pornography.28 That GE owns NBC
does not stop the network from trashing the Defense Department for cost overruns, $800
toilet seats, sexual harassment, and the like.29 And advertisers are delighted with 60 Min-
utes, CBS’s top-rated longest-running “news magazine”—this despite its consistently pros-
ecutorial interview style, its effort to entrap and wring damaging snippets from officials,
CEOs, religious leaders, anyone in established authority. The targets have included nu-
merous corporations as well as the military. For instance, 60 Minutes broadcast a 17-minute
piece “Out of Control,” November 23, 1986, repeated it on September 13, 1987. It al-
leged that the Audi 5000, a German luxury sedan, had a dangerous defect, “sudden ac-
celeration,” which was supposedly responsible for hundreds of accidents and several
deaths—5,000 incidents, claimed Ed Bradley. Audi sales dropped by more than two-thirds.
But in 1987 the National Highway Traffic Safety Administration, after an exhaustive two-
year study, concluded that there was no mechanical problem that caused sudden acceler-
ation of the Audi or any other cars. All of the people featured on 60 Minutes who sued
Audi lost their cases; one woman featured in the opening scene was fined for filing a friv-
olous lawsuit (Farrell, 1998).

Thus, most media content and style cannot be explained by owner interests or big busi-
ness dominance. The drift of the print media toward television and radio negativism, the
drift of the electronic media toward the talk-show model, the convergence of news and
entertainment, the marketing of undifferentiated crises, undifferentiated spectacles—all of
this has little to do with the cultural hegemony of big business. It is more specific to the
financing, control, and changing norms of the media.

Organizational and Occupational Contingencies

Content in this theory is rooted in the technical and organizational structure and aims of
the medium. For explanation we look at what media managers, producers, and journalists
must do to survive and grow, to the changing norms of the trade. First, the media are in-
creasingly competitive and expensive. The broadcast networks compete intensely with one
another and with cable. Newspapers and mass-circulation magazines compete with one
another and with radio and TV. They all now compete with the Internet. The tabloidiza-
tion of television and later of print “journalism” is a product of the loss of market share
in this escalating competition. In 1961 TV viewers spent more than 90% of viewing time
with three commercial networks; that figure went down to about 55 to 60% by 1997.
When network news had almost all of the audience, CBS allowed its news department to
lose money for many years while it fulfilled some of its public-interest obligations. When
the audience, especially the young consumer audience, shifted to radio and television talk
shows, to cable entertainment (and “infotainment”) and to the Internet, the major net-
works abandoned their loss leader, the public-interest component of network news, and
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insisted that news departments make profits. Thus did the successful talk-show model
spread.

Meanwhile, newspapers were losing their readers to the electronic media. Their typical
response was to copy the content and style of the growth sectors. Because their aim is to
build or maintain a mass audience, because cost escalates in what appears to them as a com-
petitive struggle to the death, both television networks and print journalism must compress
their stories and speed up their schedules. What was a one- or two-hour TV drama be-
came a cheaper half-hour formula show, the sitcom. Print news began to resemble televi-
sion sound bites. The need for compression and more urgent deadlines make for a work
environment more frantic than that of the 1950s.

Because they want to win in competition or survive as their segment declines and be-
cause of their perceived need to speed up, compress, and capture attention, they accent the
sensational in their programming.30 As we have seen above, the producers of drama and
film have increased the frequency and intensity of violence, sex, and mayhem, while news
became even more negative and aggressively interpretive. One reason for the aggressively
interpretive character of all “news” is that the editors of the print media—newspapers and
magazines—no longer feel that they have to report “the facts”; TV does that. So at their
best they try to provide analysis and context. Commercial TV, in turn, is so selective and
so obsessed with the week’s ratings and the need to be dramatic, that “the facts” (who,
what, where, when, why) are overwhelmed by slogans, catch phrases, and scandals. That
print media and broadcast news alike embrace gossip and rumor and report them as news-
worthy facts—increasingly unchecked—is partly explained by this buck-passing habit. Print
editors say that TV reports the timely facts; we do interpretation. But TV producers say
the facts are boring; let’s liven it up. They both end up with a similar antifactual product,
featuring the reporter-celebrity as prophet and seer, and alternate between attack-dog bark-
ing and a chatty, gossipy tone.

The media formula in politics and political news reflects these occupational and orga-
nizational requirements. The formula consists of the well-known emphasis on the horse
race in campaigns ( Jerry Brown, coming up on the outside, gains on Clinton; Perot, the
dark horse, moves up in the pack, becomes a miraculous second), the man-bites-dog theme,
two politicians trading insults (Mondale to Hart, “Where’s the beef?” �eagan to Bush,
“This is my microphone”), the little guy slaying the big guy in the manner of Jimmy Stew-
art in Mr. Smith Goes to Washington, or David and Goliath (that’s literally why the media
for months loved Perot in 1992 and Carter in 1976). Alternative content and styles are, in
the media managers’ common view, BO�ING—and boredom is the great enemy of audi-
ence building.

The 1976 Democratic primary campaign is a dramatic illustration of how horse-race,
scorecard journalism can shape a presidential election. Thomas Patterson (1980) carried out
a panel survey of voters beginning in February 1976, before the primaries began, and end-
ing in November after election day. The 1,200 respondents were interviewed as many as
seven times each about their media use, impressions of the candidates and the campaign, their
awareness of election issues, interest in the campaign, and more. Five of the waves involved
hour-long personal interviews. In addition, Patterson did a content analysis of the news
media’s coverage of the 1976 presidential election—the entire year’s reporting by ABC, CBS,
and NBC; by four daily newspapers (Los Angeles Times, Los Angeles Herald Examiner, the Erie
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(Pennsylvania) News, and the Erie Times); and by Time and Newsweek magazines. The high-
lights of findings of this careful study follow:

. Media coverage was half or more devoted to the horse race—the strategy and
tactics and style of the candidates—downplaying questions of national policy or leader-
ship. “The candidates’ policy positions, their personal and leadership characteristics, their
private and public histories, background on . . . issues, and group commitments for and
by the candidates accounted for only about 30 percent of election coverage” (Patterson,
1980, pp. 24 – 25). Comparing the 1940 election (Lazarsfeld, Berelson, and Gaudet,
1948), policy and leadership accounted for about 50% of coverage.

. Projecting a single state’s results to the entire nation, the media used a “winner
take all” rule and celebrated the underdog moving up, blotting out everyone else. Jimmy
Carter received 28% of the New Hampshire primary vote. The remaining four candi-
dates, all liberals, together received 60% of the vote; Morris Udall led with 23%, a close
second.Yet the press termed Carter “the unqualified winner” and gave him prominent
coverage until the next primary. Time and Newsweek put him on their front covers and
gave his story 2,600 lines. Udall received 96 lines. Carter’s television and newspaper cov-
erage that week was four times the average amount given each of his major rivals. This
pattern held throughout the Democratic primaries.31

. The media emphasis on the contest, winner’s tactics, strategy, and style—a bit more
extreme on television than print—strongly shaped voters’ name recognition and percep-
tion of the candidate and the election. For instance, matters of policy and leadership were
at the top of voters’ lists in interviews just before the campaign; they sank to the bottom
during the campaign, replaced by a concern with who is up, who is down. All
contenders in New Hampshire were largely unknown to the voters at the outset. The
media obsession with Carter meant that he was the only Democrat to become dramati-
cally more familiar to the voters; he gained many votes from this recognition edge.

In both the Perot and Carter candidacies, the media formula in campaigns—horse race,
underdog moves up, the David and Goliath syndrome, exaggerated conflict themes—was
reinforced by both candidates’ antigovernment, anti-Beltway stance, dear to the hearts of
the media at century’s end.

Why do the media give prominence to so many scandals, always exaggerating and often
inventing them? Why has the reporting of scandals, crises, and disasters in the mainstream
press become so seamless, so casual? By all historical accounts, government is cleaner, freer
of corruption, nepotism, and crime than it was a century ago (Ornstein, 1993/94). Teapot
Dome and Nixon’s Watergate were aberrations in a slow climb toward cleaner government
(see chap. 11). The escalation of scandalmongering in the past 20 or 30 years, then, has an
ever-looser connection to reality; it is increasingly devoid of the context and historical per-
spective that give an event meaning. Three trends help to explain this disconnect: the
changing character of investigative reporting since Watergate; the emergence of journalists
as media celebrities on a gravy train and what that does to role models for younger jour-
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nalists; and the impact of increasingly frantic deadlines on herd journalism—that is, the in-
creasing self-absorption and isolation of working journalists as a group.

�egarding the first trend, many students of the mass media see Nixon’s Watergate as a
turning point—the time when the media’s cynicism, already elevated in the Vietnam War,
took off as a dominant feature of news reporting. And many journalists defend what I have
called scandalmongering by the notion that reporters behaved like lapdogs during the early
years of both Vietnam and the Nixon conspiracies, not to mention the decades before. Too
often, they say, reporters wrote what an official handed them as a press release or what a
celebrity staged for them as a media event. Too often, they ignored signs of corruption or
wrongdoing in high places. In contrast, the great investigative reporters, Woodward and Bern-
stein of the Washington Post—played by �obert �edford and Dustin Hoffmann in All the Pres-
idents’ Men (who has not seen it?)—are the model for the journalists who came of age in the
1960s, who are now 40- to 50-year-olds who have moved up. Determined not to be led by
the nose by those in authority, they adopt what they think is a perfectly justified adversarial
stance; they are attuned to scandal and rumors of scandal and to a negative spin on the news.
An ABC reporter expressed this norm in 1995: “You can be wrong as long as you’re nega-
tive and skeptical. But if you’re going to say something remotely positive, you’d better be 150
percent right or you’re going to be accused of rolling over” (quoted in Fallows, 1996, p. 180).

There are two things wrong with this “let’s-not-roll-over defense“ of today’s journalis-
tic practice. First, it distorts the behavior of journalists’ predecessors; and second, lapdog be-
havior of the press continues, but the handouts are taken uncritically not from officials but
from pushers of scandal.Yes, an older press establishment refused to allow pictures of Pres-
ident �oosevelt in his wheelchair; yes, they refused to report President Kennedy’s reckless
sex life; and, yes, James �eston of the New York Times, on behalf of national security, kept
the secret about the plan to invade Cuba in 1961. But this was far from a pattern of lap-
dog journalism. It is fair to say that among the mainstream media in the two decades fol-
lowing World War II, the competitive pressures were less intense, the time and space for
a story were greater, and the standards for getting the story straight by using multiple
sources and presenting it fairly were much higher. For these reasons, many journalists made
a much greater effort to separate the important from the trivial, fact from fiction, real events
from pseudoevents—events made to happen by journalists in order to satisfy the demands
for sensational inside dope or by public relations agents in order to build up their clients
or knock down their enemies. Although there was always some tendency to report undif-
ferentiated crises and to build up minor scandals (Wilensky, 1967a, p. 149), this was not the
main content of the mainstream press. Most stories in those years were far from an echo
of some official line. And when there was a real crisis—Vietnam, Watergate—the prestige
press evidenced investigative reporting of high quality, the kind that requires hard work,
time, judgment, and a steady focus on evidence and the credibility of sources.

In fact, the main shift from the 30 years before the mid-1970s to the subsequent 30 years
has been from occasional lapdog reporting combined with routine balance, accuracy, and
hard work to attack-dog journalism aided by a new kind of lapdog journalism. Instead of
giving officials space and airtime, editors, producers, and reporters now give space and time
to politicians and activists engaged in the politics of personal destruction; the gift of access
now goes to anyone promoting rumors of scandals—enemies of the accused or media fa-
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vorites such as “experts” making the most extreme statements or dramatic television per-
formances by witnesses and interrogators in congressional investigatory committees, which
were metastasizing in the 1990s. Lapdog journalism was abundantly evident when journal-
ists dutifully repeated press leaks by the staff of Kenneth Starr during his career as inde-
pendent counsel investigating assorted allegations against President Clinton. Unsourced,
unchecked stories of scandal multiplied in the media.

�elated to changes in investigative reporting—the escape from fairness, fact, and bal-
ance—are two other trends: an acceleration of the long-standing cult of celebrities in pol-
itics and culture and the multiplication of journalist celebrities, who now find themselves
on a gravy train, making more money and wielding more influence than some of the stars
they interview.32 Instead of an encounter between a reporter and a movie star, politician,
or athlete, we see an interaction between two celebrities, feeding each other’s fame. This is
most highly developed in broadcast talk shows but, as we have seen, it has become the
model for print media as well. Appearances as a regular on talk shows, often combined with
a syndicated column, can create a demand for lucrative invitations on a speech circuit. The
McLaughlin Group takes its show on the road and charges fees of $20,000 per appearance.
By the 1990s, George Will’s annual earnings from speeches climbed to over $1 million. In
1994, the glamorous team of Steve and Cokie �oberts were paid $45,000 for one joint
speech to potential clients of a banking group in Chicago (Fallows, 1996, p. 111).

Celebrity journalists are now role models for aspiring young journalists. The shift from
old-fashioned investigative reporting in Watergate to today’s negative opinions tossed off

the top of the heads of talk-show celebrities—this is a drastic change in only one genera-
tion. That the new role models shape recruitment to journalism is suggested by William
Kovach, a former editor at the Atlanta Constitution and New York Times. He observed that
after the movie All the President’s Men, “A lot of people started showing up in newspaper
offices because they saw journalism as a route toward celebrating themselves. It has greatly
increased since then. More and more kids come out of journalism school wanting to be
anchors. They are not interested in the work of reporting or finding information. They
want to be known.” (Quoted in ibid., p. 160.)

The contrast between the Nixon conspiracies and coverage of the Clinton sex scandal
could not be more revealing of the trends I have discussed. If anyone doubts that sloppy
scandalmongering by celebrity journalists was a factor in the unprecedented partisan vote
in the House of �epresentatives to impeach a twice-elected president in 1998, one should
remember how it all started. “Whitewater” began with a string of rumors, gossip, innu-
endo, and tortured logic posing as investigative reporting by the New York Times, especially
in a series of exposés of President Clinton and the First Lady’s alleged criminal activity in
connection with a 1978 real estate deal gone sour and with the 1989 collapse of the Madi-
son Guaranty Savings and Loan in Little �ock, Arkansas.33 (For an account of exactly how
sloppy this reporting was, see the book by Gene Lyons, 1996.)

There followed a two-year $3.6 million investigation by an independent law firm hired
by Independent Counsel �obert Fiske that found no wrongdoing by the Clintons; then six
more years of investigations by Independent Counsel Kenneth Starr and his successor, several
congressional committees, and an army of reporters. In each case—except for the media—
the investigators reluctantly conceded that there was no evidence of Whitewater wrongdo-
ing. Along the way, the press managed to parlay small errors of judgment into equally large
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“gates”—“Filegate,” “Travelgate,” even “Fostergate” (conspiracy theorists and gutter journal-
ists’ accusation that the suicide of White House Counsel Vincent Foster was a murder or-
chestrated by the president, quickly reported at length by the mainstream press). Each of these
“scandals” was repeatedly investigated and found without substance—another spate of inven-
tive journalism. Similarly, the year of impeachment began with media events, a high-stakes
blockbuster publishing project. The principals in this drama were a New York City literary
agent, Lucianne Goldberg, and Linda Tripp, who secretly taped Monica Lewinsky gossiping
about her encounters with the president; they hoped for a lucrative “telltale” book deal, with
possible movie rights and certain saturation coverage.

The chief marketers of these scandals, media celebrities interacting with political and
cultural celebrities, displayed an odd combination of cynicism and sanctimony, of malice
and moralism, devoid of solid substance but filled with rumor, gossip, out-of-context fac-
toids, and their own instant opinions.34 The “gotcha” mentality of today’s media—their
negativism, their tendency to magnify the slightest misstep or equivocation, and to treat all
public figures as suspect—has persuaded the public that politicians are chronic liars or
“wafflers” who break their promises (Shaw, 1996, Part A, pp. 1 – 2). This kind of coverage
has the merit of being easy, cheap, and convenient.Yet in a study spanning seven presiden-
cies, Thomas Patterson (1993a, p. 11) reports that by and large, “presidents keep the prom-
ises they made as candidates. . . . When they fail to deliver . . . it is usually because they
cannot get Congress to agree; because the pledge conflicts with a higher priority commit-
ment; or because conditions have changed.” This is another major disconnect between sim-
plistic media reporting and complex reality.

The media were not the only forces at work to create these multiple crises, multiple
scandals, and public cynicism. There were also the 1978 independent counsel law, born of
a serious constitutional crisis in 1974; the decline of political parties; the polarization of
politics; the constitutional structure and electoral system of the United States (see 
chap. 11)—all of which helped to create the post-Vietnam, post-Watergate, post–cold war
atmosphere. But without the transformation of journalists into celebrity attack dogs, it is
doubtful that the �epublican majority in the House could have escalated six years of scan-
dalmongering into the only impeachment of an elected president in American history.

Because politicians pine for access to the media, if for no other reason than to defend
themselves from the incessant attacks, their hopes and fears increasingly focus on the media
gatekeepers, the most visible journalist celebrities. Two studies confirm this common ob-
servation. One analyzes changes in routine coverage of U.S. senators. It shows that network
television increasingly reports the views and actions of a charmed few and regularly invites
them for combat, ignoring everyone else (Kulinski and Sigelman, 1992). Because media cov-
erage is now overwhelmingly focused on the continual race for the presidency and who is
up or down in that race and why, access goes to those they judge to be presidential candi-
dates or potential contenders. This makes the competition for space and time even more in-
tense. The second study was based on interviews with legislators, government agency 
personnel, and interest-group leaders involved in federal and local policymaking and imple-
mentation in the Chicago area. It concludes that policymakers “respond to investigative re-
porters as if they were the public” (Protess et al., 1991, p. 248). There is no doubt that ev-
eryone from the president to the rank-and-file members of Congress and their staff spend
increasing amounts of time monitoring what the media celebrities say, cultivating their own
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potential celebrity through television appearances (Sunday TV makes Monday-morning
headlines), and devising daily strategies to counter media attacks. This, of course, leaves less
time for policy planning and other aspects of governing. (Cf. Fallows, 1996, pp. 182ff, 235ff.)

The final reason for the spread of the talk-show model of journalism, especially its avoid-
ance of policy issues and analysis of substance, is the speedup in the news cycle, the multi-
plication of deadline pressures. The new technology and new formats—C-SPAN, CNN,
radio and TV talk shows, and on-line databases—have combined with the definition of
news as conflict and scandal to create a cycle of nonstop “news.” Today it is always dead-
line time, every minute, every hour (Fallows, 1996, p. 183). Although the media have al-
ways been in a hurry, the new technology and intensified competition have made the job
more frantic. When you are in a hurry, continually frantic, you fall back on what you know
(Wilensky, 1967a, pp. 75 – 77, 80 – 81). And what working journalists of the 1990s know is
not the political, economic, and social context of the event or the substance of issues, but
what happened this morning—the latest rumor or prediction on a talk show, the latest
clever phrase by one of the contending politicians or celebrities, the latest tactic in the po-
litical game. One thing is clear: In a state of chronic crisis, under continual deadline pres-
sure, journalists have neither time nor incentive to explore complex policy issues, new pos-
sibilities, alternative explanations, more evidence. Concretely, that means one source or no
source instead of two or three. It means rushing into print or broadcast with undifferenti-
ated crises and scandals derived from poorly evaluated sources.35

A good example of this hasty avoidance of substance in favor of horse-race journalism and
the quick depiction of clashing personalities is the yearlong coverage of the Clinton adminis-
tration’s health-care proposal described in chapter 16, where I show how the media failed to
help Americans to understand much of anything about the plan or the alternatives to it. One
incident in this press coverage is emblematic. Conducting a study of media coverage, Kathleen
Jamieson observed the behavior of reporters at a two-hour presentation of the plan by Hillary
Clinton in 1994. Mrs. Clinton provided a lucid rationale for reform, and for the plan, includ-
ing a detailed question-and-answer session, where she took on every argument against it.

What was interesting to me was the physical sensation of being in the middle of the
press corps during the different parts of the presentation. When she was talking about
her plan, the reporters had clearly heard all of this before and found it completely
uninteresting. They were talking to each other, passing notes around.

But as soon as she made a brief attack on the �epublicans, there was a physiologi-
cal reaction, this surge of adrenaline, all around me. The pens moved. The reporters
arched forward. They wrote everything down rapidly. As soon as this part was over,
they clearly weren’t paying attention any more. They were writing on their laptops as
they began constructing the story of how the First Lady had attacked her opponents.
( Jamieson quoted in Fallows, 1996, p. 224)

The speedup in reporting and the concentration on conflict reinforce the tendency toward
pack journalism. If there is no time for adequate fact-checking, if reporters go out on a
limb and are caught in a major error, they fear ridicule. But if they check with their col-
leagues in a similar situation to see what the collective spin of the hour is, they are safe.
“Following the story” increasingly means talking to fellow journalists or fellow celebrities,
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with a side glance at the day’s public opinion polls. This helps to explain the accelerated
swings in press moods: the uniform fawning over rising underdogs (like Jerry Brown, Paul
Tsongas, �oss Perot, Jimmy Carter, John McCain), followed quickly by the uniform feed-
ing frenzy as the underdog becomes a top dog, bringing down the same candidates they
raised up. What I have come to think of as “belly-button journalism” is part of this speedy,
self-referential, pack journalism. It is as though each member of the press corps gazes at his
or her navel and sees the world—and all the navels look alike.36

Country-Specific Regulation, Control, and Financing

So far I have concentrated on the United States as the case where the ascendance of the
media in politics and culture is most extreme and where the countervailing forces are weak-
est. The third explanation of media content—as powerful as the occupational culture ar-
gument—focuses on national variations in public financing and regulation of the media.
Here we find substantial variation with a recent shift toward the American model. By the
time that all the American trends I have discussed were clearly evident, say the late 1970s,
the U.S. stood alone in its intense degree of commercial competition, the long hours of
broadcast time, its almost total dependence on advertising for revenue, the small budget and
audience for public television and radio, the least educational-cultural content, the freedom
of the media to deny access to the public airwaves, and the almost total lack of regulation
of the media’s role in election campaigns.37 Those Americans who see every effort to con-
trol the media as a threat to the sacred First Amendment rights of the large corporate own-
ers of the media and the preservation of democracy must confront the prevalence of strong
regulations of the media in almost every lively democracy in the world. An overview of
media regulation of 11 of our 19 democracies appears in table 3.2.

�egarding broadcast hours in this period, the national networks of Europe, both public
and commercial, typically sign off at 11 or midnight; only the U.S. goes nonstop. Of 14
countries in a study of political advertising (Kaid and Holtz-Bacha, 1995), 10 either bar or
strictly limit paid political commercials during election campaigns. The clear exception is
the United States. The partial exceptions are Finland, which since 1990 has permitted paid
ads but restricts their content—no attacks against individuals, no product ads in political
ads; Italy, which since 1994 has banned paid ads in the month before elections; and the
Netherlands, which does not prohibit paid political ads but publicly subsidizes them and
gives parties free time for issue broadcasts year-round. Instead of being forced to buy ac-
cess to the media, political parties in at least seven of these countries get free airtime from
public funding for sustained presentation of their party platforms. There are minor varia-
tions in the formula for free broadcast time: Denmark and the Netherlands provide equal
time for all parties; the UK provides equal time for two main parties and allocates time to
minor parties according to other criteria; Germany, Israel, and France allocate free time ac-
cording to the party’s percentage of votes or seats.

Two countries with sharp contrasts in social-political context and very different broad-
casting systems illustrate that a long history of public control shapes politics and culture in
two ways that ensure access for diverse interests, even after substantial privatization. The
Netherlands perhaps represents the extreme of a decentralized and wide-open system with
the greatest cultural diversity; France is perhaps the extreme of central public control. They
both evidence typical blends of centralization and decentralization.38 Before 1984, French
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broadcasting was totally owned and programmed by government institutions. Tradition ac-
cented cultural and public-service content. This public-service model also reflected parti-
san politics. Incumbent governments tended to use broadcast power to enhance their own
positions. The trade-off seemed to be cultural uplift at the cost of some politicization. In
the 1970s, there was a small move toward privatization; two TV companies, TF1 and A2,
brought in commercial advertising, no longer depending on license fees set by the gov-
ernment for most revenue. Government still made appointments to key posts in stations
and companies. In the 1980s, the Mitterrand government attempted to deregulate and de-
centralize broadcasting but in a typically centralized, controlled way—with continued re-
strictions to promote French cultural and public-service programs. The government also
retained power to regulate print communication and assure the equal treatment of candi-
dates in elections through regulatory commissions. France not only bans paid political ads
and gives parties much free time; it also regulates political spots (5 or 15 minutes each party,
depending on number of candidates) and the content of political messages (no gimmicks—
candidates cannot show films or conduct interviews in the street, candidate must speak
without stage props). Guidelines for the 1988 election included a prohibition on using
archival information in broadcasts without permission from the candidates involved—
obviously a chill on negative, personal campaign talk; candidates could use allocated airtime
any way they wished to discuss issues, but they could not introduce surprises just before
elections. In short, despite the major shift toward commercialization, a heavy public-
interest presence is maintained.

�eflecting Dutch verzuilling, centralized consensual bargaining among confessional-
political blocs, the Netherlands’ broadcasting system throughout its history has allocated
radio and television time to voluntary associations with clear allegiance to one or another
major bloc. At first there were four: the Catholic church, the established Protestant de-
nomination, the Socialist Party, and nonideological (in practice politically liberal). Time is
allocated on the basis of number of members in the associations. In addition, NOS, a pub-
lic foundation with about 20% of airtime, serves needs not likely to be met by the other
organizations, such as minority programming, almost all regular impartial news, and many
documentaries. After the legislation of 1967 – 69 and 1987, the system was further opened
up: three new bodies have entered since 1967—an Evangelical group, another general tele-
vision provider, and one oriented to youth and popular culture. In the words of the 1987
law, broadcasting associations must represent “some clearly-stated societal, cultural, religious,
or philosophical stream” and create programming that will both satisfy those special needs
and increase diversity of the system. In the mid-1990s, nine main associations shared three
channels. Each association was required to provide a full range of programming to ensure
a balance in system content over the week or day. To add to diversity there is now access
for about 30 small broadcasters’ associations—religious, cultural, and humanistic—plus po-
litical parties.

The system is overwhelmingly noncommercial; since 1967 there has been an element
of funding from strictly regulated advertising. Advertising accounts for more than a third
of the public broadcasting budget and is administered by a public foundation. It is bunched
at certain times, forbidden on Sundays, strictly controlled to protect consumers, and sharply
separated from program content.39 A broadcasting association must have broadcasting as its
chief aim and is barred from making profits for third parties.
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A large component of educational-cultural content in the public interest is assured in
several ways by the requirement that every broadcaster give a significant share of its time
to such programs, monitored by the NOS research department; by a separate educational
broadcasting foundation which must devote at least 20% of its programming to culture; and
by minimum percentage shares for information and education set by the Ministry of
Health, Welfare, and Culture and applied to every broadcasting association.

�egarding politics, a total of 15% of all airtime is reserved for political parties, each of
which receives an equal allocation of airtime in both election campaigns and between elec-
tions. Campaign advertising takes the form of regulated free time: for example, during the
three to four weeks before the election of 1989, each party—and there are many—was al-
lowed two minutes twice and five minutes three times.

In short, the broadcast system of the Netherlands combines extraordinary openness, di-
versity, and interest group autonomy (what one might label decentralization) with a cen-
tralized government and quasi-public social institutions to set the framework, monitor the
whole, and assure equal access and public-interest content (what one might call centraliza-
tion). When the Netherlands and France made a shift toward commercial broadcasting,
they retained a substantial public-interest presence, each in its own way. �elative to their
own public broadcasting past, the presence has diminished; compared to the United States,
it is very heavy indeed.

The most important determinant of media content is the amount and kind of funding
for public broadcast networks and the percentage of total audience these networks attract.
For instance, in 1996 the BBC attracted 44% of the average weekly television audience
(Tunstall, 1997, p. 258). In Japan, in November 1990, although all private channels together
had more of the average weekday audience than the public network (each had 7 – 12% and
together, 63%), no one channel exceeded the public network NHK (General and Educa-
tional), which had 37%.40 Table 3.2 shows that in 1997, except for the U.S. and Belgium,
the public television audience share ranged between one-third and two-thirds of the total
television audience. In the 1990s Belgium joined the U.S. because of rapid privatization of
public broadcasting.

Among our 19 rich democracies, the financing of public television broadcasting networks
is typically from a license fee on TV sets—usually less than $100 per year—or some varia-
tion of it. In the mid-1980s, Japan, Belgium, the UK, Denmark, and Sweden relied exclu-
sively on a license fee to fund public television. France, West Germany, Italy, and the Nether-
lands relied both on a license fee and advertising revenue; Australia on government general
revenues. Only the U.S. starves its public broadcasting network and relies on periodic beg-
ging by the affiliated stations, yielding uncertain contributions. In fact, federal tax dollars in
1995 comprised only 14% of public broadcasting revenues in the United States, although that
figure is more than 50% for a few smaller affiliates (Wall Street Journal, Feb. 22, 1995).41 This
small and unstable financial base makes public broadcasting vulnerable to big cuts. There were
repeated efforts by the �epublican Congresses of 1994 – 2000 to wipe it out entirely, on be-
half of the free market. One charge is that it is elitist; House Speaker Gingrich called the Cor-
poration for Public Broadcasting a “little sandbox for the rich.” Although it is true that there
is a modest income/education gradient in public TV viewership, the numbers by education
are surprisingly similar to the educational distribution of U.S. households. For instance, in
1995, about a quarter of the public TV audience were college graduates; they were 22.3% of
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the U.S. population; high-school graduates were about one-third of both viewers and the
population; those with less than high school were 20% of the viewers, 22% of the popula-
tion. The biggest segment of the two million households that watched PBS’s opera, �ichard
Strauss’s “Elektra,” December 1994, was those earning $20,000 to $40,000, making up 39%
of the audience. (Nielson ratings reported by ibid.) As other democracies have discovered,
with a little effort and sustained financing, modern citizens can be attracted to something bet-
ter than formulaic sitcoms and attack-dog “news magazines.”

Strong financing for public broadcasting combined with the typical media regulations
of other advanced democracies (provision of free time for campaigns with prohibition or
limits on political commercials, etc.), as well as shorter election campaigns, buys a large 
public-interest presence in the media. Comparison of programming in the United States
and abroad suggests that this combination assures, first, more substantive content, more em-
phasis on parties and issues in politics, and certainly more room for candidates to speak for
themselves; and, second, more educational-cultural content and a somewhat higher quality
in drama, news, talk shows, even comedy.42

The history of BBC also suggests that when commercial competition comes into play,
Gresham’s law of media currency, the American media’s race to the bottom, is not in-
evitable. A strong public network sets something of a standard—partly through the export
of personnel possessing a public-interest outlook to the private sector and partly because
of an audience trained to somewhat more sophisticated tastes. (Katz, 1977; Kuhn and
Wheeler, 1994; Tusa, 1994; Garnham, 1994; Seaton, 1994; Wheldon, 1976; The Economist,
July 9, 1994, pp. 14 – 15.) From the outset the BBC was headed by men of missionary zeal
whose main aim was to lift the cultural-political level of Great Britain (Briggs, 1985). To
this day that public-service ethos prevails, even though the technological, economic, and
political pressures of the Thatcher years and after have been severe. Combine a large, steady
license-fee income with a mission to set standards high, and programming will follow.
Thus, in the U.S. there is a continual demand for material seven days a week, year-round.
In contrast, the BBC takes a different approach to writing. It recruits top contemporary
playwrights, historians, economists, scholars, and scientists and assumes that no one indi-
vidual or team can churn out 52 to 365 episodes a year of anything without a great sacri-
fice in quality. Instead, the BBC gives its writers time and autonomy to write one or a few
programs per year or so. The range of content on British television is therefore broader
and the quality higher than the program content of American networks. This leaves aside
the explicitly educational programs of public television, directed mainly but not exclusively
to children and schools.43

In countries that shift substantial resources away from public broadcasting networks,
however, commercialization, when combined with a vacuum of power created by dealign-
ment of parties, can be filled by media-driven politics (see chap. 11). Italy provides an ex-
treme example of exactly such a pattern. Italy also suggests that the emergence of broad-
cast media celebrities as politicians is not confined to the U.S.44 In the national election of
1994, wealthy media magnate Silvio Berlusconi orchestrated an improvised political move-
ment, Forza Italia (“Go Italy”), in which the broadcast media were dominant. Political ob-
servers said it came out of nowhere. Only two months after it was founded, Forza Italia
scored first in the popular vote, with Berlusconi named prime minister. How did this hap-
pen? Berlusconi owned three national commercial networks as well as the leading soccer
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team (AC Milan) and an advertising agency that controls 60% of all TV commercials in
Italy. Well before the election he had become a celebrity. His popularity increased when
he loaded up his programming with housewives’ favorite soap operas. In the election, he
ran an American-style campaign, a media blitzkrieg guided by polls and consultants—ads,
staged press conferences, media events, speeches—all shown at length on his television sta-
tions. (His campaign publicity manager formerly worked for Saatchi and Saatchi, famous
for designing Mrs. Thatcher’s image.) The campaign celebrated patriotism and the Italian
nation, promised a new economic miracle, personalized politics, and attacked the Com-
munist menace. Berlusconi also attacked the undue harshness and political bias of the pros-
ecuting magistrates dealing with corruption. (Berlusconi himself managed to get a notori-
ous law passed to allow his holding company, Finivest, to retain all three of his private
channels.) One Italian observer, contemplating the power of media and money in this elec-
tion, asked me, “If Clinton with his TV skills had also owned ABC, CBS, and NBC as
well as the Dallas Cowboys . . . had long and favorable TV exposure, and incidentally had
Perot’s personal fortune to spend, wouldn’t he have received more than 43 percent of the
popular vote?” Berlusconi did not come out of nowhere; he came out of commercial tele-
vision with no restriction on content and spending. By custom, the �AI, the public broad-
cast network, assured some pluralism by dividing time and control among the main polit-
ical parties, although this partisanship declined in the 1990s. But there are virtually no
controls on the more dominant commercial networks.

One could argue that in the Italian case a politicized public broadcasting system did not
serve the public interest very well; it merely provided three versions of reality—Catholic,
Socialist, and Communist. In this view, when in the late 1980s commercial competition
was introduced, the network news departments were freer of party control and could there-
fore help to expose the political corruption and sweep away an entire political elite. The
lesson for cross-national comparisons is that under conditions of party dealignment and
deep system corruption (real as in Italy, not a product of creative journalism), commercial
competition can counterbalance a party-controlled public network and expose politicians
who abuse the public trust. But where corruption is minimal, as in almost all of our rich
democracies, commercial media tend toward attack-dog journalism and indiscriminate scan-
dalmongering.45 In any case, even in Italy the move from the monopoly of �AI, with its
diversified party-dominated news, to the dominance of Berlusconi, king of commercial
television, is a mixed blessing.

Are the Media Becoming American?

The most popular show on television in many European and even African countries is Dal-
las. Although American public television is paltry, the one well-financed, high-quality chil-
dren’s series with substantial support and long life, Sesame Street, is the most watched pro-
gram in the world. In coverage of readers, AP (Associated Press) and UPI (United Press
International) lead all news services; Britain’s �euters Financial News and France’s Agence
France-Presse are third and fourth. Anglo-American pop music and CNN are everywhere.
(CNN International is received in 150 million homes worldwide plus 80 million in the
U.S.) In fact, American mass media products—film, television programs, news services,
magazines, tapes, CDs—are a leading source of export surplus (exports minus imports), even
exceeding agriculture (U.S. Department of Commerce, 1997, pp. 71 – 74). A major reason
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for U.S. success in selling media products abroad is that in technological innovation, com-
mercial organization, and financing, the U.S. got there first—first in a mass radio audience,
first in a mass television audience. Many decades of recruitment and training of writers, ed-
itors, producers, performers, and audience researchers gave the U.S. a competitive advan-
tage in equipment, mass appeal, production technique, and promotion. With a heavy in-
vestment in industry infrastructure already accomplished, and a large, profitable domestic
mass audience, American commercial media could sell their products cheaply as reruns
abroad.

Similarly, what used to be a flourishing film industry in Europe with European direc-
tors and audiences has been replaced by American movies produced and distributed by
Hollywood studios. This was facilitated not only by American economies of scale and
financing, but by the construction of American-owned multiplex cinemas abroad. Amer-
ican films now dominate every hit list in almost every European country. Only France is
the exception: domestically produced films, with large subsidies from the tax-financed Cen-
tre National de la Cinématographie, still account for more than a third of the French mar-
ket (The Economist, Feb. 5, 1994, p. 89). Elsewhere, U.S. products are dominant, with 60%
of world box office receipts.46

It is easy to exaggerate the penetration of American media abroad. Political and cultural
elites of most modern democracies resist the onslaught of U.S. pop culture in all its forms.
Led by the Minister of Canadian Heritage, an international conference met in 1997 in Ot-
tawa. There, two dozen culture ministers from four continents pondered ways to offset
what they view as American cultural degradation and to preserve their national cultures.
Many countries try with modest success to require a portion of domestic content in the
media; they have also increased funding for national cultural industries (Wall Street Journal,
Sept. 24, 1998). They have been more successful in resisting American television and radio
than Hollywood films. For instance, of TV programs from foreign commercial sources as
a percentage of total program hours in the late 1980s the penetration was only 9% in
France, 10% in Japan, 13% in Italy, 24% in Germany. (It was, however, 55% in Israel.) In
fact, according to an Economist survey of television (Feb. 12, 1994, p. 12), “the biggest slice
of European air-time ever filled by American [TV] programmes was 28 percent in 1987;
it has been falling ever since.” Further, in the Netherlands and Belgium, as we have seen,
television hours are allocated according to the membership of confessional-political blocs;
those groups are very resistant to imports from the U.S. Finally, television news, whether
commercial or public, and even if it originates from an international news service, tends to
be domesticated, with the national bias, if any, clearly evident (Cohen and �oeh, 1992,
pp. 26 – 29).

The more significant penetration of the U.S. model is the shift in the past 10 or 20 years
toward privatization. The recent commercialization of large segments of broadcasting in
several countries, especially Belgium and France; the decline of license-fee revenue; the in-
crease in cross-national access that comes with the new cable and satellite technology and
multichannel expansion—all of these reduce national differences in content. The cultural
mission, assurance, and pride of public broadcasting authorities in Europe are slowly fad-
ing; the prestige newspapers are in some measure aping the tabloids. The media are indeed
becoming American. (Cf. Tunstall, 1977; Etzioni-Halevy, 1987; Blumler, 1992; and Patter-
son, 1998, pp. 62 – 65.)47
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In sum: Despite a slow drift toward the American model, substantial national differences
in media content and effects remain. If for no other reason, the variation in social and po-
litical structures I have described in this chapter ensure persistent variation in media in-
fluence in politics and culture.Yet the direction of change is no doubt toward the com-
mercialization of parts of the broadcast spectrum and the concomitant development of
American style and content, whatever the more tentative convergence in media impact.

Will New Information Technology Change Media Content and Impact?

Because this area is filled with pure speculation based on almost no systematic compar-
isons, I can be brief and offer my own speculations. The central notion is that the prolif-
eration of electronic devices—“direct-broadcast satellites, personal computers, digital,
high-definition, and interactive television, videotex, and teletext, electronic mail, and high-
speed computer networks, as well as a variety of enhanced services for an expanding dig-
ital telephone network” (Neuman, 1991, pp. ix-x)—will enhance consumer choice, di-
versify media content, and somehow improve the quality of communication in politics
and upgrade educational-cultural content. There is even a claim that “chatrooms,” “news-
groups,” and “message-board postings” on the Internet are generating a new community,
as strangers with common specialized interests come together in cyberspace and acquire
new attachments. Or that the new technology will facilitate electronic tabulation of the
opinions of mass audiences, thereby restoring New England–style town meetings or pro-
ducing a “global village.” The new participatory patterns, it is said, will strengthen both
democracy and community.

We should greet this dream of a technological utopia with intense skepticism. First, the
history of the social impact of inventions almost always belies the predictions made when
they were introduced. The telephone, said the prophets celebrating the new invention,
would bring peace on Earth, eliminate Southern accents, break down class barriers, make
Americans a truly united people. It would let people dial up symphonies; novels, orches-
tras, and movie theaters would vanish. H. G. Wells predicted that the telephone would help
eliminate the (mild) traffic congestion of his day by pulling people out of cities. (Marvin,
1988, pp. 63 – 108; Fischer, 1992, pp. 60 – 72, 157 – 165.) Similarly, in the early days of the
automobile—and even now, with the promotional celebration of autos on television—the
car was seen as a revolutionary force for personal freedom and choice. Unanticipated was
a two-hour commute in traffic jams, the enormous cost of the network of roads, highways,
gas stations, and garages necessary to make autos useful, the eating up of urban land for
parking space and roads, with the concomitant inflation of urban housing costs, and then
the speedup in the deconcentration of population, leaving urban centers with a declining
tax base, mounting needs for services, and deteriorating infrastructure (Wilensky, 1965,
p. xxiii; �ochlin, 1997, p. 48). I leave aside the cost of slaughter on the highways. In the
U.S., and to a much lesser extent elsewhere, the ascendance of the automobile in public
policy and media imagery meant the diversion of funds away from efficient rapid transit
and railway systems.

A second reason for skepticism about the claims of technological enthusiasts is that the
culture and society within which new technology is embedded mightily shape its uses.
Thus, we should expect strong trends already apparent in the countries I have discussed to
continue or accelerate. In the U.S., there are several ways in which new information tech-
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nology is likely to reinforce what I have outlined as changes in media content and effects
over the past half century. Have the media come increasingly under concentrated com-
mercial ownership and control? Expect more of the same. In theory, the Internet model
was a free market in information, dominated by nobody. In fact, by 1999 America Online,
a commercial gateway to the Internet with 15 million subscribers, had more subscribers
than the next 15 largest Internet service providers combined (New York Times, Jan. 31,
1999). AOL was on the way to dominating its market the way Microsoft’s system pro-
grammers dominated their market. Are FCC regulations of broadcasting in the public in-
terest minimal or ineffective? The Telecommunications Act of 1996 grants on-line servers
“common carrier” status, like that of a telephone company, with no responsibility for in-
formation itself, even if it is libelous—in other words, even less regulation than that for
broadcasting. Have the separate media been merging not only in ownership but in content
and style? �ecent information technology will accelerate this trend. When print media are
delivered to the home through broadcast, wire, or magnetic recording, the distinction
among newspapers, magazines, newsletters, and even books, on the one hand, and broad-
cast programming and advertising, on the other, become blurred (Neuman, 1991, p. 72).
Have the American media become increasingly competitive, frantic, negative, sensational,
aggressively interpretive, afactual, and anti-institutional? The Internet speeds up the circu-
lation of rumors, malicious gossip, and scandals as well as populist protest against authority.
The broadcast and print journalists who attend to it, already in a state of information over-
load, find themselves drowning in bits of Internet information of indiscriminate origin and
reliability. Although Walter Winchell was an attack dog on the radio of the 1930s, he could
not come close to the negative influence of Matthew Drudge on the Internet today; main-
stream newspapers pay attention to Drudge’s allegations while their counterparts of the past
ignored Winchell’s gossip.

Is the speedy obsolescence of products characteristic of the affluent society? The new
information technology is almost a parody of this trend. From international transfers to su-
permarket checkouts, from spacecraft controls to auto engines, from the home computer
to the most powerful mainframe, we are as heavily dependent on the continued use of this
technology as we are on the telephone and the automobile. That means dependence on
hardware and software producers and their thrust for very speedy obsolescence. It means
heavy service, administrative, and management costs to keep it going and changing. For the
individual on-line it means mounting time absorbed by user-unfriendly devices and system
incompatibilities, by hanging on the phone plowing through a maze of electronic menus
that often lead nowhere, by the recurrent learning curves that in a more sensible environ-
ment would occur once in several years but now are demanded almost nonstop as new soft-
ware comes bundled with every new PC, and as security problems multiply.

Then there is the question of what all this instant access to information means for the
wisdom, judgment, and thought that foster good policy decisions in the economy and
polity—or good reporting in the media. In his analysis of the unanticipated consequences
of computerization, Gene �ochlin (1997) suggests the likely secondary effects of most sig-
nificance, especially those rooted in the interactive reconstruction of organizational forms
and social life and from changes in heavy users’ mentality. “Decentralization,” “empower-
ment,” “choice,” and “autonomy” are the catchphrases of the technological enthusiasts.
And, indeed, among the most information-dependent sectors, what was once a hierarchi-
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cal workplace governed by formal rules now looks flatter and appears to be more flexible
and participatory. No doubt the professional model—where the authority of expertise is
more important than rank, the model that spread to the more technology-based organiza-
tions during and after World War II—is enhanced by the new information technology
(Wilensky 1964b, 1967a, pp. 173 – 191). Highly trained individuals in computerized work-
places are no doubt given a bit more flexibility and autonomy (and a lot more money).
But as we have seen (chap. 1), these high-tech employees and entrepreneurs constitute a
small percentage of the modern labor force. Further, as �ochlin shows (1997, pp. 8 – 9, 43,
47 – 48), behind all the decentralized empowerment is a new managerial elite with control
of information and communication networks; they exercise authority as rigorous and de-
manding as executives in the traditional, more visible hierarchy. For these complex networks
encourage top managers to try to monitor their subordinates’ performance more frequently
and closely. The new information managers constantly seek to tighten linkages between
different parts of complex organizations (eliminate “loose coupling”), reduce slack, and cut
response time. The reporting and maintenance requirements and the frequent changes of
these systems often increase everyone’s workload.

More important than these organizational and occupational shifts, which were evident
before the rapid spread of computers, is the possible transformation of modes of thinking.
As operations are increasingly computerized in networks of increasing complexity, there is
a strong potential for the loss of experiential knowledge or common wisdom. As �ochlin
suggests, “in personal life, in business, in markets, and the military”—and he might add, the
media—there is “the substitution of data scanning for information-gathering, of rules and
procedures for learning, and of models and calculation for judgment and expertise. In short,
the replacement of art with artifice” (p. xiii; cf. Wilensky, 1967a, pp. 180 – 191). Proper re-
spect for the GIGO principle (Garbage In, Garbage Out) is eroding.48

An example of this shift in styles of information gathering and processing is the mod-
ern university research library. Computerized catalogs and their associated powerful search
and retrieval tools are supposed to be user-empowering. Indeed, for some of the material
in this book, I have worked in my home office, linking up via the Internet with libraries
and colleagues in Berkeley and abroad.Yet I frequently found that the standardization of
process and procedure imposed by the library technologists was a frustrating barrier to the
kind of scholarly work I did before computerization. (This is not a product of my Lud-
dite prejudices, for I was blessed with excellent research assistants, some of whom had been
computer literate since the age of six. I should also add that my personal library of about
5,000 books burned up in the Berkeley/Oakland firestorm of 1991 so I became especially
dependent on the new computerized library.) The organization of the material on the In-
ternet was often opaque, compared with the old card catalog. Most important, perhaps a
third of the books I wanted had been the victims of a library computer program that au-
tomatically sends those books not recently checked out to storage in a remote warehouse,
a decision rule that makes the library less and less useful for most scholars in the humani-
ties and history. Academics are supposed to adapt their work to the possibilities of com-
puter programs and their search rules.49

This development reinforces the long-standing cult of “the new” in the U.S.—especially
prominent in the mass media but now spreading to college students and some faculty. This
is the conviction that if an event did not happen yesterday or today, if a book or article was
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not written within the last 5 or 10 years, it is not worth attention. Now we are bombarded
with propaganda about the latest software upgrade, the newest hardware, the newest way of
interconnecting separate networks. And like the person who answers “It’s there” when
asked “Why do you want to climb that mountain?” journalists and academics alike tend to
embrace the cult of the new because Lexis-Nexis or similar search engines are there. The
self-referential journalism I described earlier has no doubt been reinforced by this mar-
velous new technology. Instantly searching through back issues of newspapers for what
politicians are supposed to have said or journalists have written, searching the Internet for
the very latest lead, reinforces editorial spin and helps perpetrate both plain errors and ru-
mors of scandals. When Matt Drudge markets exclusive news stories on the Internet, many
of them fabricated, many journalists will fail to access the Drudge �eport at their peril.50

The availability of these efficient search engines also encourages the endless repetition of
the most damaging snippets in the biographies of celebrities. Think of the coverage of the
“lies” of President �oosevelt versus the “lies” of President Bush. When FD� was running
for office in 1932, he promised to balance the budget and attacked Hoover as a big spender.
The promise quickly faded from press coverage and campaign memory. Nor was it aired
in his 1936 reelection. When President Bush promised “no new taxes,” a computer search
through the film files could retrieve a sound bite for television, relentlessly replayed
throughout the campaign of 1992.

Finally, there is reason to question claims that the new information technology will greatly
enhance consumer choice, promote diversity of mass media content, restore community, and
increase the vitality of participation, thereby strengthening pluralist democracy. The poten-
tial for “choice” and “diversity” of content is certainly remarkable. As W. �ussell Neuman
suggests, in theory we can have a “single, high capacity, digital network of networks that will
bridge what we know as the separate domains of computing, telephony, broadcasting, mo-
tion pictures, and publishing” (1991, p. x). Sitting at a console at home, everyone, in theory,
will tap into a worldwide cafeteria of products, services, programs in every genre, political
information of every kind. Even now, on the Internet, the individual surfer can find people
with common interests and beliefs—from creators of bombs to men with prostate cancer—
and shop for all those highly advertised products. But the counterforces to this technologi-
cal push for diversity are, I think, overwhelming, both in production of content and the 
consumer-audience absorption of content. And the national variations I have outlined will
likely persist, at least in the medium term.

�egarding production, we see vertical integration of every form of mass communica-
tion and entertainment—global media mergers like Disney and ABC/Cap Cities in 1996
and joint ventures like AT&T and Time Warner in 1999, leading to the concentration of
control (�ochlin, 1997; Neuman, 1991; Bagdikian, 1997). Media titans will continue to
contest the territory. But insofar as there is no countervailing power to commercial pro-
motion, including a strong public broadcasting network and regulatory regime, there will
be little incentive for any of the big corporate actors to serve the public interest in diver-
sified quality or equality of access, and even less incentive to upgrade the cultural-
educational content. The political economy of commercial communication systems will
prevail with their advertising agendas and economies of scale in print, in broadcast, and on
the Internet and its cousins. So we are back to where we started in explaining media con-
tent: the occupational and organizational contingencies of commercial media and country-
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specific financing and regulation will shape performance of the new media as they have
shaped the “old” of the past three decades.

�egarding consumption, it is clear from my discussion of the interpenetration of brow lev-
els and the shift toward the talk-show model among broadcast media and print media alike,
that the mass media, left to their own devices, move toward a standardization of content.
Along with education systems, especially K– 12, they train audiences toward homogeneous
tastes, not at the lowest common denominator where illiteracy and low income prevents much
consumption, but a little above that. Media audience researchers have shown that “subcul-
tural programming” would embrace serious political analysis and high-quality cultural-
educational material for large audiences only if the system as a whole—schools, the prestige
newspapers and magazines, the large broadcast networks—exposed masses to such material
over the long run of decades. The trend, as we have seen, is in the opposite direction.

Will the new technology serve as new channels for social and political participation? Tak-
ing the Internet as the epitome of the new possibilities, not much is known about who par-
ticipates in what chatrooms, message boards, or newsgroups on the Internet with what effect
on politics or culture. The hope of the revitalization of “community” and civic engagement,
however, appears to be an illusion. There is the nontrivial matter of the unequal distribu-
tion of income, motivation, and the quality of education necessary to use the new technol-
ogy, a barrier to mass use which is likely to persist for a long time. But suppose everyone
goes down the Information Highway. If Internet users can narrowly tailor the information
they receive and confine their cyberspace “conversations” only to those who share their in-
terests and beliefs, it is hard to see how they can connect with the larger community and
society. An already fragmented and decentralized political economy (see chap. 2) can with
Internet use become still more balkanized. Further, if the issue is overcoming tendencies to-
ward political polarization (chap. 11), it is unlikely that a medium without even the porous
gatekeepers of print and broadcast media can restore civility in political discourse or pro-
mote accommodation of clashing interests and values. As David Shaw (1997) suggests, the
Internet provides worldwide access to fringe groups who otherwise would reach only tiny
audiences or be constrained in their invective; such groups can now make a larger public
still more vulnerable to rumor, nonsense, and scandalmongering.51

Or, if the problem is party decline, none of the above would seem to reverse that trend.
In fact, a study of U.S. Senate campaigning on the Web suggests that it will further
strengthen the already well-developed trend toward individualized campaigns (see chap. 11).
The party affiliation of candidates is seldom mentioned on their Web sites and sometimes
is not mentioned at all. Candidate “issue platforms” are highly individualized (Klotz, 1997).
Although there may be some gain in a more positive spin and a more equal playing field
than that provided by media ads, the likely net effect is a further erosion of political parties.

�egarding the new media as new channels for meaningful participation, we have a hint
of the real effects from the first systematic, longitudinal study of Internet users. The
Carnegie Mellon study (Krauft et al., 1998) tracked 169 individuals in the Pittsburgh area
selected from four schools and community groups. The participants kept a record of their
time using the computer network at home. Half were followed for two years, the other half
for one year. Most of their Internet use was interactive—e-mail exchanges, chatrooms, or
bulletin board postings as compared with reading or videos. The study measured their
interaction with kin and friends, and their psychological well-being according to two scales,
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one of depression, the other of lonely feelings. To examine possible self-selection effects,
the researchers compared the nonusers, medium users, and high users. Subjects who were
lonelier, less socially engaged, or more depressed at the start of the study were no more
drawn to the Internet than the happier and more participating subjects. To the surprise of
the researchers,52 the more the respondents used the Internet—even a few hours a week
on-line—the more they experienced high levels of depression and loneliness. An even
stronger impact was evident in their social life; Internet use lessened their interaction with
their families and friends. Even one hour a week led on average to a loss of 2.7 members
of their social circle (which averaged 66 people). In other words, disembodied “relation-
ships” in the vacuum of cyberspace were isolating and bad for one’s mental health. Many
hours of Internet use—the epitome of the new interactive technology—is no different in
its effects from the absorption of large doses of commercial television. The only “social
participation,” the only “community” that comes from both is the pseudogemeinschaft of
the mass society. Again, the new technology reinforces and perhaps accelerates the trends
I have discussed in this chapter.

Summary and Conclusion

Mass-society theory is useful for describing social and political trends in the more-
decentralized and fragmented political economies, the least-consensual democracies. Al-
though there may be a slow convergence in mass media behavior and impact toward the
American commercial model, national differences in the amount and kinds of social par-
ticipation and the strength of civic engagement make a big difference in the power of the
media. In assessing data on the nature of social participation—ties to kin, friend, and neigh-
borhood, ties to mediating associations such as churches, unions, workers’ councils, and po-
litical parties—I showed that for the questions posed by mass-society theorists, the types of
associations are critical. Although there are indicators of a century’s decline in the strength
of ties to primary groups, they are least important as a structural base for social consensus
and democracy. Most important are those relatively stable political parties, established
churches, and unions with a broad, heterogeneous mass base; they are great mixers of age
grades, genders, ethnic groups, occupations, and social classes. Cross-national comparison
shows that corporatist democracies have an edge over the more-decentralized and frag-
mented democracies in the number, density, inclusiveness, and strength of such associations.
It also shows that they function to bring people into the larger community and nation and
foster meaningful participation in politics. The pattern characterizing the majority of U.S.
households—family-neighborhood localism (often including some affiliation with local
churches)—cannot serve as a source of civic engagement unless it is meshed with these
broad-based mediating associations.

I have concentrated on the United States because it highlights both similarities and dif-
ferences in the vulnerability of modern democracies to mass-society tendencies. Some kinds
of social and political participation in the U.S. are quite lively, especially in local ethnic, re-
ligious, and racial groups and service clubs. However, with the decline of participation in
political parties, unions, broad-based churches and communitywide neighborhood associa-
tions, with the increasingly superficial quality of such participation where it occurs, the pat-
tern does not function to develop ties to community and society. Most important, the
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balkanization of much of American life creates a vacuum of power into which the mass
media, in symbiotic relationship to the more parochial interest groups, pour.

Thus, in only a generation or two, the United States has become an extreme case of the
rising influence of the media of mass communication and entertainment. Minimal effects
theories that accent self-selection of exposure or predispositions formed in social groups
that insulate individuals and their families from direct media influence miss the main story.
Substantial segments of the audience in fact expose themselves to uncongenial communi-
cation. Where the issue is technical, abstract, or distant—an increasing proportion of the
agenda—neither local groups nor larger associations provide a guide and people rely on the
media. Where there is sustained saturation coverage of an alleged crisis, scandal, or crime,
the media reach large heterogeneous audiences and have substantial impact, especially
among the apathetic or inadvertent viewers or readers.

More important limitations on minimal effects theories are three themes in this chap-
ter: First, if offsets to media power are mediating groups and subcultures, then we must
attend to national variations in the vitality of these groups and the nature of participa-
tion in them; this chapter shows great variation over time and across countries in these
receiving structures. Second, the long-run cumulative exposure to all the media has a
large and increasing effect; the media contribute to subtle shifts in values and beliefs.
Third, cultural elites who could set high standards for media content, increasingly aban-
don the attempt. These trends open the way for the direct reach of print and broadcast
media.

Over the past 30 or so years, the American commercial media have become increas-
ingly competitive, frantic, sensational, negative, afactual, aggressively interpretive, and anti-
institutional. They have created or escalated continual scandals, undifferentiated crises,
and public cynicism about politics. They are increasingly important in setting the pub-
lic agenda.

There are some differences in the content and effect of different media. Which of the
media are most negative, least substantive, and most heavily focused on scandals and crises?
�adio and now the Internet top the list, television is a close second, with the print media
(especially the prestige newspapers and magazines) pulling up last. These differences are di-
minishing, however, with the massive interpenetration of the media, and as broadcast talk
shows—with their inflammatory rhetoric, their “gotcha” journalism—emerged as the dom-
inant model for all. The tabloidization of the leading newspapers is the most dramatic il-
lustration. This trend is paralleled by the interpenetration of “brow” levels as the con-
sumption habits of both mass audiences and educated elites shifted from print toward
electronic media, and their program tastes gradually converged. Both the ascendance of the
broadcast media and the shift in style and content toward the talk-show model imply a less-
informed electorate and a decline in high culture. The erosion of elite standards is at the
root of these trends.

In explaining media content and style, I found one theory very limited and two per-
suasive. It is not big business domination of either society or the media that explains the
shift toward negative, attack-dog, pack journalism, infotainment, and scandalmongering. It
is instead the organizational and occupational requirements of commercial media and the
absence of a strong, well-financed, standard-setting public broadcasting network.

Wilensky_CH03  3/14/02  1:47 PM  Page 176



Mass Society, Participation, and the Mass Media

177

Cross-national comparison pins this down. Democracies that combine strong financing
for public broadcasting, usually from a tax on households using television sets, media reg-
ulations that prohibit or limit political commercials and assure free access for political par-
ties and/or candidates during campaigns, and in other ways assure cultural and political di-
versity in broadcasting year-round—these public policies permit them to avoid the worst
pathologies of American media. A strong public broadcasting presence means more sub-
stantive content, more emphasis on parties and policy issues in politics, more educational-
cultural programs, and somewhat higher general quality. The United States is the only rich
democracy that forces candidates and parties to spend huge sums of money for media ac-
cess; all others make plenty of room for candidates to speak for themselves at public ex-
pense. Even Canada, which is closer to the U.S. in political and economic structures than
any other democracy, has such public-interest offsets to the commercialization of the media.
Although there are signs that European democracies and Japan are to some extent mov-
ing in the American direction, these differences in financing and regulation still make a 
difference in the quality of media and hence the quality of culture and politics.

The mass-society model I have outlined in this chapter is the inverse of corporatist de-
mocracy described in chapter 2. Thus, countries most vulnerable to mass-society tenden-
cies should have policy profiles and system outputs opposite to those in figure 2.1. The rest
of this book shows much support for almost all of the connections in that figure. The role
of the media in particular policy areas and campaigns will appear again in relevant chap-
ters, especially those on health care (16), the environment (15), family policy (7), backlash
(10), economic performance (12), and party decline (11).

Before leaving these theories of modern society, we must dispose of the idea of “postin-
dustrialism,” which I find least useful. �eaders who share this view could well skip to the
substantive chapters in Parts II and III.

Notes

This chapter is in part a summary and update of Wilensky, “Social Structure, Popular Culture, and
Mass Behavior” (1961d); “Mass Society and Mass Culture” (1964a); and “Political Legitimacy and
Consensus” (1983). Fred Schaffer helped to update the social participation data.

1. Cooley, Mayo, and their students emphasize the functions of primary groups in the mainte-
nance of social order and cite reasons for their declining functions and authority. Since the primary
group is the training ground for good citizenship—for learning the norms of mutual trust, tolerance,
honesty, duty—its decline, they felt, would produce mass men who would produce a “mass society,”
“anomie,” or “social disorganization.” (Cooley, 1927; Mayo, 1933, pp. 122ff.; 1945, chaps. 2 and 5.)
Tocqueville, among other 19th-century observers, and Lederer, Neumann, and DeGré, among mod-
ern students of totalitarianism, tend to emphasize the functions of secondary associations in the main-
tenance of social order or democratic political systems, or both. Alienation from work, politics, and
community, and a related susceptibility to mass movements, they argue, are mainly due to the weak-
ness of independent organizations lying between the nuclear family and the state. (Tocqueville, 1963
[1835]; Lederer, 1940; Neumann, 1942; and DeGré, 1946. Cf. Nisbet, 1953.) Durkheim was aware of
the possible links of both primary and secondary groups to the level of social integration. He tended
to stress the atrophy of primary-group life as a source of anomie and expressed hope that larger sec-
ondary associations (especially the occupational group or workplace) could emerge as new bonds of
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solidarity, new sources of civic virtue (Durkheim, 1960 [1893], pp. 1 – 31). (In later writings,
Durkheim increasingly emphasized the second point.)

2. In evidence, the critics say, look at the following studies: �oethlisberger and Dickson (1939);
Lazarsfeld, Berelson, and Gaudet (1948); Janowitz (1952); Greer (1956); Sussman (1953); Smith,
Form, and Stone (1954); Wright and Hyman (1958); Miller and Swanson (1958); Katz and Lazars-
feld (1955); Klapper (1960); and so on.

3. “Primary” relations are those which are personal, intimate, and inclusive (involve the “whole
person”), which seem to the participants to be voluntary and spontaneous, and which involve a com-
plete and mutual identity of ends (including the relationship itself as an end). Examples are relations
among kin, close friends, or lovers. “Secondary” relations are impersonal, segmental, calculated, and
embrace only a partial identity of ends. An example is customer relations with car dealers. (Wilen-
sky and Lebeaux, 1958, pp. 117 – 125.) I use “secondary associations” interchangeably with “medi-
ating associations.”

4. From a 1991 national survey, �obert Wuthnow (1994) estimates that 40% of U.S. adults par-
ticipate in small “support groups” of which 54% are either Bible study groups or adult Sunday school
classes; about 13% are self-help groups, especially those dealing with addiction; and 33% are special-
interest groups focused on sports, hobbies, book discussion, or politics and current events (p. 76).
These diverse informal, self-help groups function mainly to overcome feelings of isolation and nour-
ish self-esteem. Except for the 10% of the groups that meet to discuss current events and politics and
the groups fully meshed with a well-organized church, it is unlikely that they tie their members to
the larger communal life, let alone activate civic engagement and political participation. They tend
toward self-analysis and self-absorption, or in the case of church groups, toward already long-held sec-
tarian beliefs. Members of church-based groups report that their support group did increase their in-
volvement in their church (3 in 5 compared to 1 in 10 of the members of nonchurch groups); such
involvement did develop interests extending beyond the group. The most active participants in
church-based groups were most likely to volunteer time or money to organizations in education, so-
cial service, welfare, recreation, and so on (pp. 322 – 326). Early childhood attendance at religious ser-
vices predicts this pattern of church-based volunteer work; the pattern is restricted largely to small-
group members already actively involved with their churches (p. 331). It is concentrated among
religious conservatives who embrace the Christian right agenda and lifestyle (pp. 333 – 335). It is this
minority of the general population—deeply involved church members—that we can say are in small
groups that activate civic engagement (.40 � .54 � .50, a generous estimate of the proportion of
regular long-term participants in church-based support groups), no more than 10% of the adult pop-
ulation.

5. For discussion of types of mobility, see chapter 1 (section on stratification and mobility).
6. The sample for this part of the study was 678 urban white men of the middle mass (upper-

working and lower-middle class), aged 21 – 55, in the Detroit metropolitan area. Median time they
spent per month on all organizational activity in this relatively active sample was about two hours; me-
dian time watching TV in 1960 was 48 hours per month (no doubt up sharply by now). Measures of
participation included: number of memberships; frequency of contact and time spent; range of secondary
participation from community isolation through ever-widening circles and networks of involvement
indicated by the heterogeneity of membership to which he is exposed (the degree to which the organi-
zations he names provide opportunity for interacting with people who differ from him in important
social characteristics); and the number of institutional spheres covered by his memberships (economic, po-
litical, military, educational, religious, public welfare, recreation-aesthetic). Similar concepts guided mea-
sures of primary relations. Community attachment was measured by voting to support schools in the most
recent school election and size of contribution to church and charity. An index of attachment to and
alienation from society was also used. (See chap. 1 [section on stratification and mobility].)
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7. This question about “active work” was asked only in the 1987 survey. The GSS that year did
not include the black oversample used in other years.

8. Studies contrasting these methods have been done in Canada, U.S., and Britain (Hadaway, Mar-
ler, and Chaves, 1998). �espondents in conventional direct question surveys substantially overreport
their religious attendance for several likely reasons: the norm of social desirability in the face of an
interviewer (lessened when the questions are self-administered or ask about time use over 24 hours);
the respondent’s broad interpretation of “Did you attend church?” as “Are you a good Christian?”;
memory lapses and telescoping (lessened by focusing attention on specific events related to the last
attendance); and the ease with which interviewers can reach women and the aged, thereby oversam-
pling the high attendance population. (Ibid.; Smith, 1998; Presser and Stinson, 1998.) A question-
wording effect appeared in Britain in 1993 where Gallup asked how respondents spent their time on
the previous Sunday (going to church was only one of a list of options) and in 1996 asked the con-
ventional question about church or synagogue attendance in the last seven days. The traditional ques-
tion yielded a weekly self-reported attendance of 21%; the Sunday activities question, 14%. (Had-
away, Marler, and Chaves, 1998, pp. 127 – 128.)

9. In the World Values Survey of 1990 – 93, 44% of Americans said they attended a religious ser-
vice at least once a week against 18% in West Germany, 14% in Britain, 10% in France, and 4% in
Sweden (The Economist, July 8, 1995, p. 19).

10. A study reviewing various NO�C, AIPO, and NES studies covering changes in voluntary
association memberships suggests that the rates increased from the early 1950s to 1974—probably
reflecting the spurt of protest movements of the 1960s and early 1970s—but leveled off and, by some
measures, declined thereafter. The average number of memberships per person, for instance, rose
steadily during the 1960s, peaked in the early 1970s, and has been declining ever since (Baumgart-
ner and Walker, 1988, pp. 911 – 912).

11. For an attempt to use these concepts to explain attachment to and estrangement from nation
and community, see Wilensky (1960, 1961a, 1961b, 1966b). No cross-national data focused on the
integrative potential of types of participation are available. For measures of societal alienation and at-
tachments, see the stratification and mobility section of chapter 1.

12. One limited clue to the increase in sects is the recent increase in percent of national Gallup
samples answering “yes” to the question, “Would you describe yourself as a ‘born again,’ or evangel-
ical, Christian?” from 33% in 1986 to 39% in 1995. (Gallup Poll: Public Opinion, 1991, p. 239; Public
Opinion 1996, p. 232.)

13. Similarly, a massive study of private interests in national policymaking covering labor, health,
energy, and agriculture found that the 100,000 or so Washington lobbyists are highly specialized and
segmented (Heinz et al., 1993). There is no overarching power elite in any policy domain, no orga-
nization or coalition consistently in the center, and little contact with adversaries—a kind of bal-
kanization of interest representation. The authors call the system a “Hollow Core.” (See the discus-
sion of types of political economy in chap. 2.)

14. Olsen’s detailed comparison of Indianapolis, USA, and Gävle, Sweden (1974) required
monthly attendance for “active” status;Verba and Nie’s study of the USA (1972), which found that
passive membership was irrelevant to political activity, used only a self-designated “active,” a weaker
measure. Burstein (1972), using data from Almond and Verba (1963) for five countries, relates nine
variables to an index of political participation and finds that active involvement with nonpolitical or-
ganizations was second only to media use as a source of political participation in all countries. Finally,
a study by Kees Aarts (1995, table 8.6) including 8 of our 19 rich democracies shows that in 6 of
them (Germany, Netherlands, Italy, Britain, Ireland, France) union members are more likely to ex-
press a party preference than nonunion members, confirming the idea of reciprocal reinforcement of
union strength and party strength.
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15. Analysis of data from the World Values Survey of 1981 – 83 for 12 of the countries in table
3.1 plus Japan (Curtis, Grabb, and Baer, 1992) generally confirms this picture but puts the U.S. at
the top and moves the Netherlands up. In rates of association membership (percentage of popu-
lation having one or more memberships), three of the top four are corporatist democracies (Swe-
den, Norway, Netherlands); the bottom three are France, Japan, and Italy, two of them corporatist-
without-labor. If church membership is excluded, the U.S. drops to fifth, below Sweden, Norway,
the Netherlands, and Australia. This study, however, understates union membership; its self-reports
of such affiliations are much lower than widely accepted union density figures. It may also under-
estimate membership and participation in such economic organizations as co-ops and tripartite
committees shaping industrial relations and social policy and planning. For instance, Sweden, Den-
mark, Finland, and Belgium all have union-controlled unemployment insurance funds and/or local
labor-management-government committees that administer active labor-market policies. In addi-
tion, two million Swedish consumers belong to the �etail Cooperative Society, and most farmers
belong to the Swedish Federation of Farmers (Olsson, 1990, p. 279). Similarly, Japan—low by the
Curtis, Grabb, and Baer measures (1992)—has numerous channels for worker participation at the
firm, division, and plant levels (Cole, 1992). Such channels for participation may be more signifi-

cant to the national economic and political life of a democracy than most of the memberships enu-
merated in the few cross-national surveys available. Thus, while cross-national studies of religious
participation and religiosity (e.g., frequency of prayer, belief in God) all rank the U.S. far ahead of
any other rich democracy, comparisons of participation in the workplace and economic organiza-
tions place the U.S. relatively low. The text above discusses the significance of types of associations
for political consensus and social integration—from family-neighborhood localism to wider pat-
terns of community participation.

16. The rest of this chapter benefited from comments by Jerry Lubinow, Danny Wilensky, and
my interviews.

17. The theme of the debilitation of elites is not confined to media managers, although the
tabloidization of prestige newspapers is its most radical manifestation. Add the politicization of aca-
demic life evident in campus intolerance of politically incorrect ideas; prosecutors and judges whose
politics guide an increasing proportion of their cases; politicians who know that masses of voters are
angry about immigrants or welfare mothers and use them as scapegoats to achieve power; or CEOs
who spend increasing amounts of their time feathering their own nests. The argument is that every
day, in every way, in the flow of daily decisions, elites in all institutional spheres—in politics, in reli-
gion, in industry, in the judiciary, in education, intellectual life, literature, and the arts—fail to uphold
the standards and articulate the values of their professions or the organizations and institutions they
lead.

18. On December 2, 1998, another of these numerous lengthy investigations of high officials, the
core of the “news,” sometimes initiated by gossip substituting for news, came to nothing. A federal
jury acquitted Mike Espy, the former agriculture secretary, of corruption charges after an “indepen-
dent” prosecutor’s four-year $17 million investigation into 38 counts of alleged gifts of sports tickets
and other small favors from companies the Department of Agriculture regulates. The media ampli-
fied those accusations, too, as they had in the similar prolonged prosecution of Labor Secretary �ay-
mond J. Donavan, acquitted of fraud charges during the �eagan administration. Donavan’s farewell
question was “Where do I go to get back my reputation?” (New York Times, Dec. 3, 1998).

19. It is no answer to say that previous generations read Grimm’s fairy tales, comic books, or sim-
ilar material full of violence and little has changed. These previous generations—at least those par-
ents who read to their children—did not use TV as a baby-sitter while their children racked up 30
or 40 hours a week, often without adult supervision to interpret media content. In any case, solid
evidence shows that TV violence, indeed simply watching many hours, has negative effects on child
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development—cognitive, emotional, and behavioral. For instance, four critical overviews of research
show positive and significant associations between exposure to television and violence and aggressive
attitudes and behavior, as well as fear of personal victimization. Much of this research deals success-
fully with the question of causation and shows that the aggression effect far outweighs the catharsis
effect (harmlessly purging the viewer’s own aggressive tendencies). (Paik and Comstock, 1994; Hog-
ben, 1998; Gunter, 1994; and �oberts and Maccoby, 1985, pp. 573 – 583.) That these effects are long
lasting is confirmed by longitudinal studies in the U.S., U.K., Canada, Finland, and Austria (Him-
melweit, Oppenheim, and Vince, 1958; Williams, 1986; Gunter, 1994, pp. 174 – 79, 187ff.). Long-
lasting effects are largest when television exposure occurs during a sensitive period, say up to the age
of 10. �egarding advertising, research clearly shows that commercial ad campaigns influence children
to want, request, and sometimes buy advertised products (�oberts and Maccoby, 1985, p. 571). Con-
versely, there is some evidence that watching specific educational or entertainment programs has
prosocial effects and helps to develop cognitive skills. Sesame Street, for example, unequivocally pro-
motes cognitive development (Lesser, 1974; Cook, et al., 1975; Wright and Huston, 1995). A vari-
ety of prosocial effects (helping behavior, cooperation, kindness, altruism, sharing, friendliness, empa-
thy, tolerance, creativity, etc.) has been uncovered for such educational or entertainment programs as
Mr. �ogers’ Neighborhood, Sesame Street, and selected prosocial episodes of Lassie, I Love Lucy, and The
Brady Bunch. In short, television can be put to any use, for good or bad. That public policy can shape
these uses is shown in cross-national comparisons below.

20. For instance, Gamson (1992, pp. 13, 129 – 130) analyzes the transcripts of 37 group interviews
among people heterogeneous in race, age, gender, and religion, most of whom had no college edu-
cation—approximating my “middle mass.” Each group discussed affirmative action, troubled indus-
try, nuclear power, and the Arab-Israeli conflict. He found that 68% of the interview groups relied
largely on media discourse to discuss the last two distant issues. But only 38% used media discourse
to discuss local industry and affirmative action, where, again, experiential knowledge was prominent.

21. A similar interpenetration of brow levels is evident for musical tastes. �esults of a national
cross-sectional survey showed that differences in taste among these age-education subgroups had al-
ready diminished by the 1980s (�obinson and Fink, 1986, especially table 16.4).

22. The few studies that deal with media uses by education do not consider the quality of ed-
ucation, which may be increasingly important. In my study I found that for the number of media
areas in which highbrow exposure is reported, the amount of education makes little difference from
grade zero through “some college”; thereafter, both quality of education and sheer level count heav-
ily. The biggest jump in mean scores is between baccalaureate level and graduate level (.462), but
the difference between men with high- and men with low-quality undergraduate education (.318)
is greater than the differences between less than high school vs. high school (an infinitesimal .025),
high school vs. some college (.106) or even some college and low-quality baccalaureate degree
(.313). Ultimately the mere rise in the average education level will do little for the cultivation of
taste in reading and in broadcast media; what counts is the number who complete college, and es-
pecially the number fortunate enough to go through a few favored colleges, who are declining as a
percentage of the educated.

23. From 1970 to 1974 Flip Wilson, a black comedian, made the first breakthrough to a net-
work crossover program (a black performer with a mass audience of whites as well as blacks). One
of his regular acts featured a cross-dressing prostitute.

24. It is by no means natural for evangelicals to buy �eaganomics—the free-marketeer, antitax,
anti–social spending, antibureaucratic ideas of the post-Nixon �epublican Party. Most of them are
part of the middle mass and many are quite poor; they are not especially hostile to the welfare state,
or the regulation of big business. I suggest that the rise of anti-institutional themes in the news media
facilitated the uneasy marriage with �epublican economic ideology while the liberal-left bent of en-
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tertainment programs, offensive to evangelicals’ religious values and beliefs, served as a focus for their
anger.

25. If the issue is whether any public affairs information is absorbed from various types of media,
research from the 1960s and 1970s shows that print use is positively related to the level of informa-
tion about public affairs but that television use is unrelated to such information (�oberts and Mac-
coby, 1985, pp. 560 – 561). Thus, even if the content and style of the media were not shifting toward
the talk-show model, the continued ascendance of broadcast media over print implies a less-informed
electorate.

26. C-SPAN junkies, of course, can hear candidate speeches and policy conferences, but this is
a tiny slice of the mass audience Only about 1 in 16 of adults in the U.S. are regular viewers of
the Cable-Satellite Public Affairs Network (C-SPAN): 4 – 8% say they watch C-SPAN regularly,
13 – 20% view it “sometimes,” and 53 – 58% “never” tune in. Older, more educated, and more
affluent adults are the core of C-SPAN regulars. But the differences are not large: for instance, the
percentage of adults who are regular viewers and are high-school graduates is 5%; college gradu-
ates, 8%; postgraduates, 11%. Because C-SPAN typically reports events fully and accents substance,
context, and balance, its audience compared with the total population is less alienated from poli-
tics, less cynical, and more active; they believe that political campaigns and political debate are im-
portant and think that political action can lead toward positive change (Frantzich, 1999). Whether
this is self-selection of the politically efficacious or the benign impact of C-SPAN is not known.
Financed by the cable industry as a gesture toward the obligation to serve the public interest and
as a way to fill the expanded news hole created by TV cameras in Congress, C-SPAN is an oasis
of television quality in the broadcast desert.

27. Mr. Huffington dropped out of sight and, having campaigned on family values, resurfaced in
1998, confessing that he was gay and not quite sure that he belonged in the �epublican party.

28. There are doubtless some instances in which a broadcast network engages in self-censorship
in avoiding stories strongly injurious to their parent company. For example, ABC’s 20/20 apparently
killed a critical report that Disney hired convicted pedophiles at its theme parks and resorts (Stevens,
1998). In my view these are small eddies in the rushing stream of prosecutorial reporting by the net-
works’ “news magazines.”

29. Similarly, in 1998 CNN’s NewsStand alleged that the United States military used nerve gas
during the Vietnam War; the report was false and was later retracted.

30. In a study of editors, producers, and reporters of CBS and NBC evening news and Newsweek
and Time, Gans (1980, pp. 146 – 181) found that the norms of journalism define a “good story” as
one that has immediacy, drama, high stakes, and a colorful cast of characters. This is why an im-
peachment is considered the best imaginable political story—and why the media had a stake in blur-
ring the difference between Nixon’s crimes against the state and Clinton’s sex-and-lies scandal. Dan
�ather, CBS anchor, notes the effect of the recent intensification of the competition for survival: One
fear, he says, is now common in all the newsrooms in the country—“the fear that if we don’t do it
somebody else will, and when they do it, they will get a few more readers, a few more listeners, a
few more viewers than we do” (quoted in Brill, 1998, p. 117).

31. Similar underdog horse-race journalism catapulted Gary Hart into celebrity overnight in 1984.
Based on a few thousand votes in the Democratic primary, the media declared him a leading contender
for the presidency, a New Face with New Ideas. Of course after building him up, the investigator-
prosecutor journalists were equally happy to bring Senator Hart down by exposing his sex life.

32. James Fallows (1996, chaps. 3 and 4) has chronicled this shift from a time when there were
hundreds of working reporters plus a few media celebrities of limited income and modest influence
(e.g., Ed Murrow, Eric Sevareid, and Walter Cronkite, who still retained the tradition of field re-
porting), to Barbara Walters (at least $10 million per year from ABC), Dan �ather ($7 million from
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CBS), Tom Brokaw ($7 million from NBC), and Sam Donaldson (a modest $3 – 3.5 million from
ABC). (Figures from a 1999 salary and bonus survey by Brill’s Content 2, no. 4 [May 1999]: 84 – 95.)
Fallows suggests that in their eagerness to get on one of the talk shows and join the lecture circuit,
print reporters now bend their words to please talk-show hosts (1996, pp. 123 – 124). If sneering and
succinct insults delivered in a condescending style is the talk-show norm, that’s how they write. This
is another illustration of the move of print media toward broadcast media and both toward the talk-
show model, discussed previously. Incidentally the top media compensation paid in 1998 went to
radio and television talk-show host Howard Stern ($17 million).

33. The savings and loan crisis was national. In the larger scheme of things, the Arkansas firm
was a small matter and whatever white-collar crimes were uncovered were typical. The journal-
ists’ hoped-for connection to the White House was based on the Clintons’ long-standing friend-
ship with the owner of the S&L, and highly motivated allegations from Clinton’s long-standing
political enemies that money from Madison was illegally diverted to prop up Clinton’s losing 
investment in real estate or to President Clinton’s 1984 gubernatorial campaign in a Grand 
Conspiracy.

34. Less than two weeks after the new president was sworn in, Sam Donaldson of ABC asked on
a weekend talk show, “Is the presidency over?” and “�.W. Apple, Washington Bureau Chief of the
New York Times, wrote that the administration ‘desperately’ needed to recover from its ‘politically dev-
astating failure’ in the Zoe Baird case” (where the media launched “Nannygate” to scandalize the
failure of the nominee for attorney general to pay social security taxes for her baby-sitter). (Fallows,
1996, pp. 135 – 137.) �elentless reporting of alleged scandals is matched by relentless reporting of fail-
ures and/or false promises of officials. Almost immediately after Bill Clinton took office, Apple began
declaring that the omens were bad for Clinton’s success in office, and his prospects for a second term
were poor. No event that could be fitted into this scenario of a failed presidency and pending defeat
in 1996 was overlooked. Except for the months of the glow of the war against Iraq, President Bush
suffered the same treatment, culminating in the constant replay of his broken promise, “�ead my lips:
No new taxes.”

35. It is likely that there is an interaction between the journalist’s increasingly frantic deadlines
and her need for brevity and the public’s increasingly short attention span. If the journalist assumes
that the viewer is channel-surfing, she will try to capture the essence of a story in three or four catch-
words.

36. Jerry Lubinow (conversation) suggests that there has been a change in the nature of pack
journalism since the 1960s, that reporters do not now compare notes as much as they did then. There
is still pack journalism in that they conform to the scandal-crisis-sensation definition of news. Be-
cause of increased competition, however, each reporter tries a different spin. The frequent result is to
inflate trivial details simply because no one else has them.

37. Data limitations make systematic comparisons on each of these dimensions for our 19 coun-
tries impossible. I had to rely on a few cross-national studies, several single country studies, and my
impressions from interviews and some firsthand television viewing in Europe. �ough comparisons
from fewer than 19 democracies will have to suffice. The cross-national studies include, for example,
Euromedia �esearch Group (1997); Kaid and Holtz-Bacha (1995); �obillard (1995); “The Over-
selling of Candidates on Television” (1984); “The Challenge to Public Broadcasting” (1987); Smith
(1980, 1981); Noam (1991); Siune and Truetzschler (1992); Humphries (1996); and Blumler (1992,
chaps. 1 – 3, 12 – 14). Single-country studies include Katz (1977); Humphries (1994); Blumler,
McLeod, and �osengren (1992); and Blumler (1992, Part II).

38. The following account of France relies largely on Johnston and Gerstlé (1995) and Wolton
(1992). The account of the Netherlands draws on McQuail (1992), Brants and McQuail (1997), and
my interviews.
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39. “Behind the opposition to commerce,” says Denis McQuail (1992, p. 102), “there are mixed
elements of puritanism, high-mindedness, left-wing politics, conservatism, protectionism for the com-
mercial press, and pragmatic assessment of the vulnerability of the whole regulatory structure if con-
sumer market-forces were allowed free rein.”

40. I am indebted to Steven Vogel for translations of regular Japanese surveys on TV viewing
habits from which we calculated these figures.

41. The appropriation for the Corporation for Public Broadcasting in 1995 was only $300 mil-
lion for 351 public TV stations and 629 radio stations. In 1998 it was down to $250 million.

42. For several years in the 1970s BBC television broadcast a sophisticated political satire, That Was
the Week That Was. It pulled a mass audience out of the pubs and back home on Saturday night in
prime time. This is another illustration that dumbing it down is not a mass demand but a judgment
of media managers and governments. Mass tastes do not spring forth spontaneously; they are almost
entirely shaped by family, school, and the media, with the latter, as we have seen, in ascendance.

43. BBC offers 840 hours of children’s programming per year, more than 12% of its entire sched-
ule. (American public broadcasting carries fewer than 200 hours a year and relies heavily on reruns
while commercial networks dump a few hours into the Saturday morning ghetto of low-cost, low-
quality cartoons, heavily interspersed with advertising.) Sweden also gives about 12% plus features for
adults about children. Japan has a large public investment in children’s television programs, using
many of them to supplement classroom teaching. And since the 1970s Australia has had a nonprofit
foundation to produce children’s programs (Minow and LaMay, 1995, pp. 43 – 45ff.), making up for
“market failures.”

44. The following account is based on Adrian Lyttleton (1994), Pier Paolo Giglioli (1996) and
my interviews.

45. There is no doubt some political corruption in a few developed democracies, especially
France, Belgium, and Austria, but in scope and level it does not come close to Italy’s.

46. Although India and Japan export the largest number of films, the U.S. has most box office
impact. In late 1985, U.S. films accounted for 55% of the weekly box office in Paris and �ome, 65%
in Copenhagen, and 70% in Helsinki (Dominick, 1987, p. 55).

47. By the mid-1990s, the BBC audience share among those with satellite and cable TV was
down to 30%. Its income from set taxes was also down (The Economist, July 9, 1994, pp. 14 – 15).

48. For analysis of effects of electronic data processing on organizational structures and the qual-
ity of policy decisions see Wilensky (1967a, pp. 184 – 187).

49. For more detailed discussions of these subtle changes see the 1997 report of the Library Com-
mittee of the Berkeley Academic Senate by Leon Litwak, Chair; and �ochlin (1997, pp. 35ff.).

50. Brill’s Content reviewed the 51 stories Drudge labeled “Exclusive” from January to Septem-
ber 1998. It found that of the 31 stories that actually were exclusive, 10 (32%) were untrue and/or
never happened, 11 (36%) were true, and the accuracy of the remaining 10 (32%) was debatable or
still unknown. Drudge, a high school graduate who got his inspiration watching the attack-dog talk
show Crossfire as a teenager and became a regular on on-line chat shows, garnered nearly one mil-
lion hits a month in late 1997 for his Drudge �eport. This audience is growing apace (McClintick,
1998). While Drudge concentrated on alleged Clinton’s scandals, another on-line magazine, Salon,
was breaking the “news” that Henry Hyde, the lead accuser-prosecutor of Clinton in the Congress,
had an extended extramarital affair in the 1960s. These are examples of gutter journalism with a high-
tech flavor and an audience that embraces establishment journalists as well as those with no pretense
to standards. In 1999 ABC �adio Networks hired Drudge to host a nationally syndicated talk show.

51. Experts from Klanwatch and the Militia Task Force, monitoring trends in hate groups such
as the Ku Klux Klan, Neo-Nazis, Skinheads, white Christian fundamentalists, and black separatist or-
ganizations, observed the rise of a new subculture over the three years 1994 to 1997: 163 Web sites
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popped up to preach hatred, and about 50,000 music CDs were sold by hard-rock groups urging vi-
olence. Teenagers are the main target (San Francisco Chronicle, March 4, 1998).

52. They began with positive views about the social impact of information technology. Financ-
ing came from companies with a stake in positive findings (IBM, Intel, Apple Computer, etc.) as well
as NSF.
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4

THEORIES OF THE 
POSTINDUSTRIAL SOCIETY

Among the widely accepted myths about the shape of modern society is the idea that a
new “postindustrial” order is emerging in which intellectuals, scientists, managers, and ex-
perts in command of theoretical knowledge dominate the political system, while service
occupations (the “tertiary sector”) dominate employment and production, and “postma-
terialist” values dominate the culture.1 In other words, a vanguard of educated people, oc-
cupied in “health, education, research, and government” (Bell, 1973, p. 15), is already de-
cisive in every modern political economy, and it is the carrier of the “cultural revolution.”
Older issues are giving way to newer issues, in a major shift in values—shift from the work
ethic to freedom and expressiveness (“do your own thing”), from intellectual calculation
to impulse and ecstasy (as in drugs and rock music), from hierarchy to equality and par-
ticipatory democracy, from a competitive rat race to a quest for community, from economic
growth and consumerism to environmentalism and a concern with the quality of life (cf.
Davis, 1971; Turner, 1976), all with profound political effects (Huntington, 1974).

In this chapter I first evaluate evidence of the limits of the structural aspects of postin-
dustrial theory and then deal with the even more limited cultural aspects. I argue that its
account of industrial and occupational trends is too gross to be useful; its account of shifts
in values and beliefs does not square with the evidence; and its view of the politics of mod-
ern democracies misses great variation among them. The major structural and cultural
trends in rich countries are better captured by convergence theory with its accent on the
universal and specific effects of continuing industrialization (chap. 1). Insofar as “postin-
dustrial” means the rise to power of experts in command of theoretical knowledge, it is not
a common feature of modern societies; it applies best to corporatist democracies and, as we
have seen, misses the mark for the least-corporatist democracies such as the United States
(chaps. 2 and 3).

Occupational and Industrial Trends

Using the U.S. as the most-advanced economy, we have already traced the well-established
trends in the occupational composition of the labor force (see chap. 1 and figure 1.2): a
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drastic decline in farm people; a steady increase of white-collar and professional and ad-
ministrative employees; very fast growth in the newer professions and a host of semipro-
fessional, semitechnical occupations; growth in the proportion of “nonfarm proprietors,
managers, and officials,” especially since 1940; a small decline in the “working class” from
1910 to 1988, accelerating since then but within it a sharp drop in laborers and the semi-
skilled, some growth in low-paid service workers, and stability in skilled craftsmen, repair-
men, and foremen. The net effect has been a general upgrading of the whole population,
reflecting both the average skill and educational level required. All these trends were evi-
dent from 1910 (the earliest date for good data comparability) to 1950 (Wilensky and
Lebeaux, 1958, pp. 90 – 94); they cannot be called postindustrial. They are merely occupa-
tional changes induced by continuing industrialization.

But what about a postindustrial shift in the types of industries in which modern 
populations work? Are these trends recent? At some threshold of development are they
universal?

Data available on the percentage distribution of employment for seven rich democracies
from 1920 to 1992 (table 4.1) cast doubt on the postindustrial thesis. I concentrate on three
categories that have shown substantial trends or notable national differences and are most
relevant to the theory of postindustrialism: “transformative industries,” “producer services,”
and “social services.”

1. Transformative (almost all of this is manufacturing). It includes machinery, con-
struction, food, textiles, metals, chemicals, miscellaneous manufacturing, and utilities. The
pattern in table 4.1 is a rise in the percentage employed in these manufacturing indus-
tries from 1920 to 1970 in Japan, Germany, France, Italy, and stability in Anglo-Saxon
countries (UK, USA, Canada). (Was this the coming of postindustrial society?) Then,
after 1970, there was stability in Japan, and a decline in the rest ranging from small de-
clines in Germany (47% to 40%) and Canada (27% to 22%) to large declines in the UK
(47% to 27%) and Italy (44% to 30%). What is significant is that the end point (circa
1990) for Canada, France, and Germany is about where they began in 1920, while Japan
and Italy increased the manufacturing share of employment. Only the UK and the USA
evidence a decline. Can increases in manufacturing jobs or a 1990s return to the manu-
facturing share of 1920 for five of these seven advanced industrial societies over 60 years
be called postindustrial?

2. Producer Services. Manufacturing versus services is a false dichotomy. Throughout
the history of industrialization, the two have been inextricably meshed. The section
“Producer Services” in table 4.1 includes insurance, banking, real estate, legal services,
accounting, engineering, and miscellaneous business services.Very few of these occupa-
tions are new to the post–World War II period, let alone to the 20th century. They
were essential to 19th-century industrialization and accelerated along with manufactur-
ing. Lloyds of London did not spring forth in some postindustrial era. Its members were
covering risks of trade and manufacturing as early as 1734. And the Philadelphia gentle-
men, educated as scientists and engineers, who gathered in the railroad shops of Pennsyl-
vania as design consultants in close collaboration with skilled machinists and artisans to
forge the new steam locomotives of the 1830s, were hardly postindustrial (Green, 1972).
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  . The coming of postindustrial society? Percentage
distribution of employment by relevant industrial sector,
1920 – 92, seven countries*

*Source: Castells and Aoyama (1994), table 1, pp. 12 – 13, based on a
classification by Singelmann (1978). Dates are approximate; Castells and
Aoyama record slight variations in dates and discuss comparability of data.
For detailed breakdowns on the U.S., see Castells (1984), table 13, p. 58.
For definitions, see my text. The sector percentages for each country do
not add up to 100 percent because I have eliminated sectors least rele-
vant to the theory: extractive, distributive, and personal services, discussed
in the text.

a1951, not 1940 or 1941.
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Thus we would expect what we see in table 4.1: For as long as we can find data,
manufacturing and producer services grew together, the latter faster than manufacturing,
as specialized services grew to serve the needs of increasingly complex organizations.
That Japan and Germany have a lower share of employment in this category than the
USA, UK, and Canada may be a statistical illusion. These two high-productivity manu-
facturing leaders have internalized producer services in large companies and in integrated
networks of suppliers rather than contracting them out, so they are not enumerated sepa-
rately. I think Italy’s very low figures also reflect difficulties in classification as well as its
larger agricultural sector, its less-developed regions, and an abundance of small businesses.
The celebrated flexible production networks of small producers pooling resources for
expert help in finance, �&D, and marketing account for only a small portion of total
Italian employment (see chap. 1). Similarly, where technology is truly new, the old ambi-
guity of the distinction between material goods and intangible services remains. Castells
and Aoyama (1994) note this ambiguity for computer software, genetic engineering-
based agriculture and many other modern products; they ask “Is a software programme
sold as a disk a ‘good’ but, if sold on-line does it become a ‘service’?” (p. 8).

3. Social Services. There is nothing new or uniformly postindustrial about the growth
of social-services employment. As I show in our 19-country analysis in chapters 5 and 9,
the welfare state, which generates such employment, is more than a century old; it accel-
erated after World War II; and its rate of growth slowed since the mid-1970s or early
1980s. However, both its efficiency and program emphasis, and hence public employ-
ment, vary across nations and time because of national differences in affluence, left
power, types of political economy, minority-group cleavages, and rates of mobility. There
is nothing in this picture of substantial variation among rich democracies to suggest a
postindustrial trend, merely a continued universal growth of the welfare state. The re-
maining national variations in spending, finance, and program emphasis are rooted in
politics as well as the level and timing of economic development and its demographic
correlates. For an explanation of why the U.K. and the U.S. have an abundance of social-
service employment despite their modest welfare states, see my treatment of the welfare
mess (chap. 8) and of bureaucratic bloat (chap. 9).

I have excluded three categories from table 4.1: “extractive” industries, “distributive
services,” and “personal services.” They either show no trend or are irrelevant to the con-
cept postindustrial. (Wilensky and Lebeaux, 1958, pp. 93 – 94.) Extractive industries, or what
Colin Clark called “primary,” include agriculture and mining. These industries, with re-
markable increases in efficiency, everywhere decline in employment as they increase in
output. Figure 1.2 shows that in the U.S. the percentage in agriculture is down to 2.0%.
In 1992, in the seven countries of table 4.1 all extractive industries’ employment ranged
from the UK’s 3.3% to Italy’s very high 9.5%. It is a universal, long-term trend of all rich
countries, a product of continuing industrialization. “Distributive services” include trans-
portation, communication, and wholesale and retail trade; with small variations, they ac-
count for a more or less stable percentage of employment from 1920 to 1992, ranging
from a fifth to a quarter of all employment, again belying assertions about a postindustrial
pattern. Finally, I have excluded “personal services,” which include domestic service, hotels,
eating and drinking places, repair, laundry, barber and beauty, entertainment, and miscel-
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laneous personal services. There is no pattern either in trend or cross-national compar-
isons. For instance, from about 1920 to 1992, personal services as a percentage of em-
ployment roughly doubled in Canada, France, and Japan; increased somewhat in the U.S.
but was stable or dropped in Germany, Italy, and the UK. What can be said with certainty
about this heterogeneous category is that domestic servants steadily decrease with indus-
trialization; as mass standards of living climb, fewer people are willing to serve the persons
or households of others. With mechanization, laundry services show a similar decline.
These declines are offset by stability in the percentage employed in hotels, repair services,
entertainment, and barber and beauty shops (beauty salons become innovative and mech-
anized and grow while barber shops stagnate and decline). The most important offset is
the sharp climb of jobs in eating and drinking places—if we can take the U.S. experience
as typical (Castells, 1984, table 13, p. 58).

A major problem with the idea of postindustrialism is the great heterogeneity of “ser-
vices”—heterogeneity in income, status, power, freedom on the job, skill levels, and re-
lated political orientation and lifestyles. If the purpose of this theory is to connect
changes in occupational structures with shifts in culture, politics, the nature of work ex-
perience, or anything important, “the service economy” is both vague and hopelessly
heterogeneous. For instance, “retail services” include the big-ticket salesperson in a posh
department store and the entrepreneur of the hot dog stand; the manager of a large auto
repair shop and the owner of a mom-and-pop grocery store; the maître d’ at New York
City’s Chanterelle and the hamburger flipper at McDonald’s. “Services” embrace a com-
puter scientist and an urban dog walker; the full-time, stably employed office supervisor
in the headquarters of a drugstore chain and a part-time temporary worker at the check-
out counter in the supermarket whose wages place him or her among the working poor;
a high-tech consultant in a firm selling software for financial managers and a no-tech
salesperson in a local dress shop; a corporate lawyer in a firm with 200 partners and as-
sociates and a solo lawyer with an ethnic clientele. In practically every routine of life that
is important to people—the nature of their work and use of their skills; their income,
status, security, and opportunities for upward mobility; their family life and leisure style—
these pairs are in different worlds, as we have seen in my discussion of opposing trends
in the organization of work and the limits of a stratification model of modern society
(chap. 1).

�egarding the theme of technocratic dominance, my discussion of types of political
economy above and elsewhere (1983, 1997) shows that while it is true that experts and in-
tellectuals multiply with economic development, their influence—their integration with
men and women of power—varies with the political and economic context within which
they work. These differences in expert influence by type of political economy are elabo-
rated in chapter 2 (on types of political economy). The role of economists is discussed in
chapters 11 (on party decline, especially in the case of New Zealand) and 17 (on global-
ization, the section on central bank autonomy).

In short, if all the occupational and industrial shifts now labeled postindustrial amount to
is a continuation of more than a century’s rise in the level of education; an increase in the
skill, discipline, and perhaps knowledge of the average worker; and the increased employment
of experts, then we should talk about those long-term trends and not impose an elaborate su-
perstructure of dubious claims about the revolutionary character of these gradual shifts.2
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Postindustrial Values?

Postindustrial theorists argue that since the Great Depression there has been a major
shift in values in all rich countries toward “postmaterialist,” “postindustrial” values of
self-expression, personal freedom, creativity, self-actualization, belonging, and partici-
patory democracy. The acquisitive, materialistic values of the past, embraced by older
populations who grew up in less affluent societies, they say, will fade away as younger
political generations raised in the affluence of the postwar era come to power and dom-
inate the culture.

Writers who see this vision of a postindustrial era vary in their depiction of the exact
content of these values and the generating forces. But they usually mention the growth of
service sectors, mass education, affluence (high levels of GDP per capita), and high rates of
political participation as root causes. They all assert that postmaterialist values are especially
strong and prevalent among vanguard groups—the educated, young, affluent, secure, and
mobile—who are in a position to demand still more freedom, still more comfort, still more
sense of community. With generational turnover, the postmaterialist consciousness of the
possibilities of human liberation is presumably spreading to the masses of people in every
rich democracy. The new values are said to be durable because they are learned early in
childhood and teenage years and are little affected either by subsequent political or eco-
nomic changes (“external” or “objective” events and situations) or by later socialization.

Such themes are familiar from a spate of countercultural books of the 1960s. Because
Ronald Inglehart has attempted to trace these shifts empirically in two summary books,
The Silent Revolution (1977) and Culture Shift in Advanced Industrial Society (1990), I con-
centrate on his formulations and subsequent comparative research using the same measures.
Inglehart bases his conclusions on a series of surveys conducted between 1970 and 1973 in
six West European countries and then for every year from 1976 to 1988 (1990, pp. 75, 84)
for nine European countries and the U.S. He also analyzes data gathered by other re-
searchers for up to 20 rich countries and occasional nonrich countries such as Mexico and
Hungary. The measure of materialist and postmaterialist values is a pattern of answers when
representative samples of citizens were asked to rank the following goals by their impor-
tance to them (an asterisk marks what Inglehart considers postmaterialist):

A. Maintain order in the nation

*B. Give people more say in the decisions of the government

C. Fight rising prices

*D. Protect freedom of speech

E. Maintain a high rate of economic growth

F. Make sure that this country has strong defense forces

*G. Give people more say in how things are decided at work and in their
community

*H. Try to make our cities and countryside more beautiful

I. Maintain a stable economy
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J. Fight against crime

*K. Move toward a friendlier, less impersonal society

*L. Move toward a society where ideas count more than money

For most of his analysis Inglehart uses the first four items as his value priority index.
Respondents who chose both “more say” and “free speech” are termed postmaterial; those
who chose both “maintaining order” and” fighting rising prices” are labeled materialist.
Because that index is so often used in both Inglehart and subsequent studies of values and
value change in contemporary democracies, I focus on it here, although my assessment
holds true for the longer list of indicators as well.3 Leaving aside almost-fatal weaknesses in
these measures for later discussion, here are the main findings:

1. As a percentage of all those surveyed in Europe from 1970 to 1986 pure materialists (Ms)
outnumber pure postmaterialists (PMs) in every one of 12 countries in every age cohort except for
those born in 1956–1965 in the Netherlands (20% Ms to 27% PMs) and West Germany (22%
Ms to 26% PMs). In 1986 – 87, however, postmaterialists outnumbered materialists in the
Netherlands and West Germany and among the young in Denmark and Great Britain
(1990, p. 93). Most respondents are mixed types: In 1986 – 87, for instance, in the combined
samples for 12 nations (EC and USA), 53.4% were neither postmaterialist nor materialist
(calculated from 1990, p. 93). For Eurobarometer surveys of 1986 – 87, if we weigh the
results by country populations, we get only 15% pure postmaterialists to 30% pure mate-
rialists (ibid.).

2. The locus of these pure postmaterialists is younger, more educated respondents, especially
students (1990, pp. 91, 93, 318 – 322).

3. Clearly, however, in the entire population, materialists outnumber the postmaterialists by hefty
margins. Much of Inglehart’s case rests on trends in postmaterialist responses from 1970 to
1988. Based on the 12-item measure, materialists outnumbered postmaterialists three to one
in 1973. By the late 1980s the ratio was two to one. (Using either the 4 items in 1986 – 87
calculated from table 2 – 4, p. 93, or the 12 items in 1988, pp. 97 – 98, the ratio is two mate-
rialists for every one postmaterialist.)

4. Inglehart argues that the “Postmaterialists are no longer concentrated in student
ghettos . . . they are as numerous as the Materialists (or even more numerous) among
those in their 30s and well into their 40s. They have moved into positions of influence
and authority throughout society” (1990, p. 319). The picture from the crude occupa-
tional breakdowns available (his table 9 – 10, p. 319), however, shows that the mass publics
of the EC countries surveyed from 1980 to 1986 (9 countries, N � 124,291) are by his
measure decidedly materialistic.4 Only in the upper-middle class aged 15 – 49 (“top man-
agement and civil service” and “professional”)—comprising only 3.25 % of the total sam-
ple—do the postmaterialists outnumber the materialists. Even the students under 35 (9.4%
of the total) were split 24% PM to 20% M, hardly overwhelming. In all other categories
(from white-collar and manual employees through the unemployed, retired, and house-
wives), the materialists outnumber the PMs by substantial margins even among the pre-
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sumably countercultural cohort who entered the labor force from 1965 to 1974 (who
when interviewed in 1980 – 86 were probably a majority of the “under 35” respondents).

Put another way, in this study the best case for postmaterialist penetration of vanguard
elites is weak. If we assume that all “top management and civil service” and “profes-
sional” and student respondents from age 15 to 49 are “elites,” and assume further that if
they endorse “protect freedom of speech” and “give people more say” as important goals
they are postmaterialist, then all we can claim is the following: first, of the total sample only
0.79% are nonstudent elites under 50 with postmaterialist values; second, only 24% of the students
are postmaterialist. That leaves 76% of the students in these nine European countries who
are classified by Inglehart’s measure “materialist” or “mixed.” That suggests special atten-
tion to what happens to the orientations of the (minority of ) young people and espe-
cially college students who come on as postmaterialist now when they are 18 or so as
they move to adulthood—as they enter the labor market, marry, and have children. Be-
cause this question goes beyond the issue of postindustrial value shifts, it will be saved for
a later assessment of the relative effects of political generation (or period), age cohort,
and family life cycle.

5. Despite all these caveats, the finding (1990, p. 95) that during the 15 or so years of surveys
postmaterialism increased in most rich democracies would be impressive if it were not for one serious
flaw—the poor face validity of the measures of “values” on which most of Inglehart’s conclu-
sions ride (“maintain order” and “fight rising prices” vs. “protect free speech” and “give
people more say in government decisions”). First, it is not obvious why it is materialist to
worry about rising prices and postmaterialist to worry about free speech, a concern of the
American founding fathers. Surely some of the respondents might expect that their gov-
ernment could at once protect free speech and fight inflation, which may be one reason
that for 1986 – 87 surveys, 53% of the sample are mixed types. Second, the general prob-
lem with asking people to rank their goals in surveys is that the respondents typically
underrate the goals they have already achieved but still cherish: “money,” says the high-
wage worker earning the area or industry rate for his occupation, is “less important” than
“intrinsic job satisfaction”; “income,” says the high-paid professional who has a lot of it, is
less important than “self-expression”; safety is not important to the already safe, and so on.
Similarly, in the study of postmaterialism, upper-middle-class educated respondents living
in safe neighborhoods will often say “maintaining order” is not one of the two “most
important goals” while “giving people more say” is because they already have safety.

In other words, the social and economic context of the survey question mightily
shapes the response. Consider the respondents who rank “protect free speech” as the
“most important goal”; presumably a sign of their postmaterialist values. As McCloskey
and Brill (1983, pp. 48 – 55) have conclusively shown, if one moves from such abstract
questions about freedom of speech to questions about the exercise of speech in particular
situations, the level of support drops off sharply among the same people who love free
speech in the abstract.5

Finally, ranking the goal of “fighting rising prices” is peculiarly sensitive to two con-
texts: whether inflation is high or low, moving up or down; and whether the particular
respondent is among the debtor majority who win from inflation or the creditor minor-
ity who lose. Dealing with changes in the inflation rate, Inglehart finds that the sharp
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price rise in the mid-1970s and 1979 – 80 brought an increase in materialism in the six
West European countries he analyzed—a finding confirmed by subsequent studies using
the same measures (Clarke and Dutt, 1991, p. 911; Duch and Taylor, 1994, pp.
816 – 817). Inglehart’s data do not permit analysis of the second effect (winning debtors
vs. losing creditors). Ardent consumers with heavy debt loads whose wages or social-
security benefits are indexed will not worry much about inflation. Does that make them
postmaterialists? This would be especially relevant in countries with easy credit and/or a
history of moderate (not hyper-) inflation.

6. In fact, as Inglehart’s tables show (1977), the issues that excite Western publics are over-
whelmingly economic performance and political and civic order, a pattern that has not changed since
the early 1970s (1990, p. 97). Asked in 1973 to choose the first and second most impor-
tant of a list of 12 goals, the populations of these 11 nations ranked “fighting rising
prices” as the leading goal, with “economic growth” and “economic stability” close by.
“Fighting crime” and “maintaining order” were also typically near the top. In the aggre-
gate, no postmaterial goal ranked higher than third in any of the 11 nations; the mean
rating of “more say on the job,” the most popular postindustrial goal, was only sixth; the
mean ratings of “a less impersonal society” and “more say in government” were similarly
low (1990, table 2 – 6, p. 98).

Slightly more recent data following the first big oil shock reveal that same pattern
(1990, table 4 – 6, p. 149). In surveys conducted in nine rich democracies from 1974 to
1976 economic performance and political order were again the overwhelming preoccu-
pation of mass publics, with the possible exception of Japan.

. “Maintaining a stable economy” was the leading goal for all but the popula-
tions of the Netherlands and Italy; for the two deviant countries it was fighting
crime.

. “Fighting crime” was at or near the top for all countries. In no country
except the Netherlands, Finland, and Japan did postmaterialist goals rank above
third. In the Netherlands “more say on the job” ranked a distant second to the
fight against crime; in Finland and Japan “friendlier, less impersonal society”
ranked a distant second to a stable economy; and in Japan “beautiful cities and
countryside” ranked third.

. Averaging responses across the nine countries, no postmaterialist goal ranked
higher than a distant third—far behind “maintaining a stable economy” and
“fighting crime.”6

Finally, as Inglehart notes, while the most recent European communitywide surveys of
1988 showed that compared to 1973 in the 12-item list of goals “fighting rising prices”
fell from first in 1973 to sixth rank in 1988, “materialist” goals held five of the top six
positions with roughly the same rank order. There were only minor changes: “economic
growth” moved up from second to first place; “fighting crime” moved up from third to
second, and so on (Inglehart, 1990, p. 97).

The realism in this pattern of responses is refreshing. Not only is the achievement of
these top priorities a necessary condition for the fulfillment of all other goals, but even
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the national variations make sense. For instance, the percentage of the Italians who
ranked “fighting crime” as the top priority in 1974 – 76 was 59%; the percentage of
Japanese was only 20% (table 4 – 6, p. 149). Mass publics were reflecting real threats evi-
denced in high rates of crime in Italy (including a rising tide of �ed Brigade kneecap-
ping and murders) and low rates in Japan (see chap. 14); and when inflation was ram-
pant, citizens expected their governments to fight it; when it was under control, they
ranked some other basic goal higher.

Similarly, national differences in unemployment rates and their fluctuation over time
shape these survey results. Although Inglehart does not include an item on anxiety about
unemployment (an indicator of “materialism”?), it turns out in other studies using his
measures that unemployment, like inflation, drastically shapes the scores on his 4-item
“postmaterialist” index. The best of these (Clarke and Dutt 1991) covers the period
1976 – 86 using a pooled cross-sectional time-series regression analysis of eight countries
(Belgium, Denmark, France, Great Britain, Ireland, Italy, the Netherlands, and West
Germany). It shows that unemployment has a puzzling effect: increases in the jobless rate
bring large increases in postmaterialist responses. The researchers explain that in the
1980s, as unemployment soared and inflation came down, these European respondents
abandoned the item “fight rising prices” and sought something else on the list. In the
absence of an item on “fighting unemployment” many of them chose “give people
more say in government” to express their preference for government action to do some-
thing about the problem at hand. (In fact, increases in unemployment strongly increase
the “more say” response.) Thus, it is not any rise in postindustrial values that explain this
shift: it is instead “the changing salience of inflation and unemployment on the issue
agenda” (ibid., p. 913).

Clarke and Dutt (1991) also analyze stability in individual responses using more
powerful panel data for Netherlands (1974 – 79), Germany (1974 – 80), and the U.S.
(1974 – 81) and replicating both Inglehart’s 4-item index and an 8-item measure of
value priorities (E through L on the list above). Their conclusions: (1) There is
“massive” response turnover among individuals (p. 915). Thirty-eight percent of the
Dutch, 48% of the Germans, and 47% of the Americans change their value classifica-
tion (materialist vs. nonmaterialist) across the two interviews. (2) The substantial
country variation in their postmaterialist responses both in level and direction of
change is explained by the sensitivity of these measures to short-term economic con-
ditions and changing political agendas. Similar conclusions appear in Jackman and
Miller (1996).

Inglehart recognizes both the phenomenon of low-rating goals you cherish and
have secured, and the universal top ranking of old goals of economic well-being and
safety—but he misses their meaning. If in attitude surveys vast majorities of modern
populations (including the upper-middle-class vanguard groups labeled postindustrial)
give top priority to economic security and growth, to civil order and the reduction of
crime, if the upper-middle class is in a position to act out those values by successfully
seeking more income, secure jobs, and safer neighborhoods, while one in four of them
tell interviewers that they like self-expression or participation (p. 319), we are missing
the main story when we infer that there is a great groundswell of postindustrial, post-
materialist values. Equally important, if modern citizens drastically change their answers
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to these “values” questions with short-term changes in economic and political contexts
and agendas, it is doubtful that we are in the presence of a sea change in basic values.

The test for the existence of cherished basic values comes when they are threatened. It
is when governments try cutbacks in universal welfare-state benefits to the majority or
when a recession or industrial restructuring threatens the job security of the college-
educated that we uncover basic values. Upper-middle-class citizens, presumably the van-
guard of the postmaterial era, suddenly become terribly material, deeply concerned about
earnings, security, dignity, and safety like everyone else. Thus, to say “they have it so they
do not value it” is to obscure the meaning of basic values, which persist across generations
through thick and thin.

Interlocking Cycles of Family, Work, and 
Social-Political Participation: A Comment on 
Age Cohort, Political Generation, and Life Cycle7

A key assumption of theories about a new political culture dominated by postindustrial values
derives from the seminal work of Karl Mannheim (1952 [1928]) on political generations: his-
torical conditions when one comes of age, say adolescence and early adulthood, have lasting
effects on values, political orientations, and behavior. Thus the cohort that hit the labor mar-
ket in the Great Depression will cherish job security for the rest of their lives; the 1960s coun-
tercultural generation who hit the college campuses during the Vietnam War will remain
countercultural, postmaterialist, and antiwar. Early socialization casts the die for a lifetime.

Many scholars have tried to sort out the relative effects of birth or age cohort (the
focus is on the size of the birth cohort and its common experience), political generation
(the focus is on period effects or the unusual historical conditions present when a birth
cohort came of age), and family life cycle (the focus is on universal changes during the
life course—courtship, marriage, children, etc.). There is no consensus on their relative
importance for a variety of outcomes that have been studied: life satisfaction, job satisfac-
tion or alienation, political attitudes and behavior, social participation, fertility, crime, earn-
ings, and more.

Struck with the lasting power of the experience of the children of the 1960s, whose
children in turn are presumably being trained in postmaterial values in the affluent society,
Inglehart has argued that cohort effects are far more important than life cycle effects. His
data are age cohorts. He finds that successive age cohorts do not become more materialist
for the 15 to 18 years for which data are available and concludes that life cycle effects are
unimportant. He tries to test this by a multiple classification analysis of life cycle versus co-
hort effects on values in which marriage, having a job, within-nation quartile family in-
come, and having one or more children are weighed one at a time against age cohort and
again claims that age cohort overwhelms family life cycle.

Two things are wrong with this. First, subsequent research taking account of economic
and political contexts in later life fails to show the importance of cohort effects. Second, in
real life, these events in the family life cycle occur together in stages not captured by age
brackets.
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Cohort Effects?

�egarding adult contexts, three studies illustrate the weakness of cohort in explaining a
wide range of value orientations and issue-specific opinions. Two are cross-national stud-
ies of postmaterialism. One is a study of opinion changes in the U.S. over three decades; it
concludes that of all the theories to explain shifts in mass attitudes, the weakest are the ones
accenting generational turnover and social and demographic shifts. The strongest hypoth-
esis is that public opinion responds to external events in the worlds of government, public
policy, politics, and the mass media.

In a multivariate analysis of postmaterialist values based on surveys carried out from
1973 to 1984 in eight West European societies, Duch and Taylor conclude that “once you
control for education and inflation at the time of the survey the cohort effects become triv-
ial” (1994, p. 819, and the exchange between Duch and Taylor and Inglehart and Abram-
son, 1994). A study of secondary-school students living in depressed and prosperous areas
of the U.S. and Germany concludes that economic conditions during preadult years are
poor predictors of postmaterialism—another indication that birth cohort contributes little
to these value orientations (Trump, 1991). In a test of the theory that American public
opinion changes because of population turnover—the entrance of new cohorts into the
adult population and the gradual dying off of older cohorts—William Mayer (1992, pp.
156ff., 174ff.) found that from 1960 to 1988 generational replacement had little effect on
attitudes toward foreign policy, the welfare state, economic affairs, or even crime and abor-
tion. (It does explain some of the total change in attitudes about race, the role of women,
and sexual mores, again reflecting values anchored in very long-term structural changes de-
scribed in chapter 1.8)

Life Cycle Squeeze and the Morale Curve

When family types are more precisely delineated, we find that family life cycle explains a
wide range of attitudes and behavior, including variations in morale or life satisfaction, job
satisfaction, and social and political participation. The outlook and morale of the vast ma-
jority of modern men and women is shaped by the normal strains of family transitions as
they are intensified or lessened by variations in taxes, debt, and real income as these in turn
affect the balance between aspirations and rewards. From a review of research using age or
life cycle variables and from social-psychological theory about the effects of imbalance be-
tween aspirations and rewards, in an early paper (Wilensky, 1961b) I inferred a hypotheti-
cal morale curve for the general male population of modern society. I located stages of the
life cycle where people experience least job satisfaction, lowest participation in community
life, greatest financial and family burdens, and greatest psychological tension—a condition
of “life cycle squeeze.” The essence of my theory is that job satisfaction and, indeed, life
satisfaction are

a function of disparity between rewards (what we get in income and job status) and
aspirations and/or expectations (what we want in goods and services and job status);
both pay-off and demand are likely to show a chronology linked to family life cycle
and work history. Leaving aside the college crowd and the unusually ambitious, the
young man fresh from high school, for a few years at least, finds himself with a
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happy combination of modest aspirations, limited responsibilities, and an income that
seems large.

A sharp change occurs, however, when home and children come into focus. As
family pressures mount, the demand for credit in the product market and income in
the labor market begin their swift ascent. The appetite for consumer durables and the
demand for money and job security reach a peak in the 30’s among married men
with children. . . .

But the peak in actual income and security is seldom reached in this critical pe-
riod. . . . For the manual worker, who is most subject to instability of employment,
seniority protection is as yet weak, and for all categories the period of maximum
economic rewards comes later. A working wife is one solution, but the double-earner
pattern is least frequent among the very families that feel squeezed—young couples
with children at home. . . . The result: a morale trough which lasts until job aspira-
tions and family pressures decline, rewards increase, or both. When children leave
home and debts are paid off, job morale, indeed all satisfaction unconnected with
child-rearing, should climb. Later, with retirement impending, the morale curve will
vary, depending . . . upon type of career and strength of work commitment, but a final
sag in morale seems most frequent. (Wilensky, 1961b, pp. 228 – 229)

The general hypothesis, pictured in figure 4.1, is that points of maximum “life cycle
squeeze,” and hence low morale, occur on average among couples with preschool chil-
dren; older couples, especially those prematurely retired; and solitary survivors. Of
course, with more women working now than at that time and the education level ris-
ing, the dual-earner family is today typical and high-school graduates have given way
to those with less than a four-year college degree (Levy, 1987). But the life cycle
squeeze appears with much the same timing and effect for vast majorities of Ameri-
cans—all but the upper-middle class. It now takes two or three more years of educa-
tion and two jobs to match the standard of living of the noncollege majority of the early
1960s.

The idea of interlocking cycles of family life, work, consumption, social participation,
and morale is complex and yet parsimonious. It enabled me to reinterpret contradictory
results of studies of job satisfaction—studies that ignored massive forces off the job that
determined responses to work, whatever the alienating or nonalienating character of that
work. It very likely can explain findings on age or life cycle differences in general life sat-
isfaction, income dynamics, and cynicism about government. Campbell, Converse, and
�odgers (1976) investigated the general life satisfaction of a 1971 sample of more than
2,000 Americans aged 18 years and older. Their findings by stage in family life cycle
match closely the morale curve of figure 4.1. The most satisfied are young married cou-
ples without children; the least satisfied are married couples with preschool children, the
widowed, and the divorced or separated. Although women in these “happiness” studies
are typically equally satisfied or more satisfied with the quality of their lives than men (see
citations in Estes and Wilensky, 1978), in general they evidence the same life cycle curves
as men. It can be argued that women more often than men say—and even feel—that they
are “happy” at the same time as they admit to clinically suspect symptoms. But none of
the studies which systematically compare men and women, controlling for life cycle stage
(or even age), has so demonstrated.9
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If we concentrate on the income component of the interlocking cycles idea, we find
further support in two detailed studies of income dynamics. A five-year panel study of
some 5,000 American families (Morgan et al., 1974, pp. 37 – 79) shows that changes in a
family’s well-being are almost exclusively rooted in changes in family composition and
labor-force participation; that young people starting new families typically become rela-
tively worse off (compared with young singles or childless couples, they evidence slower
rates of improvement in an “income/needs” ratio); that people moving into their prime
earning years gain little because of increasing family financial pressures; but that, again, the
economic base for improved morale is strongest for the middle-aged. After the age of 40
or so the head of a household starts to see more improvement in the family purse as chil-
dren begin to leave the home and in many cases the spouse is freed of home responsibili-
ties and gets a job. �etirement, the authors find, means a drop in income with no propor-
tionate decrease in needs. Analyzing 1960 census data on earnings patterns by age and type
of family separately, Oppenheimer (1974) adds an important elaboration: the imbalance be-
tween income and family needs varies only moderately by occupational group and cate-
gory. For instance, “no matter how their economic fates subsequently diverge, low earn-
ings were characteristic of most young men, whatever their occupational group” (p. 235).
Only in very high-level professional, managerial, and sales occupations—a small minority
of the labor force—do average earnings peak when family income needs are peaking.
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Figure 4.1. Morale and participation curve
Hypothetical picture of the participation and morale curve for the general population of an urban-industrial so-
ciety. Inferred from existing data for the United States on variations by family life cycle and/or age in economic
rewards and aspirations, consumer behaviour and aspirations, and participation in formal organizations. Sources
cited in Wilensky, 1961b, ch. 8. Think of “high” as a man who loves his work, belongs to a union or professional
association, a church, and three or four other organizations, is active in them and enjoys them. Think of “low”
as a man who is unemployed, involuntarily retired, or work-alienated, and who belongs to nothing. Chart from
Wilensky, 1981b, 257. See text for variations by education, career, and country.

Wilensky_CH04  3/14/02  1:47 PM  Page 199



Paths of Development of �ich Democracies

200

A later simulation model of 4,000 representative British life histories gives a similar pic-
ture. It is based on data from the actual 1985 British population but is applied across com-
plete lives to give a profile analogous to a complete longitudinal survey of incomes, taxes,
and benefits for a single cohort (Hills, Glennerster, and Le Grand with others, 1993). It
shows a peak in living standards in middle age (ibid., p. 27 and figure 7), around 50 – 55.
Similarly, a thorough study of changes in American standards of living from 1949 to 1985
(Levy, 1987, pp. 199 – 206) found that the deterioration of real earnings and changes in fam-
ily structure as well as changes in government transfers are root causes of the drift toward
inequality since 1973. The breakdown by family types implies some slight shift in the
morale curve: the position of younger couples since 1973 has remained unchanged (be-
cause the increase in double-earner families does not offset the deterioration in their earn-
ings); the position of elderly families has improved (the sag in the morale curve is thereby
delayed); and the position of female-headed families has worsened (intensifying their al-
ready strong life cycle squeeze). Since the late 1980s several rich countries have experi-
enced a rising level of unemployment and underemployment among young people; this is
now intensifying their normal economic squeeze and related discontent.

�esearch I reviewed on rates of social and political participation in the U.S. before 1961
showed a participation curve matching the morale curve of figure 4.1 (Wilensky, 1961b);
this finding is affirmed in recent research. Leaving aside voting, people of middle age
(30 – 55) have the highest rates of political participation—they are most likely to join a po-
litical party, work in a political campaign, attend a political meeting, and/or work in their
community to influence politicians and solve common problems—while the oldest (56�)
and the youngest (under 30) have the lowest participation rates. (See the five-nation study
by Nie,Verba, and Kim, 1974, and the replication in another group of five countries by
Marsh and Kaase, 1979, p. 111, table 4.4, and in Israel by Wolfsfeld, 1993, with the same
curvilinear results. A 15-country study by Curtis, Grabb, and Baer, 1992, shows the same
result for active participation in voluntary associations.)

Finally, if we consider political stance—an aspect of life more remote from the family
and its earnings—we see a similar curve. There was a 34-year (1958 – 92) slide in con-
fidence in government institutions among the general adult population of the U.S. with
only a slight uptick from 1970 to 1972 and a brief surge from 1980 to 1984 (Citrin and
Green, 1986, p. 435, updated by NES data from 1988 and 1992; cf. S. C. Craig, 1993,
pp. 1 – 18). Within that context, “trust in government” has been least among American
men and women over the age of 50; older persons have been the most cynical and es-
tranged in every election since 1958, followed closely in 1964 and 1972 by the youngest
age category studied (21 – 24 years). On the whole, people in their middle years have been
and remain the most optimistic and trusting about Washington, D.C. (Miller, Brown, and
�aine, 1973). Jennings and Niemi (1974, p. 278) reported almost identical findings for
Americans with high-school education but variation for other educational categories.

This is a case where attitudes roughly match behavior.Voter turnout in the U.S. roughly
follows the morale curve of figure 4.1: a low at 18 or so climbing to a peak in middle age,
staying high or increasing after children leave, declining with retirement and especially
after age 70 (Wolfinger and Highton, 1994, figure 2).10 In early studies of voting turnout
in the U.S. the turning point for a decline in voting among older citizens begins earlier
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than 70 (e.g., Hout and Knoke, 1975) and is still earlier for women than men (Wolfinger
and �osenstone 1980, p. 43). With the trend toward gender equality that gap may disap-
pear. Consistent with the morale curve, the lowest voting rate by age and marital status is
among those living alone—young singles or the divorced, separated, or widowed (ibid.,
pp. 44 – 45; Converse and Niemi, 1971, p. 461). Just as higher education smoothes out the
morale and participation curve, however, so does education reduce or even reverse the de-
cline of voting for the aged and increase the (still low) rate for the young (Verba and Nie,
1972, p. 144; Wolfinger and �osenstone, 1980, pp. 44 – 49). Maturity has a much greater
impact in increasing voting among the least educated than among college graduates (ibid.,
pp. 58 – 60). The resources for political participation—skills, information, knowledge, in-
terest in complex political issues—are abundant for the college crowd, meager for the
high-school graduate or dropout. But adult life experience—work, family—allows some
later catch-up in political resources for those denied higher education (Converse and
Niemi, 1971, p. 449).

In short, the life cycle squeeze hypothesis can embrace a wide range of behavior and at-
titudes, from the most personal satisfaction with the most local institutions (e.g., marriage
and the family) to the most impersonal response to the most distant symbols (e.g., national
politics).

Aware of possible “class” (i.e., education) differences, we applied this hypothesis to a
sample of 73 employed and 157 unemployed professionals in the San Francisco Bay area
(Estes and Wilensky, 1978). We excluded the divorced, the separated, and the singles over
30 who had never married. We interviewed them in 1971 – 73. Using an index of emo-
tional stress (validated by independent clinical judgments) and an index of economic dep-
rivation, we found that unemployed professionals experiencing high levels of financial stress
fit the morale curve of the general population. Morale drops among couples with very
young school-age children and among solitary survivors. These hard-pressed unemployed
professionals display a sense of relief when children leave. For the continuously employed
professionals, however, and, most surprising, even for unemployed professionals experienc-
ing little or no financial stress, the morale curve is smoothed out; they show more balance
between rewards and aspirations over the life cycle than most Americans; their morale stays
high even after losing the spouse. The study suggests that the advantage of highly educated
professionals in a solid economic position—having a professional identity embedded in a
social network—functions as a buffer against social insecurity which, in turn, protects them
from the intense psychological strains typical of the rest of the population. Employed or
unemployed, they are cushioned against the standard shocks both by their privileged posi-
tions and by their anticipations for the future—in other words by the personal continuity
afforded by a life plan.

To say that family life cycle explains a wide range of attitudes and behavior is not to
deny that generational change (successive birth cohorts) explain large social-political
trends. For example, while intact families in the middle years of life may be more par-
ticipatory, trusting, and civically engaged, generation after generation, an entire society
may simultaneously evidence a long-term decline in civic engagement, as chapter 3 and
�obert Putnam’s analysis of U.S. data suggest (1996, pp. 43 – 45). These are complemen-
tary theories.
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Subjective and Objective Well-Being

We are now in a position to resolve the puzzle that appears in many of these studies—the
recurrent finding in several countries that subjective life satisfaction or sense of well-being
is more or less unrelated to objective conditions or the level of living (cf. Allardt, 1977;
Inglehart, 1977; Argyle and Martin, 1991).

To deal with each major pattern of behavior—family, work, consumption, community
participation, and political orientation—separately is to ignore their interaction over the life
cycle. When we focus on these interlocking cycles of “career” (work and its rewards), con-
sumption (and related debt), family life, and participation as they vary by group over time,
we find that the objective conditions of living are closely connected with a variety of mea-
sures of life satisfaction and discontent. To understand the connections, however, we need
a sense of the flow of time not only in the structure of societies but also in the biographies
of persons variously located.

Subjective satisfactions and discontents are anchored in changes in family composition,
consumption pressures, job patterns, income flows, and debt loads as they interact and vary
over the life cycle. The imbalance between aspirations and rewards is most oppressive
among displaced homemakers (divorced, separated, widowed), young couples with pre-
school children, and the aged, especially solitary survivors with limited income. However,
as one would expect, the minority of more affluent, secure, and educated elites, blessed with
challenging careers, evidence a higher level of morale over the life cycle and a somewhat
different morale curve—less of a drop (and in some cases a boost) for couples with pre-
school children; hardly any drop for older couples and lone survivors. Elites and masses alike
are thus responding to objective life circumstances most of the time.

�egarding public opinion and issue-specific attitudes, there are both stable structures of
opinion and feeling common to all rich democracies and substantial national differences, both
short term and long term. The similarities can be explained by the convergent tendencies
mentioned at the outset in education, family structure, work and stratification, the welfare
state, and the minority group thrust for equality. As we shall see in chapter 10 (on backlash),
there is a fairly stable structure of issue-specific public opinion that varies little across na-
tions—for example, the popularity of pensions and national health insurance, the unpopular-
ity of public assistance to the nonaged poor, property taxes on households, and income taxes.

The national differences in short-run public opinion and fluctuations in “values” can
be explained by short-run differences in economic performance and politics; the long-run
differences by differences in types of political economy—national bargaining arrangements
discussed in chapter 2—and related public policies. In fragmented and decentralized po-
litical economies most vulnerable to mass-society tendencies, there often appears to be no
stable organization of attitudes for many issues other than the welfare state; modern masses
in these countries increasingly respond to their perception of immediate economic cir-
cumstances and their leaders’ shifting political agendas as amplified by the mass media.

Whatever the similarities of issue-specific opinions and whatever the short-run fluctu-
ations, however, rich democracies display sharp differences in the way they channel public
opinion and shape mass political behavior. Those differences in mobilizing structures—gov-
ernments, political parties, interest groups, mass media—account for national differences in
the volatility of politics, public policy, and public opinion (see chap. 11).11
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If we had good cross-national data on family types and the life course, we would prob-
ably find substantial national differences in the amplitude and timing of the participation
and morale curve. For public policies can ease the strains reflected in the morale curve.
Investment in education, training, and job creation and placement can reduce unemploy-
ment and increase the productivity and incomes of young workers: chapter 2 notes na-
tional differences in active labor-market policies and unemployment; chapter 12 assesses
the role of education and related policies in economic performance; chapter 13 reports
data on job creation. Our 19 countries differ greatly in their family policies—for instance
in public support for child care, parental leave, flexible retirement, and child allowances;
chapter 7 analyzes their sources. Chapter 14 (on mayhem) analyzes their effects. �ich
democracies also differ in the generosity and scope of policies focused on the aged; Part
II on the welfare state and social policy deal with these. Obviously social security and re-
lated policies shape the degree to which the aged have sufficient income and opportuni-
ties to work at least part-time; and both an active labor-market policy and a family pol-
icy can ease the life cycle squeeze for young parents and make the morale curve and
participation in community life look more like those of the upper-middle class. A final
chapter gauges the degree to which any of these policies are transferable to the United
States.

We lack the cross-national studies of life satisfaction necessary to link variations in pub-
lic policies to life cycle stresses. The best comparative study of general life satisfaction shows
substantial differences among cross-sectional samples in the nine EEC countries studied in
1976. On various measures, Denmark and the Netherlands led in average satisfaction while
France and Italy were at the bottom.12 Where life satisfaction was lowest, feelings of social
injustice were strongest. Although Sweden was not included, its social policies and out-
comes are closer to those of Denmark and Holland than to those of France and Italy. Crude
age breakdowns, however, do not permit inferences about family life cycle variations
(Commission of the European Communities, 1977, pp. 46 – 54).

A Postscript on Political Generations

In their accounts of the mid-1960s revolt, most American sociologists, anthropologists,
and to a lesser extent political scientists were profoundly parochial. They attributed the
outburst to the alienation of workers and students from a uniquely oppressive Ameri-
can political regime, the Vietnam War, or both. Even a little systematic comparison
would tell them that American citizens were and are far less alienated from their soci-
ety and political system than citizens of Italy or France (let alone those of the former
Soviet empire); that the counterculture was bursting forth with varying amplitude dur-
ing the same short period, 1965 – 71, in countries as diverse as Sweden, France, Belgium,
Japan, Italy, Germany, and the U.S.; that it often took the form of ethnic, religious, lin-
guistic, or racial militancy in movements dominated by teachers and college students (a
good review of this part of the evidence is Allardt, 1979); that it varied in intensity by
the size of the baby-boom cohort reaching college or the labor market (society was like
the proverbial python that swallowed a pig and suffered indigestion); and that it was
everywhere compressed into less than six or seven years. The counterculture cried out
for an explanation rooted in cross-national observation rather than the navel-gazing so-
ciology of the period.
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For what was happening in all the rich countries having enough freedom of association
to permit organized protest was a convergence of several powerful forces peaking in the
1960s:

. Mass education expanded apace, especially at the postsecondary level (a bit earlier
and more vigorously in the U.S. but quickly followed by other modern societies).

. The expansion of education was a response to the postwar baby-boom cohort
born 1946 – 60 and to the rising demand of their parents for more educational opportu-
nity. Schools and then colleges became overloaded.

. Unusually swift economic growth 1950 – 65 enhanced mass appetites for a better
life at the same time that social-political movements for minority rights gave urgency to
the thrust for equality, for expanded opportunity. But, more important, just prior to the
outbursts of the mid-1960s, college opportunities expanded at a rate much faster than
opportunities for good jobs that could accommodate the baby-boom cohort, especially
ethnic minorities among them, leaving many of the most ambitious and energetic with a
sense of betrayal, ready to scream “discrimination” or “false promises.”

The demonstration effect of U.S. student protests amplified by television may have rein-
forced these convergent structural shifts among other rich democracies.

At the time, I was amazed at the projection of this brief moment of history onto the
large screen of “postindustrial society” and “postmaterialist values.” This trendy social sci-
ence led to an extraordinary overestimation of the power of the counterculture in Amer-
ican politics. Among Democratic politicians whose staff had read of this alienation and
rising “postmaterialism,” many believed that there was a huge pool of voters of counter-
cultural persuasion that could be tapped to win the American presidency. Such political
fantasies guided Democratic presidential nominee George McGovern (whose campaign
manager was the yuppie philosopher of “new issues,” Gary Hart) to the biggest defeat in
post–World War II history. Among intellectuals, a stream of research from Samuel Hunt-
ington (1974) to �onald Inglehart (1977, 1990), following leads in David �iesman’s The
Lonely Crowd (1950) and Daniel Bell’s The Coming of Post-Industrial Society (1973), con-
cluded that postindustrialism had spawned a shift in basic values (discussed above) leading
to a new politics.

There may be some political generation effects that are long lasting. Efforts to locate
them empirically, however, suggest that they are rare. Connections between political events
in the coming-of-age years and present political and social orientations and behavior have
been found for very small groups of activists or elites (Marwell, Aiken, and Demerath,
1987; Jennings, 1987). But they are generally both weak and limited in duration. For in-
stance, analysis of college-educated Vietnam campus protesters and nonprotesters based on
a national three-wave panel study of young adults surveyed in 1965, 1973, and 1982,
showed that the activists mellowed during the period 1973 – 82, moving in a conservative
direction ( Jennings, 1987, pp. 380 – 381). More important, generational effects are typically
absent for mass populations (Converse, 1976; and Converse’s reply to Abramson, 1979).
Where they are visible, they fade, sometimes quickly. For instance, a well-designed study
based on national data gathered both before and after the war with Iraq provides a neat
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test of the enduring effects of youthful experience (Schuman and �ieger, 1992). The au-
thors compared the attitudes toward the Gulf War of the Vietnam generation with attitudes
of the World War II generation. As we might expect, the Americans who grew up dur-
ing or in the aftermath of World War II found analogies to that war attractive when they
were applied to Iraq’s invasion of Kuwait, while those whose youth was influenced pri-
marily by Vietnam found the Vietnam analogy more relevant. What is most important,
however, is that within months the Vietnam generation swung over to support of the new
war. Schuman and �ieger conclude, “�ather than past experience controlling the present,
the present controlled the past, as most Americans of all generations came to accept the
analogy to World War II—an analogy that justified massive military action against an
enemy that was almost unknown a few months earlier” (ibid., p. 325).

As Frederick Weil (1994, p. 415) suggests, for there to be political generation effects the
events must be strong, compressed in time, and not overtaken by subsequent contrasting
events; and what one predicts from the dramatic events of the cohort’s youth must be rel-
evant to those events. In a rare comparative study of political generations, Weil contrasts
the post-1945 attitudes of cohorts socialized by the Nazi regime and the post-1989 atti-
tudes of cohorts socialized by the East German communist regime. He found that the Nazi
cohort lagged initially in embracing the new West German democracy after 1945 or 1949.
But within 10 to 15 years their attitudes converged with the prodemocratic views of other
cohorts as they observed the impressive performance of the new regime in both interna-
tional and domestic economic affairs; the experience of the new overcame the memories
of the old. Similarly, there were cohort effects in Eastern Germany in the three years stud-
ied after the fall of communism. But the effects are weaker. Weil explains: (1) “East Ger-
man communism was a weaker generating event than Nazism, (2) it was more spread over
time, (3) it is harder to ask interview questions about communism than the personalistic
Nazi regime” (p. 415). Thus, even though East German attitudes were measured almost
immediately after the fall of the regime, cohort effects were not as strong in post-1989 as
they were in the West Germany of 1945 – 55.

In short, if they are to persist at all, the effects of a political generation must be very
strong, rooted in a rare conjunction of political and economic circumstances, events that
are dramatic, if not traumatic. Even then, as the cases of Nazism and the American coun-
tercultural Vietnam generation suggest, the effect fades with new experience, new events.
Life cycle effects, however, are universal, are recapitulated in only slightly modified form by
everyone, and are more predictable.

Conclusion: Let’s Drop 
“Postindustrial Society” from Our Vocabulary

�elative to the older issues of “industrial society” (economic performance, equality, polit-
ical order, and safety), postindustrial goals are not urgent mass demands. If after a quarter
century of surveys since Daniel Bell announced The Coming of the Post-Industrial Society we
still have to strain and stretch for evidence of these value shifts, if the Silent �evolution has
not become more audible, perhaps we should abandon the phrase entirely. We should in-
stead concentrate on changes in values and beliefs that can be more precisely anchored in
major structural changes and for which the data are less ambiguous. Changing values an-
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chored in real long-term shifts in social structures that have political import include the
thrust for gender equality (a product of increasing rates of women’s labor-force participa-
tion and declining fertility rates) and minority-group equality (a product of industrializa-
tion and democratization including the spread of the franchise and civil rights movements),
and the continuing demand for security and welfare-state protections. The political restive-
ness of the middle mass is a product of changes in the occupational structure and the trend
toward mass taxes; it varies in intensity with government policies on types of taxing and
spending (see chap. 10) and labor-market policies (chaps. 2 and 18). The rise in environ-
mental consciousness is perhaps another enduring change (a product of the interaction of
education, science, population growth, and industrial pollution). And an ambivalent yearn-
ing for both community and individual freedom continues to provide cultural contradic-
tions in modern societies. All of these shifts in structure and concomitant shifts in values
have been in process for more than a century. There is nothing “postindustrial” about
them.

Even the supposedly postindustrial environmentalism of �achel Carson’s Silent Spring is
a continuous development from two strands of the “industrial” environmentalism of 100
to 120 years ago. Environmentalists such as John Muir, founder of the Sierra Club in 1892,
the Pennsylvania reformer Gifford Pinchot, and President Theodore �oosevelt pushed re-
forms to preserve and conserve the land; they argued for sustainable development as well
as the preservation of beauty. Urban environmentalists such as Jane Addams campaigned
against the pollution and poisoning of workplaces and neighborhoods. Then as now upper-
middle-class women were prominent in environmental movements. These were not mere
precursors of postindustrial Greens; they led active movements that accomplished much.
Like their successors they were responding to the effects of continuing industrialization.
Perhaps the main difference between the “new” and the “old” environmentalism is
that today’s Greens are more ideological and attack pollution globally while yesterday’s 
settlement-house workers were experiencing pollution firsthand in the factories and slums
where they worked. (Cf. Gottlieb, 1993; Shabecoff, 1993.) One can argue that the envi-
ronmentalists of today pay less attention to scientific knowledge than their predecessors did
(Ames and Gold, 1995 and my chap. 15). A final sign that public concern about the envi-
ronment may have little to do with affluence, let alone postindustrialism, comes from a re-
cent ranking of 39 countries by scores on an environmental protection index (four survey
questions about the urgency of environmental protection and the willingness to pay more
taxes or sacrifice income to fight pollution). Six of the top 11 in environmental con-
sciousness are nonrich countries (South Korea, �ussia, Turkey, Czechoslovakia, China,
Mexico); 14 of the top 22 are nonrich. Of the 17 countries showing the least mass support
for environmental protection, 10 are rich democracies (Britain, Canada, West Germany,
the U.S., Austria, Northern Ireland, Ireland, Belgium, Italy, France). (Inglehart, 1995, p.
61, table 4.) That less-developed countries have far more pollution than rich countries
(Goklany, 1995) may account for their tendency toward environmental consciousness.

These weaknesses in the theory of postindustrial culture may explain why, when schol-
ars have entered postmaterialist or similar values into mulivariate analyses of political be-
havior or economic performance, they find that such values are of little or no importance.
For instance, in a 16-country study, Franklin, Mackie, and Valen (1992) show that postma-
terialism predicts nothing of electoral volatility from the 1960s through the 1980s nor does
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it help explain left voting or voting for new parties. Jackman and Miller (1996) found that
Inglehart’s version of political culture had nothing to do with voter turnout from 1981 to
1990, political democracy, or economic growth rates. In 1975 (pp. 28 – 49) I showed why
neither elite nor mass attitudes explain national variations in social spending (see also chap.
5 below), although if values are anchored in powerful mass-based political parties (e.g.,
Catholic or left), they have some influence. In following chapters I show why political cul-
ture and public opinion cannot explain national differences in tax-welfare backlash (chap.
10), party decline (chap. 11), or crime rates (chap. 14).

In sum: The theory of postindustrial society and postmaterialist culture can explain nei-
ther the structural uniformities of modern society captured by convergence theory nor the
national differences captured by theories of democratic corporatism and the mass society. Its
depiction of structural changes is superficial: the service sector is too heterogeneous to de-
scribe occupational and industrial trends; the idea of technocratic dominance is overblown
and misses big national differences in the location and role of experts and intellectuals. As for
postindustrial values, they apply to a small population, a minority even of college students.
That these attitudes fluctuate so much with shifting economic conditions and political agen-
das casts doubt on the idea of a basic shift toward postmaterial values. The literature docu-
menting such shifts is plagued with problems of survey validity. It goes up against a heavy
weight of evidence showing that older issues of security, equality, civic order and crime, and
economic growth and stability are dominant in the politics and mentality of modern popu-
lations; that cohort effects are weak to nonexistent; that political generational effects are rare
and soon fade away; that family life cycle, if carefully delineated, has an impact across a wide
range of attitudes and behavior. Most important, differences in national mobilizing structures
shape both mass and elite responses to the dilemmas and problems of modern life.

Notes

This chapter is an elaboration and update of my critique of ideas about postindustrial structures
and “postmaterialist” values in Wilensky (1981b, pp. 235 – 237, 255 – 262). I am grateful to Val Lor-
win and Olaf Palme for critical comments on the first version.

1. Thus Bell (1973, 1976) and Galbraith (1967); their work draws on themes in Weber,Veblen,
Schumpeter, and Burnham. For more empirically grounded arguments regarding such trends, see In-
glehart (1977 and 1990 and citations therein).

2. The Dunlop �eport (U.S. Commission on the Future of Worker-Management �elations,
1994, chap. 1) presents a useful summary of these trends and their policy implications.

3. Inglehart notes that he gets less stable results from his 4-item index than from the 12- or 8-
item index (1990, pp. 127, 131; Inglehart and Abramson, 1994, p. 339) but uses the short index much
more often and generally reports results as if there is no difference.

4. The countries are Great Britain, France, West Germany, Italy, the Netherlands, Belgium, Lux-
embourg, Denmark, and Ireland.

5. In the strange congressional debate of 1995 on the merits of enshrining an economic theory
in the U.S. Constitution, the Balanced Budget Amendment, its advocates invoked a poll showing 79%
support for the idea. However, when the same respondents were asked a second, more concrete (and
realistic) question, “Do you favor a balanced budget amendment even if it means cuts in Social Se-
curity?” support dropped to 32% (New York Times, Feb. 28, 1995). Chapter 10 analyzes the difference
between abstract ideology and issue-specific attitudes regarding the welfare state, taxes, and spending.
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6. A similar conclusion comes from a review of many studies of American mass attitudes from
the early 1950s through the early 1970s. Americans of every age cohort and every educational, oc-
cupational, and class level rank two goals at the top of their concerns, and the rankings show re-
markable stability: first, family well-being and security; second, improving their standard of living—
meaning their economic well-being (Hamilton and Wright, 1986, chap. 3).

7. This section summarizes and updates Wilensky, 1981b, pp. 255 – 262.
8. Mayer reports that where cohort has most effect (survey questions on premarital sex), it ex-

plains only about 25% of the change in U.S. attitudes (1992, p. 159).
9. A recent study of mental illness (Kessler et al., 1994) using a large national sample (N � 8,098)

interviewed in 1990 – 92 is consistent with the morale curve: it shows a concentration of psychiatric
disorders, broadly defined, among low-income persons age 25 – 34. But in this study women do have
an edge but not in life satisfaction; they top men among the 14% of the sample showing severe pile-
ups of mental disorders at age 25 – 34.

10. This study does not permit a test of whether a slump in voting rate occurs when noncollege
couples have preschool children and a poor income/needs ratio. One would not expect there to be
much of a slump, however, because young singles start from such a low base to begin with.

11. What issues parties and governments use to mobilize public opinion will also shape the
“what’s important” responses in surveys. Political context counts. For instance, there have been wild
short-term swings in survey responses concerning “the #1 problem facing the nation” in the coun-
try with the biggest drug problem, the USA. In September of 1989, 43% of a U.S. cross section
named drugs the nation’s #1 problem; in July 1990 only 13% did (Wall Street Journal/NBC poll,
Wall Street Journal, July 13, 1990). In those 10 months the problem of drugs and related violence did
not change; the pollsters suggested that the shift “demonstrated people’s despair.” It more likely re-
flected the many TV docudramas and news “analyses” that exposed (or exaggerated) the problem
and the success of political demagoguery surrounding it in 1988 – 89. The media and the Bush ad-
ministration turned their rhetoric to other issues in 1990.

12. A recent 10-country study of life satisfaction, which did not include Denmark and France,
similarly showed that the Netherlands led all countries in life satisfaction while Italy was at the bot-
tom among the six rich democracies studied. Life satisfaction was closely associated with objective
living conditions. That is why Slovenia, �ussia, and Hungary rank very low. (Veenhoven and Saris,
1996.) A similar picture emerges from a single survey question asked by the International Social Sur-
vey Program in 1991 in 8 of our countries. “If you were to consider your life in general these days,
how happy or unhappy would you say you are, on the whole—not at all, not very, fairly, very?”
Twenty-two percent of both Italians and Israelis answered “not at all” or “not very happy,” close to
the unhappy responses of East Germans and the depressed responses of Slovenes and Hungarians. The
least happy of respondents in all countries were the least attached—the unemployed, the divorced,
widowed, or separated, and the least educated. (Blanchflower and Freeman, 1997.)

Wilensky_CH04  3/14/02  1:47 PM  Page 208



  

THE WELFARE STATE 
AND SOCIAL POLICY

The rest of this book applies the three theories I find most useful to a wide range of prob-
lems rich democracies confront and policies they pursue. Throughout I use convergence
theory to locate and explain similarities among advanced industrial societies, pushing this
idea as far as it can go. To explain remaining differences among our 19 rich democracies,
I use types of political economy. These types are generated by combining cumulative power
of mass-based political parties, mainly Catholic and left, with national bargaining arrange-
ments—democratic corporatism, corporatism-without-labor, and the decentralized and
fragmented systems most vulnerable to mass society tendencies (see chaps. 2 and 3).
Throughout I attempt to synthesize the useful parts of the theories discussed in Part I.

The five chapters of Part II explain the development of the welfare state, patterns of
spending, taxing, and social policy, with special attention to national differences in sector
spending and program emphasis, family policy, bureaucratic efficiency and bloat, and means
testing. The focus is on the specific ways in which rich democracies converge and the
structural and ideological sources of differences among them. Part III analyzes system out-
puts—what all this spending and taxing means for human welfare.
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5

THE WELFARE STATE
Convergence and Divergence

The essence of the welfare state is government-protected minimum standards of income,
nutrition, health and safety, education, and housing assured to every citizen as a social right,
not as charity (Wilensky, 1965, p. xii). In the abstract this is an ideal embraced by both po-
litical leaders and the mass of people in every affluent country, but in practice and at high
levels of development it becomes expensive enough and evokes enough ambivalence to be-
come the center of political combat about taxes, spending, and the proper role of govern-
ment in the economy. In public expenditures, the welfare state is about two-thirds to three-
quarters of what modern governments do. The core programs of the welfare state, often
subsumed under the general heading of “social security,” have taken the form of social in-
surance against the basic risks of modern life: job injury, sickness, unemployment, disabil-
ity, old age, and income lost due to illness, shifts in family composition, or other random
shocks (wars, depression, recessions). Because the welfare state is about shared risks cross-
cutting generations, localities, classes, ethnic and racial groups, and educational levels, it is a
major source of social integration in modern society. Because it lends a measure of stabil-
ity to household income, it has also been an important stabilizer of the economy in the
downswings of the business cycle especially since World War II.

The welfare state is at once one of the great structural uniformities of modern society
and, paradoxically, one of its most striking diversities. In the past century the world’s 22
richest countries (our 19 rich democracies and three countries that became communist,
Czechoslovakia, East Germany, and �ussia), although they vary greatly in civil liberties and
civil rights, have varied little in their general strategy for constructing a floor below which
no one sinks. The richer these countries became, the more likely they were to broaden the
coverage of both population and risks. At the level of economic development they achieved
in the past 30 years, however, we find sharp contrasts in spending, taxing, and the organi-
zation of the welfare state and, of course, in the politics of the welfare state.1

This chapter uses convergence theory to explain broad similarities in welfare-state devel-
opment and corporatist theory—variations in types of political economy—to explain re-
maining differences among countries equally rich. (Chaps. 7, 8, 9, and 10 deal with the pol-
itics of the welfare state.) There has been much confusion in the welfare-state literature
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regarding economic vs. political vs. cultural (or ideological) determinants and effects of 
welfare-state development. Students who have done systematic cross-national studies of 
welfare-state development have used widely different samples (number of countries, range 
of development), different objects of explanation (aggregate social spending, sector spending,
particular social and labor-market policies, program initiation, program expansion), and dif-
ferent measures of both independent and dependent variables; they have inevitably come to
somewhat different conclusions about causation.2 (For a review of these studies, see Wilen-
sky et al., 1985; Hicks and Misra, 1993; and Huber, �agin, and Stephens, 1993.) Then a sec-
ondary literature of criticism—sometimes called “theory”—proliferated, especially from the
mid-1970s on. The critics tend to group and label the systematic studies in ways that ignore
the differences in samples, variables, and measures and thereby distort findings; they exagger-
ate both theoretical and empirical differences among the more serious studies, picturing them
as warring “camps”; they obscure convergent findings as well as complementary theories.3

Determinants of Welfare-State Development

In The Welfare State and Equality I suggested that convergence theory works well for the
time span of a century and the range of development embraced by Sweden and Tunisia,
Denmark and Bulgaria, the United States and India. But at the level of affluence of the
richest 22 countries we find both convergence and divergence. Using social security as a
test case, I showed that, on the one hand, whatever their political and economic systems or
dominant ideologies, the rich countries converge in types of health and welfare programs,
in increasingly comprehensive convergence, and to a much lesser extent in methods of
financing. They all develop the same seven or eight programs. The fraction of national re-
sources devoted to these programs climbs (eventually at a decelerating rate) and so do the
taxes necessary to support them.

Whether we look at many countries at different levels of economic development at one
cross-sectional moment or compare several countries over time, these trends toward in-
creasing social expenditures are evident. For instance, comparing 64 nations in 1966, wel-
fare effort (social security/GNP) varied consistently by economic level: average spending
went up from 2.5% for the poorest quartile, to 4.0% for the next quartile, to 10.1 for the
second quartile, to 13.8% for the richest quartile (Wilensky, 1975, p. 19). The correlation
between economic level and social-security effort was .67.

Or if we concentrate on our 19 rich democracies from 1950 to 1986, we see that so-
cial spending as a percentage of GNP climbed in every country from 1950 to 1980, al-
though the rate of growth varied (see table 5.1). After the mid-1970s in a few countries
and after 1980 in all countries the rate of expansion of social programs slowed and in a few
countries it has leveled off (e.g., Italy, Israel).4 Whether researchers use the broad defini-
tion of aggregate “social security” (including health care) of ILO in table 5.1 or OECD
data (which adds education and benefits in kind) or other sources (e.g., the Luxembourg
Income Study), they have reached the same conclusions regarding trends (see appendix C,
table 5C.1; Lindert, 1996a, 1996b; Alber, 1988; Brown, 1988; Hicks and Misra, 1993).

Because these trends are so similar—with every industrialized democracy showing rapid
growth in aggregate social spending as a fraction of GNP or GDP from 1950 to 1980, then
sooner or later slowing down or leveling off in the 1980s and beyond—the rank order of
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welfare effort (SS/GNP or GDP) remains quite stable, with few exceptions.5 Only 6 of the
19 countries in table 5.1 moved up or down more than three ranks from 1966 to 1986.
Austria moved down from first in 1966 to seventh in 1986, West Germany moved down
from second to eighth—although the burden of incorporating East Germany into the Ger-
man welfare state since 1989 has moved Germany up again. Only Norway, Sweden, Den-
mark, and Ireland moved sharply up in the rank order of social spending. Norway, with
uniquely abundant oil revenues, moved sharply up from twelfth to second (some of this is
an artifact of changed definition, but there is no doubt that its spending moved from below
average to much above average), the others less sharply—Sweden from seventh to first, Ire-
land from fourteenth to ninth. Clearly the universal effort to restrain social spending in the
recent period of austerity was variably successful.

Finally, if we compare the four top welfare-state leaders (or, if you prefer, profligate
spenders) with the four bottom welfare-state laggards (leanest spenders) in 1950, 1966, and
1980, we see substantial convergence in welfare effort (SS/GNP) from 1950 to 1966, but

 . Social spending as a percentage of GNP for nineteen rich democracies, 1950 – 86a

aSocial-security spending, broadly defined (but excluding education) as a percentage of GNP at fac-
tor cost. Based on ILO, The Cost of Social Security, various years. Different measures yield very similar
rank orders and trends. See Appendix C for discussion and comparison of Luxembourg Income Study
(LIS) Aggregate Statistics File, SS/GDP at market prices, and OECD Social Data Bank, SS/GDP.

bBased on LIS data for 1986, which are not comparable with other years, especially for Italy, and to a
lesser extent, Australia and Norway. The rank order, however, is probably accurate. See appendix C.
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very little convergence thereafter. �atios of the average social-spending share of the top four
to the average of the bottom four in 1950 was 3.00; in 1966, 2.67; in 1980, 2.64. If, how-
ever, we use the European Community’s broader estimate of “social protection” (includ-
ing education, housing, or rent supplements, and some active labor-market policies) for its
12 member countries (including Portugal, Greece, and Spain), we find continued conver-
gence in social spending as a GDP share or per capita. From 1980 to 1991, social spend-
ing grew in all 12 countries, but the differences between the less affluent countries and the
most affluent declined. The coefficient of variation in the ratio of social protection ex-
penditure to GDP, which measures divergence from the average, was 0.25 in 1980 but only
0.15 in 1991. Similarly the average benefit per head in constant prices increased by a range
of 60% to 100% in Portugal, Italy, Greece and Spain; it grew by only 15% to 25% among
several richer welfare-state leaders—Belgium, Germany, the Netherlands, and Denmark.
(Eurostat, 1995, pp. 42 – 43.)

The root cause of the general trend is economic growth and its demographic and bu-
reaucratic outcomes. Thus, economic growth has produced a large proportion of old peo-
ple—at once a population in need and a political force for further social-security develop-
ment. The main reason for this demographic trend is a marked decline in birthrates.
Leaving migration aside and assuming that death rates do not increase, every day the
birthrate declines, the proportion of people aged 65 and over creeps up. Big differences in
past trends in birthrates have produced sharp contrasts in the present proportion of aged
by level of economic development. As we have seen in chapter 1, other correlates of in-
dustrialization converge with demographic pressures to create both the political demand
for social spending and the resources to finance it. By changing the occupational structure,
economic development increases mobility opportunity, inspires rising aspirations for par-
ents and their children, and invites women into the labor force, thereby reducing fertility
rates while increasing family breakup rates. It also reduces the family’s will and resources
to care for aging parents and to meet the risks of invalidism, sickness, job injuries, and other
shocks (see figure 1.1 in chap. 1 on convergence).

The second reason for the universal expansion of social-security spending is simply the
age of the system—all systems mature and all government budgets are incremental, with
only an occasional leap forward and still rarer reversals. “As the years roll by, more of the
covered persons either reach retirement age or experience disability or the death of a work-
ing spouse; the mass of citizens press for higher benefits and expanded coverage for them-
selves and their dependent relatives; political elites see a greater need for programs; bu-
reaucrats entrench and cultivate budget, personnel, and clientele; while politicians,
bureaucrats, and the mass alike spread information about the programs, thereby encourag-
ing claims and reinforcing the demand for more” (Wilensky, 1975, p. 25).6

In short, as economic level climbs, the percentage of aged climbs, which shapes spend-
ing directly since the aged use a disproportionate share of the most expensive programs—
pensions, disability, and health insurance; with economic growth, the percentage of aged
goes up, which indirectly makes for the spread of social-security programs through the com-
plex bureaucratic-political process measured by “program aging” and this, in turn, is ex-
pressed in big spending. (Among subsequent studies confirming these findings on conver-
gence see Lindert, 1996a; Williamson and Pampel, 1993; Overbye, 1995; Alestalo and
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Uusitalo, 1992, pp. 44ff.; Huber, �agin, and Stephens, 1993, pp. 742 – 744; and for 50 states
of the USA, Dye and McGuire, 1992, pp. 319 – 322.)

On the other hand, at an advanced stage of affluence, we find momentous differences
in welfare effort, in the timing and speed of program expansion, in program emphasis, in
administrative style, and in the politics of welfare. By contrasting such “welfare-state lead-
ers” (or profligate spenders) as Austria, Germany, Sweden, the Netherlands, Belgium, and
France with such “welfare-state laggards” (or lean spenders) as Japan, the United States,
Canada, Switzerland, and Australia, I arrived at hypotheses to explain differences (even
some divergence) among nations once they have adopted the programs common to all.
The welfare state is most developed and supporting ideologies most powerful, I suggested,
when a moderately to highly centralized government is able to mobilize and must respond
to strong, centralized labor federations and centralized employer federations, a population
with only medium to low rates of social mobility, where the “middle mass” (upper-
working class and lower-middle class) does not perceive its tax burden as grossly unfair rel-
ative to that of the rich and upper-middle class and does not feel great social distance from
the poor, where the tax system has low visibility (e.g., least reliance on direct income or
property taxes and most reliance on consumption taxes such as the VAT and social-
security payroll taxes), the private welfare state is limited, and the military establishment,
modest—for example, during the cold war not above 6 or 7% of GNP (Wilensky, 1975,
chaps. 3, 4, and 5; 1976a; 1981c).

A complementary study not of aggregate social-security spending but of the timing of
program initiation and amendment, using 12 West European countries—compared to the
more diversified 19 of this study—was done by Flora and Alber (1981; cf. Flora et al., 1983).
Analyzing an unusual 100-year time series, they discuss the interplay of socioeconomic de-
velopment, regime type, and political mobilization. They find that dualist-constitutional
monarchies (Austria, Denmark, Germany, and Sweden) initiated social insurance schemes
earlier and at lower levels of socioeconomic development and political mobilization than did
the parliamentary democracies (Belgium, France, Great Britain, Italy, the Netherlands, Nor-
way, and Switzerland). Using a ratio of enacted to potential social-insurance legislation, Flora
and Alber find that until 1901, dualistic-constitutional monarchies had a realization rate of
63% while parliamentary democracies had a ratio of 21%. By 1914, however, the ratio of leg-
islative realization for democracies had caught up with the ratio for dualist-constitutional monarchies,
an impressive convergence.

In short, if we combine my findings on spending with those of Flora et al. on program
initiation, we come to this formulation: Where liberal democratic institutions developed
early (Great Britain, the United States, Canada, France, Switzerland, Norway, Belgium, the
Netherlands, and Italy) welfare-state development was somewhat retarded; parliamentary
democracy and expansion of the franchise provided legitimation, but at the same time their
liberal creed—with its emphasis on free markets, private property, minimum government—
discouraged state intervention in the market. Monarchical regimes, lacking either the le-
gitimation or the ideological constraint of liberal democracy, often facing militant labor
movements, had a greater need for and bureaucratic ability to institute the programs of the
welfare state. Thus Bismarck is counted as a pioneer of the welfare state. Once established,
however, the social-security systems of the prewar monarchies (Germany, Austria, Sweden,
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Denmark up to 1901) experienced the expansionary pressures of the system-aging process
earlier than the liberal democracies. The early democratizers not only brought stronger
anti-welfare-state ideologies and parties into mass democracy but also experienced the ex-
pansionary pressures of system aging later; they have remained welfare-state laggards (the
United States, Canada, Australia, Switzerland), although some convergence has taken place
in levels and types of spending. Among the early democratizers, the lag has been overcome
only when a Catholic party or parties acquired substantial, persistent power as in the
Netherlands, Belgium, and Italy (Wilensky, 1981c). The role of mass-based political parties
in welfare-state development—both left and Catholic—is explored later as we deal with
variations by type of political economy.

Because Flora and Alber did not include demographic data we cannot infer the relative
importance of population aging and these other forces from their analysis. In fact, the me-
dian percentage of the population 65 and over for the four dualist constitutional monar-
chies in 1901 was 7.4%; the median for 10 early democratizers was 6.2%—more evidence
that population aging must be added to regime type as a source not only of later social
spending but also as a determinant of the timing of program initiation (based on B. �.
Mitchell, 1981, tables B1 and B2; and 1993, pp. 1, 9; and U.S. Bureau of the Census, 1975,
Part I, p. 10).7

One significant qualification: While pensions, health and disability insurance, family al-
lowances and related family policies, job-injury insurance programs, and housing programs
hang together as a welfare-state package, higher education, because of its stronger merito-
cratic component, is different; it is generally negatively correlated with spending as a per-
centage of GNP for pensions, health care, work injuries, war victims, and family allowances.
Even per capita spending for postsecondary education shows no relationship to these other
programs. (See appendix D, tables 6D.1 and 6D.2.) Means-tested public assistance is also in-
versely related to the welfare-state package, because the latter is universal and categorical,
a matter of social right.8 Thus, the welfare-state laggards lead both in higher educational
effort (Wilensky, 1975, pp. 3 – 7; 1976a, 1982; Lindert, 1992, pp. 24 – 25) and in means test-
ing for the poor (see chap. 8 and table 8.3). Chapter 6 explores reasons for variation in sec-
tor spending among the rich democracies. Table 5C.2 in appendix C shows that housing
subsidies are positively correlated with aggregate social spending.

Ideology, Political System, and the 
Welfare State: The Case of Pensions

Are ideology and political system major sources of the patterns of taxing and public spend-
ing we label “the welfare state”? In my earlier work (Wilensky, 1975, pp. 18 – 49) I showed
that if we want to explain differences among nations around the world, we cannot go very
far with gross categories of political system (liberal democratic, authoritarian populist, au-
thoritarian oligarchic, or totalitarian) or with crude economic system (capitalist or market
economies vs. communist or command economies). I also showed that elite ideologies
measured by the belief in planning for equality and the belief in equality of opportunity
consistently add nothing to an explanation of welfare-state development and practice. In
fact, a veritable smorgasbord of values and beliefs have been invoked to justify welfare-state
expansion—equality and solidarity (left parties), economic efficiency (efficiency socialists
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like the Fabians), family security (center-left and center-right parties), harmony, consensus,
and community (Catholic parties and communitarians), social order, hierarchy, and the pre-
vention of revolution (center-right parties and authoritarian regimes), and more. Such di-
verse values cannot explain a common outcome, the establishment of seven or eight simi-
lar programs. The role of ideology in welfare-state development is best expressed this way:
In response to similar problems of providing economic and career incentives and main-
taining political order under conditions of the general push for equality, security, and social
justice and specific concerns about the aged, all rich countries develop a similar set of con-
flicting values and beliefs—welfare-state ideologies versus free mobility or success ideolo-
gies. In the short run, parties carry into power different blends of these ideological con-
tradictions, emphasizing one side or another; but in the long run, the balance of these
antinomies differs little among modern societies. The point is elaborated in chapter 10.

For the same reasons, there is a general convergence of social-security practice toward
dual systems of income maintenance for the aged. One provides a minimum pension,
which is egalitarian; the other, an earnings-related pension, which supplements the mini-
mum and which is inegalitarian. If, as in Great Britain, one starts with a tax-financed,
means-tested minimum pension providing flat benefits, one later adds either a contribu-
tory earnings-related supplement or an income-conditioned pension or both. If, like
Switzerland, one starts with a pension providing an earnings-related benefit, one later con-
structs a better floor under it by adding an income-conditioned minimum pension guar-
antee, similar to the systems of France, Italy, and the Czech �epublic. Subsequent research
confirms this picture of convergence toward dual systems. For instance, Niemelä, Salmi-
nen, and Venamo (1996) show convergence of the Dutch social-security system toward
the Nordic national insurance systems from 1945 to 1975 and then, as economic growth
slowed, a move of all toward a continental European model—toward the integration of
workers’ insurance and national insurance. Convergence in earnings-replacement levels and
in extension of coverage is more prominent than convergence in financing—for example,
Denmark’s pensions remain funded, Germany’s and the USA’s are mainly pay as you go
(ibid.; cf. Palme, 1990, pp. 67 – 69). Similarly, Myles and Quadagno (1994) compared the
policy trajectories of the United States and Canada as they expanded national coverage of
the aged. They show that Canada started with a flat means-tested pension benefit in 1927,
with uniform eligibility standards and benefits, accomplished universal coverage in 1951
(Old Age Security Act) by doing away with a means test for those over 70, but in 1965
added an earnings-related tier to the flat benefit. The United States, in contrast, started
with an earnings-related pension in 1935 (Old Age Insurance), plus a means-tested so-
cial assistance program for the elderly poor under local control (the Old Age Assistance
Act). But through major reforms in the late 1960s and early 1970s the United States not
only enriched the earnings-related pension, it also added a national minimum benefit
through the means-tested Supplementary Security Income (SSI) program. Although these
two welfare-state laggards converged toward a dual system, the legacy of past timing in
program design is still apparent: the Canadian income programs for the elderly, starting
with the flat-rate concept, evolved into a system that provides a social safety net superior
to America’s but the United States, starting earlier with an earnings-related concept, now
has a wage-related retirement pension superior to Canada’s. Similar conclusions about in-
stitutional legacies appear in a broader study of 18 OECD countries (Palme, 1990, p. 150).
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Again, program aging shows its effect: if you start down one of these two roads, its legacy
will appear decades later even when you take a turn toward a dual strategy (Wilensky,
1975, pp. 105 – 107). Convergence is a slow process.

Finally, in the most thorough up-to-date test of the dual income-maintenance theme
Einar Overbye (1994) shows that among 18 developed countries (including 16 of our 19
as well as Iceland and Spain), whenever they started their pension systems, and whatever
their departure point, they have moved toward a common destination, with only two or
three clear exceptions. Figure 5.1 specifies the policy trajectories of these countries since
1889 when Germany instituted its compulsory earnings-related scheme. Figure 5.2 traces
the sequence of changes—a kind of natural history—that so far has brought almost all of
them to today’s dual strategy: they insure the working population through contribution-
based earnings-related schemes designed to preserve among pensioners the income differ-
entials of their working lives (the hierarchical-meritocratic impulse) while they ensure that
marginal groups (nonworkers, low-income self-employed) receive an income-tested mini-
mum (the egalitarian-universalistic-humanitarian impulse).

As figure 5.1 shows, the central tendency of the first strategy—secure a minimum stan-
dard for all the aged through a tax-financed income- or means-tested flat-rate pension—is
toward the later addition of compulsory earnings-related supplements. This is the route fol-
lowed by the Anglo-Saxon and Nordic democracies. The central tendency of the second
strategy—provide income maintenance by either tax-subsidized voluntary pensions or com-
pulsory earnings-related pensions—is toward the later addition of a universal flat-rate, tax-
financed minimum pension. This is the route followed with minor variations by non-
Nordic continental European democracies. The two points of departure are illustrated by
two extreme and deviant cases: Denmark, which started early and stuck to minimum pen-
sions, and Germany, which also started early and is the only clear case that stuck to com-
pulsory earnings-related schemes without a flat-rate minimum supplement. Germany’s 1889
insurance approach to social security at first targeted industrial workers with a pension 
benefit linked to earnings, financed by contributions from workers, employers, and the state.
That system was gradually extended to other large occupational categories—white-collar
workers, civil servants, and ultimately the self-employed. Most West European countries on
the continent, like the old Soviet Union, are variations on the German theme. A few—
Belgium, France, Italy, and Spain—started with state-subsidized voluntary insurance for in-
dustrial workers but later made them compulsory or replaced them with earnings-related
public pensions for added occupational categories or both. All but Germany itself later con-
verged toward a dual system by adding a flat-rate pension for old people with no employ-
ment record. (See figure 5.1.) Germany remains only a partial exception: it created a func-
tional equivalent to a flat-rate universal pension by strengthening the legal entitlement to
social assistance benefits (like SSI in the United States), and in 1972 it made it possible for
housewives to voluntarily join the pension scheme (Alber, 1986, pp. 23, 43, 106 – 107).
Today, most of the groups who tend to lose out in a contributory earnings-based system
are, in fact, treated by the German state as if they had contributed—for example, students,
registered unemployed, and parents who stay home and tend to small children. And pen-
sion rights are divided between spouses in case of divorce. It is de facto convergence.

In contrast, Denmark’s old-age pension scheme in 1891 was purely tax financed and
provided only a means-tested minimum pension; it was targeted to low-income people, in-
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cluding the very large agrarian population. Agrarian interests generally push for extension
of coverage rather than higher earnings-related pensions favored by urban Social Democrats
(Salminen, 1993, pp. 366 – 371). That Denmark continued until 1990 to rely on flat-rate
citizens’ pension may be explained by the long-term political influence of self-employed
farmers in a country with an unusual number of small- to medium-sized enterprises, a force
against urban-oriented occupational or industrial pensions, German style; and by successive
increases in the threshold for the minimum pension so that a majority of the aged qualify.
Again, Denmark is the exception that proves the rule, because by the end of 1991 most
workers had finally achieved collectively negotiated earnings-related pensions advocated by
the unions, although they were not state guaranteed (Overbye, 1994, p. 164).

The two roads to convergence appear in figure 5.2. The countries that followed the
1889 German lead, with contribution-based earnings-related schemes for industrial work-
ers, were pressured by uncovered groups for inclusion. Whatever their initial sentiments
about state intervention, the middle class, the urban self-employed, and ultimately the farm-
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Figure 5.1. Pension policy trajectories: convergence toward a dual system of income security for
the aged among eighteen countries
Source: Based on Overbye (1994). Cf. Wilensky (1975, pp. 40–42), Gordon (1988), Palme (1990), and 
Salminen (1993).
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ers all came to view the partially state-financed workers’ pensions as a special privilege; they
insisted on parallel schemes for themselves. Governments responded by extending coverage
or setting up parallel schemes for other occupational groups until vast majorities were cov-
ered. Pensioners and their families in the few countries that began with voluntary occupa-
tional pensions (figure 5.1) found them unreliable as the economy swung through cycles
of inflation and depression; they demanded more secure compulsory insurance. Along the
way the remaining groups left out, mainly the aged poor, were covered by tax-financed
supplementary benefits. The political dynamics varied from country to country, but both
center-left and center-right coalitions played their part in expanding coverage and increas-
ing benefits. What began as a Bismarckian welfare counterpunch to the rising threat of
labor movements and Socialist parties ended up as a near-universal coverage of all the aged,
a welfare counterpunch to all politically restive groups.

Countries that followed the 1891 Danish lead, initially adopting a means-tested mini-
mum pension, faced the same pressures from uncovered groups. They gradually softened
or in some cases abolished means testing; they moved toward tax-financed, flat-rate, basic
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Means-tested 
minimum pensions

Softening of means-
testing; moves toward 
simpler income tests;
introduction of flat-
rate basic pensions

Introduction of 
compulsory 

earnings-related 
pensions

Basic pensions 
are scaled back;

emphasis on income-
or means-tested

supplements 

“Insure the working
 class” approach

(Continental Europe)

Income maintenance schemes for
the industrial working class

Similar schemes
for other segments 
of the work force

Means-tested minimum
schemes for marginal 
workers (and/or the 

self-employed)

Working population “insured” through 
earnings-related income maintenance schemes;

marginal groups through income-tested 
minimum schemes

Figure 5.2. Typical stages in pension development: a natural history of convergence toward 
combinations of meritocratic and egalitarian-humanitarian principles
Source: Based on Overbye (1994). Cf. Wilensky (1975, pp. 40–42), Gordon (1988), Palme (1990), and 
Salminen (1993).
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pensions, increasing their generosity; they then responded to the essentially meritocratic de-
mand for income maintenance in the retirement years by adding an earnings-related
scheme financed by contributions or earmarked revenues. Although data do not permit a
precise analysis of means testing vs. income testing, the general tendency among all but the
Anglo-American democracies is away from elaborate, stiff means tests, English Poor Law
style, toward simple, less visible, less intrusive income tests (see chap. 8 on the welfare mess
for the Anglo-American exception).

If the forces that drive convergence—increasing affluence as rich countries get richer, the
concomitant changes in family structure and gender equality, the aging of both the popula-
tion and social-security systems with their bureaucratic momentum, changes in social strati-
fication and mobility—remain strong, the dual system will extend to the deviant cases of Den-
mark and Germany.9 Denmark will extend and guarantee an earnings-related supplement and
Germany will further strengthen its minimum floor. All rich democracies now have pension
systems that reflect the never-ending tension between meritocratic-hierarchical principles and
egalitarian-humanistic principles. Institutional legacies do leave their mark decades later but
the convergence of all toward a dual pension system is the main story.

A Crisis of the Welfare State?10

Since the early 1970s there has been recurrent talk of a “crisis of the welfare state,” mostly
by politicians and finance ministers but also by some scholars. They complain that accel-
erating social spending accounts for a rising burden of debt and deficits; that public sup-
port for the welfare state has eroded, another reason for cutting it down; and that social
spending is a drag on economic growth, is inflationary, or contributes to unemployment.
We have already seen that among our 19 rich democracies and by any measure, social
spending as a fraction of GDP has evidenced slower growth since 1975 or 1980, in some
cases leveling off. Moreover, the burden of social spending in these countries varies both in
level and trend. Thus, if by “crisis” we mean accelerating social spending, there is no cri-
sis common to all.

If the welfare-state crisis means that the social budget is heavy and growing, that the
welfare state is the root of public deficits, and that deficits are dangerous, then again there
is no general crisis. �esults are the same whether we consider total government spending
or confine analysis to social spending. A thorough study of gross debt to GDP ratios from
1961 to 1990 among 12 EC countries shows that the ratio of government expenditures to
GDP is unrelated to the gross debt ratio and that rising deficits are not the result of grow-
ing expenditures (Von Hagen, 1992, pp. 12 – 13; cf. Cameron, 1982). For instance during
1986 – 90 among welfare-state leaders, the average debt ratio ranged from 128% of GDP
for Belgium and 110% for Italy to 44% for Germany and 35% for France, while among
the welfare-state laggards the ratio ranged from 110% for Ireland to 50% for the United
Kingdom (the U.S. ratio in 1994 was 70%). Similarly, the annual net government deficit
1993 – 94 among big spenders ranged from Sweden’s 8.3% of GDP (down to 5.2% in
1996), to Belgium’s 3.7%, Netherlands’s 1.2%, and Norway’s 2.4% surplus; among welfare-
state laggards the annual deficits ranged from Japan’s 6.0% and the USA’s 4.1% to Ireland’s
1.6% (OECD National Accounts). Debt ratios depend not on government spending but
on what else these countries do—whether they tax enough to pay for the services their
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citizens demand, their economic performance, the structure of their government (e.g., the
strategic dominance of the prime minister or finance or treasury minister over the spend-
ing ministers), and the structure of the budgetary process. For example, experience with
budget norms in the United States shows that they are ineffective in the long run for two
reasons: First, the decentralized and divided structure of government means that congres-
sional spending committees and government agencies can maneuver to increase spending
throughout the budgetary process by a principle of reciprocity; second, the states, whether
they have spending and taxing limits or not, lavishly issue long-term bonds, resort to cre-
ative accounting tricks, and conduct onetime sales of assets to meet legal requirements for
a balanced budget (Von Hagen, 1992, pp. 38ff.).11

In short, there is such great variation in the depth and duration of fiscal stress and debt
and so much evidence that the welfare state is not the culprit causing changes in debt, that
it makes no sense to talk about a general welfare-state crisis.

If the meaning of the welfare-state crisis is that there has been a withdrawal of mass sup-
port for social programs, there is no evidence of it. The most remarkable and solid finding
of public opinion research on taxing and spending—both over time and across countries—
is the stability of issue-specific opinion about social programs and the taxes to finance them.
Since World War II pensions and national health insurance have remained overwhelmingly
popular, and most family policies have retained a majority, while public assistance to the
nonaged poor has remained stably unpopular. Similarly, consumption taxes and social-secu-
rity payroll taxes evoke no sustained mass hostility, while property taxes and income taxes
arouse the most persistent resentment. The rank order of enthusiasm regarding both spend-
ing and taxing is similar across countries and over time. Chapter 10 (on backlash,
pp. 369ff., 380ff.) reviews the evidence and explains why the relative uniformity of public
opinion about the welfare state cannot explain great national differences in the electoral suc-
cess of tax-welfare backlash movements and parties like those of Mogens Glistrup in Den-
mark, �onald �eagan in the United States, and Margaret Thatcher in the United Kingdom.

If the welfare-state crisis is not an inevitably accelerating rate of social spending, not the
withdrawal of mass support for social spending, and not the inevitability and dangers of
public debt, then surely it means that the burdens of the welfare state universally subvert
good economic performance. Chapter 12 shows that the evidence is overwhelmingly to
the contrary. Aggregate social spending up to 1973 was a positive contribution to the com-
bination of low to moderate inflation, good real GDP growth per capita, and low unem-
ployment; since the oil shocks of the 1970s it has been on average neutral. Much depends
on the mix of social and labor market policies a nation adopts, how it finances and man-
ages the welfare state, and, more important, what economic and industrial relations policies
it pursues, as we shall see in the remaining chapters.

Retrenchment of the Welfare State?

If crisis talk, however misleading, is universal; if antitaxing, anti–social spending, antibu-
reaucratic themes have helped candidates to win some elections (see chap. 10), has the ac-
tion of governments matched the rhetoric of campaigns? What cutbacks have actually oc-
curred in the period of austerity after 1975 or 1980 when economic growth and
productivity growth slowed down? With some exceptions, the core programs of the wel-
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fare state—pensions, disability insurance, and national health insurance, programs that have
generally outpaced GDP growth—have proved most resistant to real cuts in benefits per
capita or even in their GDP shares (on disability insurance see chap. 15 [on the environ-
ment]). Most vulnerable to real cuts or at least spending restraint have been education, fam-
ily allowances, social assistance, and unemployment compensation. For instance, in the pe-
riod 1975 – 81, 10 of the 16 of our rich democracies studied by Jens Alber (1988, pp.
190 – 191) reduced the GDP share of education. Only Sweden, Italy, and Ireland increased
as much as a point or more. In contrast, the GDP share of health spending increased al-
most everywhere (only Canada, Germany, Denmark, and Norway showed either a slow-
down in growth or a stagnant share), and the share of pensions climbed everywhere but in
Germany, where it leveled off at a high of 12.6%.

With few exceptions, there are five main reasons for this pattern of growth and restraint.
First, demography, as usual, counts. Declines in education spending reflect declines in
school-age populations. The “young” countries with a school-age bulge (measured by
schoolagers per prime-age adult) cut education expenditures per child while still raising
such spending as a share of GDP, but as the school population declined the GDP share lev-
eled off or declined. The older countries spent more on pensions both per capita and in
GDP share but at a diminishing rate, eventually leveling off (Lindert, 1996a, pp. 14 – 15).
Aging, as we have seen, also increased health and disability spending, especially as the “old-
old” increased their share of the population. Second, after universal coverage is achieved,
various measures to control costs or restructure programs had some effect, especially in
health care (as in recent German reforms). Third, programs where abuses were obvious and
widespread (sick pay, disability insurance) have evoked substantial government reform
efforts with varying success; disability cutbacks have encountered especially fierce resistance
(see the five-country comparison in chap. 15 and table 15.3). Fourth, the rate of economic
growth has an automatic effect on these numbers: below-average growth will automatically
increase the expenditure ratio (SS/GDP) as the denominator levels off or decreases while
social spending continues upward. Finally, the interaction of three forces—a very large
clientele (all pensioners, all the health insured), strong political organization or influence,
and great mass popularity—means that welfare-state leaders have already achieved gen-
erosity of benefits; their citizens now have entrenched interests and strong sentiments for
maintaining the status quo. Conversely, if clientele is small, organization and influence is
weak, and majority sentiment is hostile—as with means-tested benefits targeted to the
nonaged, nondisabled poor and to a lesser extent unemployment compensation—real cut-
backs are most likely.

To illustrate the patterns of retrenchment of the welfare state since the late 1970s, here
are few examples drawn from a wide range of countries whose economies and polities
differ substantially—UK, USA, the Netherlands, Germany, Italy, and Sweden.

. USA and UK. Comparing the United States and Britain, Paul Pierson (1994,
pp. 142ff.) shows that aggregate real social spending by the national government on em-
ployment and training, housing, education, health care (in the U.S., Medicare), personal
social services, and social security increased from 1978 to 1992 in both countries. There
was, of course, some reallocation among types of spending. In both countries unemploy-
ment benefits and means-tested housing benefits were sharply cut back (ibid., pp. 95 – 99,
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127 – 128). In housing programs it was a shift from public-sector construction or pro-
ducer subsidies to cheaper subsidies for housing consumption targeted to the poor, often
cutting out the near-poor. Tax-subsidized housing for the middle classes and the affluent
such as tax deductions for interest on mortgages remained sacrosanct. With the decline
of union power in both countries, unemployment benefits were cut, especially for the
better-off recipients.

Although President �eagan and Prime Minister Thatcher both launched verbal as-
saults on the welfare state, they were unable to make more than a marginal dent on ag-
gregate social spending, mostly by expanding means testing and tightening eligibility
rules for the most vulnerable populations—the poor.12 By changing indexation (cost-of-
living adjustments) of pensions, Thatcher was also able to reduce the rate of growth of
this most popular program. In contrast, at the outset of his administration �eagan pro-
posed to cut the minimum pension benefit for low-earnings workers and to delay a cost-
of-living adjustment for three months; he immediately triggered a unanimous bipartisan
advisory vote in the U.S. Senate against such a step and a big revival of an elderly lobby
(the National Committee to Preserve Social Security and Medicare was formed in
1982). It is possible that Thatcher succeeded in this modest step where �eagan failed not
only because a more-centralized parliamentary system with party discipline gave an ideo-
logically committed prime minister more power than her counterpart in a divided presi-
dential system, but also because of differences in the degree of consolidation of the pen-
sion system. As Pierson (1994, pp. 69 – 73) suggests, Britain’s SE�PS (State
Earnings-�elated Pension Scheme), the target of Thatcher’s reform, was a young pro-
gram first implemented by the Labour government in 1974; America’s social-security
law had four additional decades to become institutionalized and therefore more resistant
to change. Again, system maturity counts.

The pension-reform recommendations of a bipartisan commission on social security
were enacted in the United States in 1983. �ather than cutting benefits they raised pay-
roll taxes slightly, taxed benefits for the first time, brought new federal employees into the
system to broaden the payroll tax base, and trimmed future costs by slowly phasing in 
the higher retirement age from 65 to 67 by the year 2027—sensible steps, which “fixed”
the system for 47 years, hardly a revolution.

�egarding cuts in health-care spending and benefits, �eagan, Thatcher, and their suc-
cessors (Bush, Clinton, and Major) all attempted reforms designed to reduce the rate of
growth of government health-care spending; Clinton in addition made a failed attempt
to overcome American exceptionalism and establish national health insurance. It is a
curious paradox that the United Kingdom, with by far one of the cheapest, most-
accessible medical-care systems, made the most radical reforms while the United States,
with by far the most expensive and least-accessible system, failed either to control spend-
ing or to increase access, while it succeeded in increasing the number of families with no
medical insurance at all. It is another paradox, which runs through all policy areas (see
chaps. 8 [the welfare mess], 15 [environment], and 16 [health]), that the most ideologi-
cally committed free marketeers, Prime Minister Thatcher and Presidents �eagan and
Bush, created the most-intrusive regulatory regimes. In U.S. health-care reforms it was
the �eagan-Bush regulations of hospital and physician payments—rate-setting, prospective
payment plans based on diagnostic-related groups, and resource-based relative value scales
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(Brown, 1991; �uggie, 1992). These had little effect in controlling national health-care
costs, although they made doctors unhappy. The payment reforms did modestly reduce
Medicare costs through shifting the burden to private insurers, who then raised premi-
ums and gave employers and providers strong motive to reduce coverage and services,
a typical cost-shifting game in the U.S. nonsystem. Because the recent British restructur-
ing of medical care is so sweeping, a brief account is relevant as we consider “cuts” in
welfare-state spending.

A popular, universally accessible, tax-financed, already low-priced health-care sys-
tem—the National Health Service (costing only 7.1% of GDP in 1992 compared to
8.7% for Germany and 13.6% for the United States)—was radically reformed in 1991
by Margaret Thatcher on both cost-containment and ideological grounds.13 In 1989
she released Working for Patients, the product of a closely held review by her trusted
lieutenants plus advisers from neoliberal think tanks—with no consultation with
provider groups (the BMA, the �oyal Colleges). Answering critics of her stewardship
of the NHS who accused her of overzealous starving of health care through budget
stringency, the report assumed that the NHS as structured subverts the free choice of
individuals in the medical market; it claimed that doctors—so dominant in NHS
policymaking and implementation—lack the incentives to respond to the patient-
consumer; that doctors’ monopolistic, self-aggrandizing behavior (e.g., restricting entry
to the trade) increases rigidity and inefficiency (e.g., wide variation in patients treated
and referrals per doctor) and accounts for long waiting lists for elective surgery and
ward closures in hospitals that have used up their NHS budget; and that all of this is a
drag on the economy. An underlying ideological theme of all of Thatcher’s reforms
was that the autonomy and monopoly power of professional groups, including doctors,
must be checked by creating free markets. The power of physician groups, she felt,
threatens not only the sovereignty of the consumer but the proper authority of the
state. Although the Thatcher government did not dare to abandon the founding prin-
ciple of the NHS—to provide a universal, comprehensive, tax-financed health-care
service to the entire population—the reforms did introduce an “internal market” into
the state system. Purchasers (District Health Authorities) were separated from
providers (hospitals and their consultant-specialists); purchasers would no longer man-
age hospitals but instead buy services for their localities by contracting with NHS
hospitals or private hospitals, hopefully the latter. Hospitals could choose to be self-
governing trusts. By 1994 “more than 400 providers accounting for about 95 percent
of the NHS’s activities had become self-governing Trusts” (Klein, 1995, pp. 204 – 205).
A new structure—General Practitioner Fundholders (GPFH) comprised of larger GP
practices—was created as another group of presumably cost-conscious purchasers.
Fundholders would negotiate contracts with providers to offer care more efficiently
without massive extra funds. Instead of capitation payments (originally designed to
overcome the overserving tendencies of fee-for-service medicine), fundholders will
receive a fixed sum out of which they will buy hospital services; like the self-governing
hospitals, they can retain surpluses but must balance deficits from their budgets (Döh-
ler, 1991, pp. 264 – 265).

Finally, in this war on the autonomy of physicians, the Thatcher reforms increased the
powers of managers of the NHS and governing ministers over practitioners: the trusts
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specify doctors’ job contracts and review them annually; they have increased power to
hire and fire hospital personnel. Both professionals and local governments are barred
from serving on controlling boards. The Major government continued to implement
these 1991 – 92 reforms.

Britain stands alone in the rapidity, depth, and implementation of reform, although
New Zealand recently tried to match the pace of British change. It is too early to judge
whether this combination of managerialism, statism, and market theory will either save
money or improve access, innovation, equity, or quality of care, let alone real health
(Klein, 1995, pp. 230–237). Because there was no consensus on reform or even what
problem it was supposed to solve, there is no consensus on criteria of evaluation. There
is consensus on four points, however:

1. �eform has not reduced costs. Spending on health care was 6% of GDP in
1989; in 1992, after reform, it had gone up to 7.1%, a more rapid growth than that
of Germany and Netherlands while Sweden and Denmark actually cut the health-

care share of GDP.

2. �eform inflated both the number and salaries of “bureaucrats.” While 50,000
nursing jobs and 60,000 beds have disappeared since 1990, there has been an increase
of 20,000 senior managers in the NHS (New York Times, August 6, 1996). There is 
dispute about how much of a managerial explosion exists, but no one doubts that 
there has been a large increase in administrative costs.

3. �eform has accelerated a 1980s trend toward copayments in dental, phar-
maceutical, and ophthalmic services, with exceptions for the poor.

4. No great change has yet occurred in the behavior of physicians or of health
authorities; for instance, they typically refuse to explicitly restrict the menu of ser-
vices. But the reforms have reduced the power of hospital specialists and seconary-
care providers while enhancing the power and status of general practitioners and 
primary-care providers, especially the “fundholders” who now have to pay the bills
within a fixed budget. This may be the major achievement of reform. However,
even with one of the lowest-cost systems among rich democracies and inthe face 
of increased demands, the Conservative government of the mid-1990s required 
annual cuts of 3% at every level. Continued budget stringency has put an already 
lean system under increased strain; many emergency rooms and intensive-care units
must now impose long waits before any treatment. (New York Times, January 30,
1997.) Chapter 16 assesses the connection between the organization and financing 
of health-care systems and national health performance.

. The Netherlands. The Christian Democratic and Liberal cabinet of 1982 cut social
benefits, education, and health care by 3% and froze a number of benefits at that level. In
1986 the link between wage increases in the private sector and social benefits changed so
that the minister of social affairs could consider the ratio of workers to beneficiaries in
determining benefits each year. Later the generous early retirement benefit was reduced.
In 1991 and 1992 sickness and disability benefits were lowered. The social partners, how-
ever, rebelled by restoring the benefits through collective bargaining. Despite the unusual
Dutch level of abuse of these generous programs (chap. 15) sickness benefits by 1995 were
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back to their former level at 80 – 100% of previous wages while most of the disability
benefits were back to their former 80% level. An uphill effort to reexamine eligibility
procedures was begun in 1995 – 96. The employer is now responsible for paying the first
two to six weeks of sick leave before the sickness fund kicks in; employers also have more
responsibility for disability benefits, a reform that gives them an incentive to get rid of
less-than-healthy workers, thereby shifting costs to unemployment compensation or public
assistance. (Keizer, 1996, pp. 4 – 5, 15 – 16.) However, the number on partial or full disabil-
ity did drop from about 985,000 at the end of 1993 (14% of the labor force) to 735,000
at the end of 1996 (Wall Street Journal, Dec. 26, 1996). �ecent governments have empha-
sized the need to increase the rate of Dutch labor-force participation and de-emphasize
the replacement of income for the unemployed and disabled (chap. 15).

The Netherlands story is one of many small reductions in a wide array of social ben-
efits that, over 10 or 15 years, add up. These cumulative adjustments and the effort to 
freeze some spending provoked older voters to form two new parties that won seven
seats in May 1994.

. Germany was not only the pioneer of early welfare-state expansion but led in the
late 1970s to mid-1990s effort to rein in its growth. Under center-right coalition rule,
under the enormous fiscal burden of post-1989 unification (currently DM 170 billion per
year), facing great demographic pressure (in 1992, 15% of the population was 65 or older,
a high rate close to those of Belgium, Denmark, the United Kingdom, and Italy14), and in
its role as dominant enthusiast for a strong EU and therefore having the most incentive to
meet the Maastricht economic criteria, the German government has proposed many re-
straints on social spending and has enacted several. Given these pressures it is surprising
how modest the reforms are. Efforts to trim social spending began in 1975 under the
Social Democratic government and continued somewhat more intensely under center-
right coalitions. Successive cuts have been concentrated on unemployment benefits, health
insurance, and means-tested social assistance. Pensions so far have been little affected. Be-
fore 1984, successive limits were imposed on eligibility and duration of unemployment
benefits; small copayments and some cost-containment measures were imposed for some
health services and drugs; lengthy hospital stays for childbirth were shortened, sick pay was
slightly reduced; social assistance to the poor was not increased at the rate of inflation; an
increased proportion of college student allowances were transformed into loans; and child
allowances were curbed for families above an income limit. (Alber, 1986, pp. 115 – 116.)
Together these 1975 – 83 changes stabilized the social-spending share of GDP, making
Germany an early exception to the rule of continued expansion among welfare-state
leaders before the mid-1980s (Alber, 1988, p. 192; Brown, 1988, p. 10).

Since the mid-1980s there have been recurrent proposals to reduce pension benefits
per recipient by changing the indexing basis, but so far they have come to nothing
(Claus Offe, personal communication, July 20, 2000). Although in 1992 Germany in-
creased social assistance benefits for single parents and pregnant women, in 1993 it
capped annual increments and cracked down on abuses (Alber, 1996, table 2). In 1988
and 1992 two medical care cost-containment laws were passed with the help of the So-
cial Democrats. They aimed to stabilize the insurance contributions by restructuring the
corporatist bargaining process (Giaimo, 1995). They increased the power of the
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Krankenkassen (sickness funds) vis à vis the doctors’ associations in negotiating guidelines
for practice and prescriptions, and they broke up the cozy relationship between doctors
and pharmaceutical firms.15 They capped health-care expenditures at the level of wages
(and wage increases) of insured persons and froze them at the 1991 level. These reforms
also introduced small copayments on some prescriptions, inpatient stays, and physical
therapy and larger copayments for eyeglasses and dental care, with exceptions for low-
income groups. A step in the opposite direction occurred in April 1994 in response to a
growing “old-old” population: Germany introduced a new scheme of social insurance to
pay for universal and long-term care. Finally, measures introduced by Chancellor Kohl
and approved in June 1996 would reduce sick pay by one-fifth, to 80% of workers’
salaries. Under the new regulations Germans will be entitled to only three weeks of
state-subsidized health-spa vacations every four years compared with the present four
weeks every three years. A Kohl proposal to increase by 75 cents the small copayment
per prescription (previously about $1.50 to $5.00) was defeated by the Social Democrats
along with bolder proposals for further cost control. While all this might not sound
Draconian to American ears, it provoked demonstrations, processions of cars, and brief
work stoppages all across Germany. A union-organized pro-welfare-state rally in Bonn in
June of 1996 set a Federal �epublic record, with 350,000 participants.

. Italy. Cutbacks, begun in 1978 under the unity government with Communist
support, accelerated from 1981 to 1983 (e.g., rules on public assistance were tightened,
child allowances for children of high-income families were reduced). But Italy neverthe-
less joins Sweden, Denmark, Belgium, and France as the standout cases of welfare-state
expansion that substantially exceeded their GDP growth from 1975 to the early 1980s
(Alber, 1988, pp. 188 – 189). Major reforms, driven by cost considerations, were made in
the 1980s and especially the early 1990s.16 A major 1978 reform undertaken by the
National Solidarity Coalition changed health-care entitlements from occupation-based
funds to all citizens, modeled on the universalism of the British NHS—a principle of
free and equal benefits to everyone. Severe problems of corruption (parties controlled
every component of the system), concomitant cost explosions, and deterioration of ser-
vices resulted in incremental revisions in the 1980s and 1990s. These reforms included
gradual increases in the amount of copayments and their extension to new areas—for
example, prescriptions, laboratory tests, and outpatient specialist care. A major structural
reform was introduced in 1984, but it took 10 years to be fully implemented, at which
point it provoked a storm of protest (Ferrera, 1994). For example, in December 1993 a
three-tier system was introduced (users with no charge, users with limited copayments,
and users with deductibles). Health-care entitlements for higher-income families were
drastically cut back (the only “free” service remaining was hospitalization); for families
earning less than the threshold, copayments were increased. While the poor elderly were
exempt, a new voucher system put a ceiling on all services after which they would bear
the full cost. The revolution lasted only a few months. The affluent were incensed at
their exclusion; the poor and near-poor complained that the voucher system, like the
means testing that preceded it, was cumbersome and humiliating; and everyone com-
plained about increased out-of-pocket costs. Opposition parties and labor unions gave
voice to these complaints. Income testing and means testing created a nightmare for

Wilensky_CH05  3/14/02  1:48 PM  Page 228



The Welfare State

229

administrators, exacerbated by the ineffectiveness of the tax system. Income testing en-
couraged even more tax evasion as benefit seekers just above the income threshold re-
arranged their official labor-force participation to avoid copayments.

It did not help public acceptance of the 1993 revolution that in the same year the
head of pharmaceutical services was arrested for accepting huge bribes from drug com-
panies and the minister of health and several of his associates were indicted on corrup-
tion charges. In 1994 the new system was abandoned. Income selectivity was replaced by
risk selectivity: persons with one of a long list of illnesses (mostly chronic), pregnant
women, the disabled, children up to the age of 10, and everyone older than 60 were
exempted from cost sharing regardless of income. �eforms throughout the decade fol-
lowed a stop-reverse-go pattern.

Italy has long had one of the most generous paid maternity leave policies. Even hints
of possible cutbacks provoke a political uproar; the system remains intact.17

Meanwhile the efforts to restructure the state by decentralization of power also shaped
the welfare state. New laws of 1991 regulated the financing of nonprofit and voluntary
agencies in the social services. These reforms accented self-governing municipalities, the
merging of small towns, and the setting up of consortia for the management and delivery
of services; and the creation of metropolitan areas for big cities like �ome, Milan, Turin,
and Naples (they are now accorded the powers of provinces). Municipalities are
acknowledged as main actors in all areas of social services, except for the organization
and planning of health services. Two laws of 1991 aimed to regulate and help finance
voluntary associations and social cooperatives to which public administrators may con-
tract out services. �elative to market actors, these cooperatives have a privileged position
as contractees. As chapter 9 will show, none of this urge to decentralize reduced bureau-
cratic bloat or total spending, but it did enliven the blame game: the central government
could point to regional and local governments as the source of trouble and vice versa. In
general, however, the structural reforms were a laudable attempt to reduce political clien-
telism by strengthening the power and responsibilities of administrators and professionals
within local agencies and especially within the National Health Service.

Italy is an extreme case both in acceleration of spending and repeated efforts to cut
spending, only a few of which were successful. It uniquely combines political corruption
and inefficiency in the administration of both taxation and social spending (even includ-
ing pensions, health care, and disability insurance), strongly alienated voters, party realign-
ment and dealignment, and very disorderly finances (a uniquely wide gap between rev-
enues and expenditures over long periods). This helps to explain big swings in social
policy and the limited modifications in the last 10 years—some shifts toward a more
selective universalism in welfare-state design, some actual cuts in benefits, and ultimately
a major brake on total social spending. After negotiations between unions and the Dini
government, even a broad-pension reform was passed in August 1995. It begins a shift
from the old very generous “defined benefit” formula to a new, somewhat less generous
“defined contribution” formula to be phased in very gradually.

The vigor and breadth of demonstrations and strikes to protest cuts of benefits in the
core programs of the welfare state are greater in France than Italy, largely because Italians
are aware of the corruption of major programs and the need for reform. But Italian
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voters are moving in the direction of the French in their organized resistance to erosion
of benefits. Welfare-state politics in Italy from 1965 to 1995 are described in chapter 10.

. Sweden.18 Starting in 1980 – 82 under a “bourgeois” coalition government, there
were minor cuts in already very generous health, housing, and even pension benefits
(e.g., reducing compensation for part-time pensions) while unemployment benefits and
child allowances were extended (see chap. 7). During subsequent years of return to Social
Democratic rule, 1982 – 91, there were both incremental cutbacks and incremental ex-
pansions of social programs. The unprecedented annual deficits run up by a series of
center-right coalitions from 1976 to 1982 (13% of GDP when the Social Democrats
returned) were reduced not mainly by these 1980s spending changes but by currency
devaluations, economic growth, and tax reforms.

On the eve of a recession, in the two years leading up to its defeat in the election of
1991, the Social Democratic government increased the VAT and, in its most unpopular
move, changed property tax valuations (see chap. 10) while it made modest reforms to
prevent waste and abuse in social programs, especially in the replacement rate of unem-
ployment insurance and sick pay. For instance, sickness cash benefits were calibrated ac-
cording to reduced capacity to work, with a doctor’s certificate required after the eighth
day. In 1992, the Bildt centrist government agreed with the Social Democratic opposi-
tion on a “crisis” package: the maximum sickness cash benefit was reduced to 90% of
lost income. Only 65% is paid for the first three days; 80% from the 4th to 90th day. The
cost for the first 14 days of claimed sickness was shifted to the employer instead of the
government. Since 1993 no sickness cash benefit has been paid for the first day of illness
(Denmark also introduced a waiting period recently), and other minor cuts were made.
The result: a sharp decrease in the high rate of absenteeism; Swedes who used to report
in sick because of a Monday-morning hangover now show up to work.

Similarly, in reforms of a second program most vulnerable to abuse, job-injury insur-
ance, a stricter definition of job injury was adopted in the early 1990s and the insured
were required to pay a larger portion of the cost themselves. Deficits in both these pro-
grams were turned into surpluses by 1994, although they remain costly. In addition, small
downward adjustments were instituted in calculating pension benefits; and unemployment
benefits were reduced to 80% of previous earnings (still high by any standard).

In January 1996 the Social Democratic government decided on a second round of
austerity—a further tightening of sick pay, reduced child allowances, and a reform of
family policy: the parental leave benefit was reduced from 90% of income loss to 80%
(two months of the 12 to 18 months of parental leave will remain at 90%, one month
for each parent, use it or lose it, then 80%); compulsory counseling will be required for
the divorced or separated; and child care allowances were cut (in 1994 dollars, to a maxi-
mum of about $267 per month up to 3 years of age); families benefiting from municipal
subsidies for a day care center get a reduced child allowance, depending on the hours.

Not all of the 1990s reforms involved reduced benefits and services. The Swedes have
long led in rehabilitation programs to reintegrate the physically or mentally disabled into
the labor force and promote independent living (for details see chap. 15, p. 554). In 1994
this effort to enable the handicapped to live an independent life was extended via a legal
right to benefits, including counseling, support for individuals as well as parents with dis-
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abled children, escort services, housing with special service, support for minor handicaps,
interpreter services for the deaf and blind, and more. At the same time, eligibility stan-
dards were tightened.

Finally, after 15 years of debate about pension reform, the 1996 proposals will result in
real reductions, especially for middle- and upper-income earners—for example, in the
pension benefit for married pensioners, and a gradual rise in the retirement age. The
accrual rate at retirement will be indexed to the average life expectancy of the retiree’s
cohort, so more years in the labor force will be required to receive benefits equal to
those of earlier cohorts. Two percentage points of the 18.5% contribution rate will be
allocated to a fund “premium reserve” account to pay benefits on the basis of return on
invested capital—a small step away from pay-as-you-go financing. Sweden leads in a
continuing effort to make the pension system flexible by increasing a choice of various
combinations of work and pensions. Sweden is also the world’s “oldest” country; in
1995, 17.4% of its population was 65 or older compared to 12.7% for the United States.

What about health-care reform? In 1990 the Swedish health-care system spent 8.6%
of GDP—less expensive than the United States and Canada (despite Sweden’s much
older population) but more costly than the rest of our 19 rich democracies. It delivers
“care of high quality, equity in access and local accountability unrivaled in other coun-
tries” and a high level of patient satisfaction (Glennerster and Matsaganis, 1992, pp. 3, 5).
(In a recent Swedish national survey 85% thought the quality of medical care in Sweden
was either very good or good.)

One reason for Sweden’s above-average cost of medical care—aside from the strong
organizations of provider groups and the unusual percentage of the aged—is that the
system is biased toward hospitals; there is no concept of the general practitioner (ibid., p.
4). Primary care is organized around local health centers staffed with salaried doctors,
nurses, and specialists acting as teams. There are significant user charges—copayments for
prescriptions, visits to doctors, and other services (p. 5), with no exception but an upper
limit of 1,600 SEK or $272 per year in 1990 dollars for all publicly provided health care.

In response to economic austerity and the need for increasing efficiency and con-
sumer responsiveness, parties of left and right agreed in the mid-1980s to replace fee-for-
service with capitation payments from the national insurance fund paid directly to coun-
ties, which would decide on reimbursement of practitioners. Most counties are led by
Social Democrats. There are “almost as many reform programs as there are [county]
councils” (p. 8). “Patients still have full freedom of self-referral” (p. 6). The net effect of
these reforms is that waiting time and lists for nonemergency surgery and outpatient
visits have been reduced, especially in the Stockholm district, and the GDP share is down
from the 1980 peak of 9.4%. In fact, Sweden is the only country among our 19 rich
democracies that reduced the share of total domestic expenditure devoted to health care
from 1980 to 1991 (OECD, 1993f, vol. 1, table 1).

With all of these reforms, and despite levels of unemployment and annual deficits
unprecedented for Sweden, the contours of the most generous welfare state in the world
remain intact; the adjustments may actually make the social-spending share of GDP level
off or even move slightly downward. In per capita benefits the Swedes moved in the
1990s from lavish to merely very generous social expenditures.
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In short, the cutbacks among rich democracies are concentrated on either the greatest
excesses and abuses of the welfare state (sick pay, disability), or on the least politically or-
ganized, marginal groups (single mothers, the unemployed, or the poor), or in sectors where
the eligible population is declining (school-age children in the countries with older pop-
ulations and a declining percentage of youngsters; decreasing unemployment on the up-
swing of the economy and hence decreasing expenditures on unemployment benefits and
vice versa). Health-care reform is prominent everywhere. Benefit formulas for pensions are
being modified in most countries; to account for increased longevity, “normal retirement
age” is being raised in many. But nowhere have employment-based pension schemes been
redesigned according to the American Concord Coalition recommendation for a tax/trans-
fer, needs-based model (Myles and Quadagno, 1996, p. 20). �eal cutbacks in benefits are
typically small and incremental—trimming around the edges of the welfare state, sometimes
making it more efficient. There is an increased use of income testing and the taxation of
benefits. And while the GDP share of social spending is stabilizing, the recent growth of
eligible aged, poor, and unemployed has meant some reduction of per-recipient benefits in
several countries. But this is a slow process that encounters strong public resistance. Small,
incremental reductions in many programs can add up over time; vast majorities of voters
whose income and security are threatened sooner or later rebel. (We might call these pro-
welfare-state protests “frontlash.” See chap. 10.)

Continuity at the Core: The Cases of Britain and Germany

Once the core universalistic programs of the welfare state are in place and mature, there is,
in fact, a fierce resistance to real cutbacks among both masses and their allies within gov-
erning elites—parts of the state apparatus, churches, unions, centrist or leftist factions within
major political parties, and advocacy groups. The welfare state persists through thick and
thin, through prosperity and recession, through changes in party coalitions, even through
shifts of regimes. The point is dramatically illustrated by Britain and Germany.

In 17 years of Margaret Thatcher and John Major’s rule (1979 – 95)—prime ministers
who articulated a strong 19th-century liberal ideology—no reduction in total government
spending was achieved. Government spending in 1995 was 42% of GDP—just 0.25% less
than it was when Labour was still in power 17 years before; real government spending rose
an average of 1.9% a year (The Economist, Dec. 2, 1995, pp. 58 – 59). Despite sharp cuts in
education and some means-tested social programs, especially those targeted to the sick and
disabled, families with children, and the elderly (Evans, Piachaud, and Sutherland, 1994,
pp. 90 – 92), aggregate social spending continued to increase. From 1978 to 1992 real so-
cial spending (including government outlays for housing, education, and training) climbed
substantially; as a percentage of GDP, social spending fluctuated, with a slight upward bias
from 24.1% in 1978 to 27% in 1992 (Pierson, 1994, pp. 143 – 144). The welfare state
marches on even in the land of the boldest and most publicized right-wing democratic
regime.

Germany from Bismarck to Kohl shows that pension and health insurance arrangements
can persist through wars and violent changes of regime.19 Scholars of the German welfare
state agree that the basic system of social insurance established by Bismarck and built up
through the Empire and the Weimar �epublic remained essentially intact throughout the
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Third �eich. This remarkable continuity of social policy was chiefly due to the continuity
of specialists in the government bureaucracy, especially the Ministry of Labor. They were
adept at deflecting any Nazi plan for sweeping reform (Heyde, 1966, p. 64; Syrup, 1957,
p. 404); they were able to link their own traditional views of social policy to Nazi slogans
so as to reform social insurance along their favored lines while seeming to implement Nazi
concepts (Hentschel, 1978, p. 323). All this despite efforts of the Nazi Labor Front—
created in May 1933 to discipline and indoctrinate labor and to fill the void left by the dis-
solution of the labor unions—first to bring social insurance programs under its direction
(1933 – 37) and then to overhaul the entire system, making benefits depend on the will of
the government rather than on social rights (1937 – 40) (Smelser, 1988, pp. 274ff.; Teppe,
1977, pp. 217 – 218, 238 – 247). The Ministry of Labor defeated these efforts, aided by in-
dustrialists and many health insurance carriers who wanted no major restructuring of the
welfare state (ibid., pp. 218 – 219). Even later when industry was subordinated to the Nazis
and the Labor Front had acquired tens of thousands of employees and become powerful,
the only changes to social insurance under the Nazis were efforts that any government
might make to adapt to a changing economy and which were essentially drafted by the
civil servants at the Ministry of Labor: a “Stabilization Law” of December 7, 1933, to main-
tain the solvency of the various pension insurance schemes; and the “Law of the Con-
struction of Social Insurance” of July 5, 1934. These laws aimed to increase cooperation
between different schemes by fusing the state institutions responsible for health insurance
and pensions, by restricting the self-administration of the insurance carriers, and by in-
creasing state supervision. The officials in the Labor Ministry found this a convenient means
of achieving their own ends. There was almost no input from the Nazi party or any of its
organizations. Hitler himself was reluctant to make bold shifts in these systems (pp. 220,
248 – 249). It is a lesson in both bureaucratic momentum and the integrative functions of
the welfare state.

This is not to say that administrative practice did not change under the Nazis. For in-
stance, health insurance rules became tougher (Syrup, 1957, p. 519) because many of the
trade unionists and socialists who had staffed the sickness funds under the Weimar �epublic
were kicked out by the Nazis. Similarly, the Nazi mobilization drive to increase produc-
tivity for the war machine increased industrial accidents but decreased accident insurance
benefits (pp. 371, 522). Average pension benefits, however, did not differ much from those
under the Weimar �epublic (pp. 368 – 369, 523).

Although the Nazis made few changes in the structure of social insurance, they, of
course, made sweeping changes in industrial relations, wiping out free labor unions and
collective bargaining; they created the notorious Labor Front (DAF) and a group of 12
“Trustees of Labor” to enforce the new labor laws; they eliminated self-administration of
local and regional labor offices that had run both labor placement and unemployment
insurance; and they kept unemployment insurance contributions high and the benefits
low via means-testing, while diverting the surplus funds to the rearmament effort (Teppe,
1977, pp. 211 – 212, 236 – 237; Guillebaud, 1941, pp. 86 – 87; Syrup, 1957, p. 456).20 The
Nazis also made substantial changes in the funding and administration of public assis-
tance; they reduced the number of private programs run by churches and eliminated pro-
grams run by unions, socialists, and political parties, while cracking down on benefits for
the poor who were despised as physically or mentally unfit for the new master race
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(deWitt, 1978). In view of such drastic discontinuities of German political regimes over
a century, however, the continuity of social insurance systems at the core of the welfare
state is impressive.

In sum: Despite talk of “crisis” and “the end of the welfare state,” despite various efforts
to reduce spending in the past 20 years, despite some erosion of per-client benefits, the
welfare state has become institutionalized and consolidated while social spending as a share
of GDP continues to climb, or, if it flattens, it is at a high level. As I said in 1975, “in the
end the welfare state in its wondrous diversity proves hard to shoot down” (Wilensky,
1975, p. xvii).

Leftism, Catholicism, and Democratic Corporatism:
Explaining National Differences in Social Spending

We can now play convergence theory (industrialization and its demographic, social
structural, and political correlates) against types of political economy (the interaction of
cumulative left party power, cumulative Catholic party power, and corporatist bargain-
ing structures) to explain recent similarities and differences in taxing and social spend-
ing both as a fraction of GNP and per capita. Chapter 2 has described measures of left-
ism, Catholicism, and democratic corporatism. After reporting a few tests of types of
political economy as a source of differences in spending, I shall describe measures in the
industrialization model (GNP per capita, the percentage of total population 65 and
older, an index of minority-group cleavages, and an index of mobility and meritocracy)
and test that model. We can then bring the two theories together and suggest some
likely outcomes as rich countries get richer and the least-rich countries catch up to the
most affluent.21

I shall first present the bare findings concerning the effect of each type of mass-based
political party, then integrate party dominance into my model of corporatism. As chapter
2 has shown, both Catholicism and leftism have encouraged the development of a corpo-
ratist political economy. We shall see here that, in turn, the trade-offs among labor, man-
agement, and the government characteristic of corporatist democracy lead to high taxing
by least-visible means (great reliance on social-security taxes and consumption taxes), which
facilitate high universalistic social spending. Finally there are clues in the data suggesting
that under conditions of intense Catholic and left competition with accompanying dis-
continuities of left rule, social spending escalates, as in Belgium and the Netherlands.

Left Power and Spending

During the entire period since World War I or the shorter period after World War II,
cumulative left power has had no effect on welfare effort or output. For instance, left party
power from 1919 to 1976 has no significant correlation with SS/GNP in 1966 (r � –.12),
SS/GNP in 1971 (r � .04), or SS per capita 1966 (r � .22) or 1971 (r � .25). In regres-
sion experiments including the major determinants of welfare effort—percentage of pop-
ulation aged 65 or more and corporatist-technocratic linkages—no measure of left power
has any significant explanatory effect. Whatever influence left parties have is indirect and
weak.
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Left Power and Taxes

Left power does increase reliance on painfully visible taxes, that is, personal taxes on in-
come, property, and capital gains; property taxes paid by households; individual net
wealth taxes; and, the smallest fraction, net wealth, gift and inheritance taxes—all as a
percentage of total tax revenues. These taxes, especially progressive income taxes, are fa-
vorites of left parties everywhere. From the 1950s to the 1970s, leftist governments 
suffered from the illusion that the road to equality runs through taxes on property and
progressivity in the tax system. Thus, when played against two major determinants of
tax visibility in the late 1960s—GNP per capita, which increases reliance on visible
taxes, and corporatism, which decreases such tendencies—left power still inspires reliance
on visible taxes.

Dependent Variable Independent Variables Beta p
Tax visibility, Left party power, .47 .03

average 1965 and 1971 1919–76
Democratic 

corporatism score –.42 .04
GNP per capita,

1966 and 1971 .35 .08
Adj. �

2=.48

Later, as governments in which leftist parties were prominent needed much-increased rev-
enues to finance their social-security and labor-market goals, they realized the political dan-
gers of these most unpopular taxes and shifted toward other more tolerable mass taxes, social-
security and consumption taxes. Left power alone, however—without structures for bargaining
that foster trade-offs between tax structures, social policies, and labor policies—could not pro-
duce this shift away from painfully visible taxes toward a balanced tax system. This is evident
in Australia, the United States, New Zealand, and Canada, and to a lesser extent the United
Kingdom, noncorporatist democracies with extended periods of left party power that still rely
heavily on visible taxes. Table 10.2 (backlash) shows types of taxes as a percentage of total
taxation and total taxation as a percentage of GDP by country in 1971 and 1988; chapter 10
explains why tax visibility is a major proximate cause of tax-welfare backlash.

Catholic Power and Spending

In contrast to leftism, cumulative Catholic power since World War I increases welfare effort
(for 1966, SS/GNP r � .74; for 1971, r � .60). Catholic power and social-security spend-
ing per capita, however, are unrelated (for 1966, r � .27; for 1971, r � .22). In both mul-
tiple regressions and cross-tabulations containing the most important sources of welfare
effort—population 65 and over, corporatism, and avoidance of visible taxes—Catholic
power holds up as a direct or indirect determinant of big spending. For instance, when they
are in the same equation, Catholic power is about as important as the proportion of the
aged as a predictor of welfare effort in 1966, although it becomes less important in subse-
quent years, while the beta weight for 65� climbs.
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Dependent Variable Independent Variables Beta p
SS/GNP average, 1966 Catholic party .34 .01

and 1971 power, 1919–76
Persons 65 and over .68 .01

as percent of total 
population, 1966 
and 1970

Adj. �
2 � .79

And by 1980 the effect of Catholicism disappears when corporatism and population 65� are
in the same equation. The reason: Countries dominated by Catholic party power did not
keep up with increases in social spending of such countries as Sweden, Denmark, and Nor-
way.

Catholic Power and Taxes

In contrast to leftism, Catholic power decreases reliance on visible taxes (r � –.50 for 1965,
–.52 for 1971, and –.42 for 1980). Catholic parties worried much less about progressivity
in the tax system; they relied more heavily on less-visible taxes. In fact, no country scor-
ing high on cumulative Catholic power scores high on tax visibility in any year (see tables
10.2 and 10.3, chap. 10 [backlash]). Neither leftism nor Catholicism increases per capita 
social-security spending. This is instead a product of affluence—GNP per capita with its
demographic and bureaucratic correlates—and of corporatism.

In short, left party power alone is not directly related to welfare effort (SS/GNP). It is
a poor second to Catholic power as an explanation of welfare effort. Left power, however,
increases reliance on visible taxes, while Catholic power decreases such reliance.

Corporatism, Taxes, and Spending

Strong corporatist bargaining arrangements and low tax visibility go together with high
taxes and strong welfare effort (SS/GNP), as well as generous per capita social spending.
The trade-offs typical among the social partners—labor accepting nominal wage restraint,
labor peace, high mass taxes, and low corporation taxes in return for management and
government acceptance of generous social and labor-market policies (see chap. 2)—foster
substantial consensus on a high level of social spending. In turn, expansive social spend-
ing requires a large tax base. Politically, this cannot be achieved with heavy reliance on the
most painfully visible taxes, that is, property taxes on households and individual income
taxes. (Chap. 10 explains why the Swedes are no longer an exception to that rule and
traces the process by which corporatist democracies have moved toward the German bal-
ance among types of taxes since World War II.) Although in 1965 corporatism did not
mean least reliance on visible taxes, by 1971, when taxing and spending had risen sharply
in the corporatist democracies, they had reduced their reliance on such taxes. Table 5.2
relates corporatism to total tax burden, reliance on visible taxes, and welfare effort
(SS/GNP) in 1971. Although we are forced to dichotomize our scores as either high or
low, thereby obscuring marginal cases (such as Denmark’s medium score on corporatism,
Germany’s low score but functional equivalents to corporatism), the table generally sup-
ports the theory. Specifically,
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1. Corporatism clearly fosters heavy taxes. Of 10 corporatist countries that include labor
in high policy, 8 are heavy taxers in 1971. (The figures on level and types of taxes by
country are in chap. 10, table 10.2.) In contrast, all other countries—the more decentral-
ized and fragmented democracies as well as corporatist countries that keep labor at a
distance ( Japan, France, Switzerland)—are light taxers.

2. Corporatism leads toward low tax visibility. Of all corporatist countries, only two
(Denmark and Sweden) are high in visible taxes as a percentage of total tax take. Because
tax visibility is a powerful proximate cause of tax-welfare backlash, these two deviant
cases are discussed in chapter 10. Of nine least-corporatist countries, only two are low in
tax visibility and they are corporatist-without-labor (France and Japan).

3. The combination of corporatism and the avoidance of overreliance on visible taxes permits
big social spending. Of eight cases with strong to medium corporatist bargaining arrange-
ments and low tax visibility, only Israel is a lean spender. At that extreme, a heavy mili-
tary burden plainly retards welfare-state development (see chap. 12).

These conclusions stand up to multiple-regression experiments that include affluence (GNP
per capita) and the age of the population (65� percentage) which, as we have seen, are strongly
related to welfare effort. No matter what we include in the regressions (affluence, 65� per-
centage, Catholicism, leftism, tax visibility, or other tax variables), corporatism retains its posi-
tive, independent influence on both welfare effort (SS/GNP) and its even stronger effect on
social spending per capita, a rough measure of cash and services delivered to individuals.

Like aging of the population, affluence is strongly related to social spending per capita
(for 1966, r � .57; for 1971, .67; for 1980, .78). A very rich country like the United States
can deliver quite a lot of cash to each person even though the percentage of its income de-
voted to the welfare state is modest; conversely a country that in 1971 was least rich, like
Austria, delivers modest per capita spending even if its welfare effort is strong. Thus, it is
impressive that controlling for both GNP per capita (ability to pay) and age of the popu-
lation in the late 1960s (demand for social security), corporatism retained its independent
influence. For instance,

Dependent Variable Independent Variables Beta p
SS per capita average, GNP per capita average, .67 .00

1966 and 1971 1966 and 1971
Persons 65 and over as .47 .00

percent of population,
1966 and 1970

Corporatism score .28 .03
Adj. �

2 � .82 (N � 18)

The results for 1980 regressions (not included here) show all three variables at work, ex-
plaining about the same variance but age structure is a bit less important and corporatism
is more important.

In sum: Considering all regressions and multivariate tables, including those not reported
here, the major consistent sources of strong welfare-state effort (SS/GNP) are democratic
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corporatism, Catholicism, and the percentage of the population 65�. By 1980 corporatism
and an aged population remain significant, but the effect of Catholic party power disappears,
mainly because the countries where Catholicism was powerful (e.g., Italy, Germany, Aus-
tria) did not match the accelerated spending of Sweden, Denmark, and Norway (see table
5.2). In explaining social spending per capita, corporatism, affluence, and the percentage of
population 65� are consistently the strongest predictors. Tax structures, when any two of
these other variables are in the equation, are weaker sources of spending. Tax policies are
instead a product of the interplay of bargaining arrangements and political party power.

We can now bring types of party power together with types of corporatism to generate
five types of political economy and relate these to welfare-state development. Table 5.3
shows that any type of corporatist political economy that includes labor at the high table
will exceed the average spending of the least-corporatist countries for all years from 1950
to 1986. Averages for each type show a descending order of spending from high to low as
follows: (1) left-Catholic corporatist; (2) left corporatist (although in 1986, a noncompara-
ble year, this category slightly edges out the first);22 (3) Catholic corporatist; (4) corporatist-
without-labor; (5) the most-fragmented and decentralized democracies. As chapter 2 has
shown, Catholicism and leftism are in some ways functional equivalents: since World War
I they have had similar effects on the direction of the political economy of rich democra-
cies; they both foster corporatist bargaining; they both embrace a traditional humanistic con-
cern with the lower strata. While left parties articulate a stronger, more consistent egalitar-
ian ideology, both types of mass-based parties, when in power, have interacted with the social
partners to promote welfare-state spending. (Types of spending and specific policies do vary,
as subsequent chapters will show.)

The Effects of Party Continuity and Competition on Spending

That Catholic-left corporatist countries lead in average level of spending in table 5.3 sug-
gests that the more intense the competition between Catholic and left parties, the more left
parties in power will spend. It would be useful to consider the number of interruptions in
either left or Catholic power as an indicator of Catholic-left competition. But because
Catholic parties have remarkably stable tenure in office, we cannot make any inferences
about the effect of competition on their spending policies.

Consider, for example, the cases of the Italian Christian Democrats, the Belgian Social
Christians, and to a lesser extent the Austrian People’s party—all of which, at least until
the mid-1960s, dominated their country’s postwar politics. With such stability among pow-
erful Catholic parties, we must settle for interruptions of left rule as our measure.

There are three clues that the number of times the left was thrown out indicates Catholic-
left competition and results in more spending. First, there is a significant correlation between
interruptions of left party power and social welfare effort in 1966 (the same relationship ap-
proached significance in 1971, r � .33). Second, the country with the highest number of left
party interruptions, Belgium with six such occasions, also has a stable Catholic party; even with
its intense ethnic-linguistic divisions, the Social Christians have dominated except for the years
1954 – 58. The country tied for second place, Germany, with four left interruptions, has a sim-
ilarly stable Catholic party, while France, with left parties thrown out three times, has a Cath-
olic party which has at least held office. In these cases, interruptions of left party power appear
to be good indicators of left-Catholic competition.
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It is difficult to test directly the notion of competitive escalation of social spending be-
cause so few countries score high in both left and Catholic party power. For the entire pe-
riod of democratic politics from 1919 to 1976, only Belgium scores high on both. In the
post–World War II period, three countries (Belgium, Netherlands, and Austria) evidence
strong Catholicism and leftism. Germany is a marginal case where Catholic power is high
and left power medium. Since there are only six countries with positive Catholic party
scores, it is impossible to sift out an independent interaction effect by means of regression
analysis.

Although limited, the data in table 5.3 and the record of interruptions to party power
1919 – 76 (Wilensky, 1981c, p. 373) suggest first that long-term continuous rule by Cath-
olic parties or Catholic domination of governing coalitions (West Germany, Italy) con-
strains the rate of increase of social spending; Catholic-corporatist countries consistently

 . Types of political economy and social spending as a percentage of GNP, 1950 – 86*

*Sources and measures for spending in footnotes to table 5.1.
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rank at the bottom in rate of increase among the five types, although their level of spend-
ing is typically above average. Second, frequent alternating victories and defeats of left par-
ties with substantial mass base escalate their interest in spending their way to more stable
power, whether from desire or necessity. (With Catholic power so continuous, we cannot
know what effect their frequent defeat might have.) Thus, left-corporatist countries rank
high in both spending and increases in spending, except in the rare cases of long-term con-
tinuous left rule (e.g., Austria).

These data also provide clues to the question of whether amount and number of years
of power count more or less than the continuity in office that permits planning. Appar-
ently for both Catholic and left parties, continuous power (few interruptions) generally per-
mits the kind of planning that holds down spending (Catholic-corporatist Germany and
Italy and Catholic-left corporatist Austria) while sheer amount of power and years exer-
cised under intense competition has the reverse effect (Catholic-left corporatist Nether-
lands and Belgium). Austria fits the pattern of long periods of domination by left parties
and slower growth in spending from a high base. Sweden is the deviant case: continuous
left rule did not constrain Sweden’s rate of growth of social spending.

In short, stable tenure and sheer amount of power without continuity may have oppo-
site effects on social policy. It is the discontinuities of rule, under conditions of keen Cath-
olic and left competition, that escalate spending most, although discontinuities in left dom-
inance makes left-corporatist countries a close second.

These tests of my political economy model suggest two roads to a strong welfare effort:
Catholic, corporatist, heavy taxers and spenders with balanced tax structures (avoiding over-
reliance on painfully visible taxes); and leftist, corporatist, heavy taxers and spenders with
balanced tax structures. The deviant cases that do not quite fit these patterns appear to be
moving in the right direction. West Germany, counted as marginally corporatist, has prob-
ably become more corporatist in the past 30 or so years. Israel, a case of medium corpo-
ratism, is a high taxer but a low social spender; without its extraordinary military burden it
would spend more on social programs (chap. 10 shows that military spending at the high
level of the cold war subverts social spending). Finally, in 1971 Sweden and Denmark—
left-corporatist countries that in 1971 were still relying on visible taxes—are with varying
speed moving toward greater tax balance (chap. 10).

Convergence Theory: Economic Level, Population Aging,
Mobility-Meritocracy, and Minority-Group Cleavages

There are good reasons to suppose that at some high threshold of economic development
very rich countries experience structural changes that decrease the appeal of heavy taxes to
finance increased social spending from the high base already achieved by most of our rich
democracies. At least there is mildly increased resistance to the pace of welfare-state ex-
pansion that prevailed from 1950 to 1975 or 1980, consistent with the data on the slower
rate of growth in both economy and social spending discussed earlier.

First, as we have seen in chapter 1, at very high levels of development, postsecondary
educational opportunities expand and the upper-middle class and the middle mass both
grow. These educational-occupational shifts bring increased rates of occupational and res-
idential mobility and more labor-force participation by women. Consequently, increasing
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fractions of modern populations can buy so much on the market or bargain for so much
privately that they begin to resist the taxation necessary for the expanding welfare state they
simultaneously demand (cf. Wilensky, 1965, p. x). Mobility is also a force for the develop-
ment of meritocratic ideologies and the decrease of community solidarity (see chap. 14 on
mayhem).

Second, the economic growth rate of the most-affluent democracies tends to be slower
than the growth rate of the least rich. In fact, sheer level of affluence is negatively corre-
lated with growth for all time periods up to 1974 when it fades to insignificance for sub-
sequent periods up to 1990 (e.g., economic level is correlated only –.28 with real GDP
growth per capita 1974 – 79). Among modern populations who are used to expanding stan-
dards of living for themselves and their children, slow or no economic growth exacerbates
social cleavages, political conflict, and general discontent. Under modern conditions, the
war of all against all, the zero-sum society, is held in check by decent growth; it may be re-
leased by fading growth. Equally important, growth provides the added resources to sup-
port growth in social spending; the less growth, the less leeway for social spending.

Third, the postwar period has seen increasing immigration, legal and illegal, to all 
the rich democracies, accelerating with the stream of refugees of recent years. Formerly
more or less socially homogeneous nations such as Austria, Germany, Italy, France, Swe-
den, Norway, Finland, and Denmark are catching up in social cleavages with such coun-
tries as the United States, Canada, Australia, Switzerland, the United Kingdom, and 
Israel. In other words, the rich democracies are converging in their social heterogene-
ity, their cleavages of religion, ethnicity, race, and language (for details, see chap. 17 on
globalization).

But social heterogeneity can cut both ways. In explaining the backwardness of the
United States, Gunnar Myrdal (1960, pp. 54ff., 87, 100 passim.) invokes its deep social
cleavages. In contrast, my argument (Wilensky, 1965, pp. xviii–xix) suggests that social
heterogeneity and minority-group conflict slow down welfare-state development and
create tax resistance only where they are given sharp expression by a decentralized if not
fragmented polity. (Tables 10.4 and 10.5 on backlash support that argument.) Consider
two countries at the extremes of social spending, both with strong social cleavages—the
Netherlands at the top, the United States at the bottom. In the Netherlands one needs
a special vocabulary (verzuiling or “pillarization,” “view of life,” “confessional-political
blocs”) to describe the diversity of religious and nonreligious groups which cut through
all areas of Dutch life and are expressed in social issues. Even radio and television are or-
ganized by these blocs (see chap. 3). A strong central government, however, is able to
channel their expression and dampen the cleavages. The provinces and municipalities are
weak; their heads are appointed at the Hague; government integrates the confessional-
political blocs at the top in a complex network of advisory bodies, public and semipub-
lic (Goudsblom, 1967). The welfare state from 1950 to the 1980s flourished. A similar
central containment of more bitter ethnic-linguistic struggles is evident in Belgium. The
contrast of Holland and Belgium, egalitarian welfare-state leaders with low backlash, with
the decentralized and fragmented federalism of the United States, Switzerland, or
Canada—inegalitarian welfare-state laggards with high backlash—is obvious.23

Another aspect of minority-group conflict creates contradictory pressures. On the one
hand, a wider civic virtue cannot fully flourish when ties to minority groups are strong,
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for racial, ethnic-linguistic, and religious cleavages block meaningful participation in less
parochial voluntary associations and encourage separatist allegiances; furthermore, minority
groups sometimes create welfare and education services of their own, thereby subverting
public expenditures. And as we shall see in chapter 9 the minority-group thrust for equal
opportunity increases mobility, which fosters backlash. On the other hand, minority groups
create general pressure for equality and sometimes join coalitions in support of expanded
state aid for education and welfare services. Insofar as that pressure reduces inequality, it re-
duces resistance to social spending and the taxes to support it. In other words, egalitarian
corporatist democracies with the “right” taxing policies can offset the negative effects of
increased social cleavages on social spending. Given these contradictory pressures of 
minority-group conflict, we would expect that their net average effect on welfare-state de-
velopment for all 19 countries would be modest.

In short, structural changes characteristic of advanced industrialization—an expanded
“middle mass,” increased mobility and meritocracy, more minority-group cleavages, reduced
rates of economic growth—should eventually slow down or even reverse welfare effort.

Offsetting these tendencies of very rich countries, however, are increased pressure from the
demand side and, for some of our countries, corporatist bargaining arrangements. Continu-
ing industrialization increases our old standby, the aging of the population, thereby increasing
pressure for social spending both as a percentage of GNP and per capita. Continued growth
provides the money to finance social spending. At the level most rich democracies had
achieved by the late 1990s even slow growth brings amazing increments of cash; a meager
one percentage point increase in real annual growth in the United States in a $9.25 trillion
economy in 1999 yields an extra $92.5 billion for about the same number of people.

To test the industrialization model, we used measures of economic level, economic
growth, and population aging and devised measures of mobility, meritocracy, and minority-
group cleavages and explored their interaction. Because the distance between the GDP per
capita of most-rich countries and that of least-rich countries is not great, we would not ex-
pect convergence theory to be as strong as our types of political economy in explaining na-
tional differences in welfare effort but to be better in explaining per capita spending.

We can now test these ideas by exploring the effect of industrialization and its struc-
tural correlates on social spending and then attempting to combine the results with types
of political economy in a final causal model.

Measures for Testing Convergence Theory

We start with measures of affluence or levels of industrialism—per capita GNP in 1966,
1971, and 1980—which, as we have seen in chapter 1 and will see in chapters 8 and 9, leads
to increased mobility and a societal emphasis on meritocracy. Mobility and meritocracy are
here measured by intergenerational mobility (sons of working-class fathers moving up to
nonmanual occupations; there are no data on daughters); the percentage of working-class
sons and daughters in higher education (1965 and 1970); higher education enrollment ratio
(average of 1965 and 1970); and higher education expenditures per capita averaged for 1965
and 1971. Each component was scored 0, 1, or 2, and equally weighted. Total scores range
from 0 (Austria and Ireland) to 8 (USA, Canada).

Because we lack data for New Zealand on both mobility dimensions, we dropped it.
Because of the positive correlation between occupational mobility and educational mo-
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bility, where we lacked data on one or the other variable we scored each case (H, M, L)
according to the variable for which we had data. (See appendix I—for scores, details, and
a comparison of residential mobility rates—closely related to the mobility rates we use
here.)

All of the higher education enrollment and expenditure variables between 1965 and
1980 are highly intercorrelated so that any meritocracy measures we use to construct this
index would yield the same results. In short, the index measures relatively stable structures
of mobility and meritocracy.24 We use higher education enrollment ratios and expenditures
as indicators of a country’s emphasis on meritocracy on the assumption that higher educa-
tion still remains meritocratic. A society with a high enrollment ratio (e.g., a quarter to
half of 20- to  24-year-olds were in postsecondary education as early as 1965 – 71) that also
invests relatively large sums in higher education per capita is a society that acts out the value
of equality of opportunity. Despite the egalitarian thrust of movements to increase access,
reduce tracking and selection by ability, and relax requirements, modern universities, col-
leges, and technical institutes remain essentially meritocratic.

That investment in higher education is meritocratic is confirmed by its negative cor-
relation with the rest of the welfare state (social security/GNP), which is more egalitar-
ian and collectivistic (see chaps. 6 on sector spending and 8 on the welfare mess). Simi-
larly, the correlation between the percentage of adults with postsecondary education circa
1989 (OECD, 1992b, p. 23) and social spending/GDP 1986 (table 5.1, footnote b) is –.69
(p � .01).

Minority-group cleavages in this model are a second source of mobility and meritoc-
racy. As we shall see in chapter 9, democratic governments everywhere are responsive to
the mobility aspirations of ethnic, racial, and religious groups. The public sector opens
up first, the private sector follows. Whatever the ambivalence of minority groups about
the conflict between equality of opportunity and equality of results, the net outcome is
expanding opportunity for upward mobility, whose universal effects are to reinforce mer-
itocratic values. Whether the upwardly mobile person who escapes from poverty, the
working class, or an impoverished minority group extends a helping hand to those left
behind depends on structures for cross-class solidarity—for instance, the strength of such
broad-based associations as multi-industrial unions, political parties, and churches. But
even where social solidarity is strong, the central tendency for ambitious mobile men and
women is to distance themselves from their origins. The limited research on the politi-
cal and ideological impact of mobility suggests that whether the mobility is up or down,
it has similar effects: the upwardly mobile identify with the class of destination, while the
downwardly mobile cling to the class from which they are falling, expecting or hoping
to return (for a review of evidence, see Wilensky and Edwards, 1959; cf. Curtis and Jack-
son, 1977, pp. 145 – 146). The ultimate outcome is to reinforce a reciprocal alienation
among the poor, the near-poor, and the comfortable majority. This can undermine the
sense of shared risk that favors universalistic social spending.

Like mobility, meritocracy, and minority-group cleavages, persistent differences in the
age structure of the population are rooted in differences in the past timing and rate of in-
dustrialization. But at very high levels of development, convergence takes place. This is ev-
ident in the rapid catch-up of Japan, a late industrializer with a young population that led
all our democracies in rate of economic growth and the concomitant decline in fertility
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and thereby a most rapid increase in the percentage of population over 65 and a rapid in-
crease in welfare effort since 1970. This, despite the weakness of labor-left pressure and a
high (if declining) rate of traditional three-generation households (see chap. 1).

Results for Convergence Theory

Correlations between variables in the industrialization model are promising. In regression
analysis, however, only affluence, aging, and minority-group cleavages survive as predictors
of welfare effort. Economic growth and mobility-meritocracy drop out in all time periods.
In predicting spending per capita, affluence becomes even stronger, aging remains a robust
booster of benefits, minority-group cleavages are a weak drag on spending, while mobility-
meritocracy drops out in all equations but one.

A word about the fate of each of these variables:

1. Affluence and aging. By changing family and demographic structure via increasing
female labor participation, reducing fertility, and, later, increasing the health and longevity of
the aged while reducing their opportunities to work, affluence increases the percentage of
the dependent population over 65 and at a very high level of development, the percentage
over 80, thereby driving the need for and political demand for social spending. This is con-
firmed by the path from GNP per capita to 65� to welfare effort (figure 5.3). These rela-
tionships are even stronger for regressions explaining per capita social spending; the variance
explained by affluence and aging increases from the mid-1960s to the mid-1970s to 1980.

2. Minority-group cleavages are strongly related to the index of mobility and meritocracy
(r � .73), which in turn sets up increased resistance to social solidarity and social spending.
Because of the offsets discussed earlier we would expect a negative but weak relationship.
Minority-group cleavages are negatively correlated with the GNP share of social spending
1966 and 1971 (–.46; p � .05) and 1980 (r � –.58; p � .01). Cleavages have no relation-
ship to per capita spending (except a marginal correlation of –.41 in 1980).

�egressions of SS/GNP 66 – 71 on affluence in 1966 and 1971, minority-group
cleavages, and mobility-meritocracy, however, show no significant relationships for this
part of the industrialization model, although the signs are in the right direction. Popula-
tion aging, when in the presence of any two of the other industrialization variables,
evidences a strong relationship to welfare effort. Using 1980 data, the results are better:
affluence promotes spending while social cleavages are a drag on spending. (The correla-
tions for mobility/meritocracy and spending are negative for all years but approach
significance only in 1966 [r � –.47; p � .10]; so it drops out in all equations.)

Dependent Variable Independent Variables Beta p
SS/GNP 1980 Minority-Group –.58 .06

Cleavages Index
Mobility-Meritocracy .04 n.s.

Index
GNP per capita 1980 .42 .05

Adj. R2 � .39 (N � 18)

So far, we have a fairly weak confirmation of the convergence model.
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3. Economic growth in various periods does not stand up in this scheme as an independent
predictor of SS/GNP, although the correlations are in the right direction (positive). �eal GDP
growth per capita averaged for the whole period 1950 – 74 is correlated .45 (p � .05)
with spending for that period, but it fades to insignificance for 1974 – 79 and subsequent
periods.

Results for the Combined Models

To capture the causal order of the most consistently strong sources of welfare effort, we
must combine the effects of industrialization with the effects of variation in types of polit-
ical economy.

The path diagram, figure 5.3, shows two roads to lavish spending: the familiar path from
leftism and Catholicism to democratic corporatism to welfare effort (SS/GNP 1980); and
the second somewhat stronger path from affluence through population 65� to welfare
effort. This diagram, an adaptation of regression techniques to our causal models, shows
that the only variables from convergence theory that still strongly shape both the level of
welfare effort and per capita spending are affluence and population 65�. As we shall see
in later chapters explaining tax-welfare backlash, mayhem, and bureaucratic bloat, however,

Leftism
1946-76

Catholicism
1946-76

SS/GNP
1980

Affluence
1980

Corporatism
Score

Pop. 65�
1980

.63

.55*

.45*

.48*

.60**

.38*

.80

.81

�.03

�.21

.04

Figure 5.3. Combining the industrialization model with the political economy model: leftism and
Catholicism foster corporatism thereby increasing social spending; affluence increases population
aging thereby increasing social spending
N=19. * indicates path coefficient significant at p < .05; ** indicates path coefficient significant at p < .01. Adjusted
�

2 for SS/GNP = .56; for Corporatism = .26; for Pop. 65+ = .32. Sources and measures for spending in footnotes
to table 5.1.
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the rest—especially minority-group conflict and mobility-meritocracy—also count heav-
ily, sometimes more than types of political economy.

Figure 5.3 cannot capture the types of corporatism discussed earlier or the ambiguous
role of minority-group cleavages as they interact with mobility and meritocracy. But to-
gether with the tables showing spending and taxing patterns by country over time and dis-
cussion of continuities and retrenchment in the welfare state, this combined path diagram
is strong confirmation of my central theme: The structural correlates of industrialization
push all rich democracies toward convergence at a high level of social spending; differences
in the power of mass-based political parties as they interact with national bargaining pat-
terns (especially the structure, functions, behavior, and interplay of labor, the professions,
management and the government) explain the substantial differences in patterns of taxing
and spending that remain among the countries equally rich. There is no uniform “crisis”
of the welfare state, although there is much hysterical talk about it. Instead there is a slow-
down in the rate of expansion and some reductions in benefits per person, with variation
in the targets and the fairness of the cuts. Governing parties of every ideological persua-
sion have endorsed retrenchments in social spending, but center-left coalitions tend to im-
pose more equality of sacrifice in the distribution of pain. The core programs of the wel-
fare state remain immensely popular; efforts to reduce their cost encounter vigorous mass
resistance everywhere.

The remaining chapters of Part II on the welfare state explore variations in sector spend-
ing and program emphasis; family policy and its opposite, the welfare mess; and bureau-
cratic bloat and efficiency.

Notes

This chapter is a summary and updating with further tests of my conclusions in Industrial Society
and Social Welfare (Wilensky and Lebeaux, 1958), The Welfare State and Equality (1975), The ‘New Cor-
poratism,’ Centralization, and the Welfare State (1976a), “Leftism, Catholicism, and Democratic Corpo-
ratism” (1981c), “Ideology, Education, and Social Security” (1982), “Political Legitimacy and Con-
sensus” (1983), Comparative Social Policy: Theories, Methods, Findings (with others, 1985) and an
unpublished paper, “Paths of Development of �ich Democracies” presented at a conference at the
University of Chicago, November 1 – 3, 1984. I will here cite only a few selected works that in my
view have moved comparative analysis of the welfare state forward. For elaborate citation of the bur-
geoning postwar literature on the welfare state prior to 1985, see my earlier publications.

1. In 1966 East Germany and Czechoslovakia ranked 8th and 9th of these 22 in social-security
spending while the USS� lagged at 16th. They fit a convergence theory because their estimated GNP
per capita at factor cost puts the USS� quite a bit below the two more modern Communist regimes,
both of which got into the welfare-state business earlier than the former USS� and have older pop-
ulations (Wilensky, 1975, pp. 121 – 128). Because so many of the data on these three countries are of
dubious comparability, we dropped them from further analysis.

2. For instance, inconsistencies in the findings about the importance of economic level in 
welfare-state development can be explained partly by the range of per capita GDP captured by a sam-
ple. The greater the range of riches brought to view for any one year, the more important economic
level will be. Compare Cutright’s 76-country sample (1965) and Wilensky’s 64-country sample
(1975) with Aaron’s 22 (1967), Pryor’s 14 (1968), and Wilensky’s 22 richest countries (1975). A
second source of discrepant findings is that time-series data such as those used by Pryor and Hage
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and Hanneman (1977) capture shifts in demographic structure, ideology, technology, and social orga-
nization that can only be inferred from cross-sectional data, although both types of study typically
yield very similar results in welfare-state research.

3. For example, such labels as “The Logic of Industrialism School” vs. the “Political Economy
School” (Orloff and Skocpol, 1984) or “political explanations” vs. “economic explanations” (Cas-
tles, 1978), or “quantitative” vs. “historical” or “qualitative” (another misleading dichotomy) can-
not adequately characterize either theory or findings in such work as Flora and Heidenheimer
(1981), Flora et al. (1983) and the Historical Indicators of Western European Democracies group
(comparative historical, quantitative); Wilensky (1975) and subsequent publications of the Berkeley
Welfare State Project (comparative contemporary, both qualitative and quantitative); Pryor (1968)
(comparative East and West and quantitative); �imlinger (1971); Heclo (1974); Myles (1989) (com-
parative historical case studies) and Hicks, Misra, and Ng (1995) (comparative, historical, quantita-
tive); or the Huber, Stephens, and �agin Welfare State Project at North Carolina—for example,
Huber, �agin, and Stephens (1993) and Huber and Stephens (1996) (comparative quantitative and
qualitative)—let alone such earlier work as Titmuss (1958); Wilensky and Lebeaux (1958); Briggs
(1961); T. H. Marshall (1964); or Cutright (1965). All of these scholars attempt to unscramble both
political and economic, as well as cultural and structural sources of welfare-state development; inso-
far as they are systematically cross-national they examine both divergence and convergence among
the industrialized countries.

4. If we confine the measure to income transfers to the working population in OECD countries,
the GDP share of unemployment or disability insurance, means-tested social assistance, and child al-
lowances declined in the 1980s in additional countries—Belgium, Denmark, Luxembourg, and the
Netherlands, largely because of tightening of eligibility rules (OECD Observer, 1996, p. 28).

5. Confirming my conclusions from comparing alternative measures of social spending in the pre-
1975 period (Wilensky, 1975, pp. 125 – 128), Alestalo and Uusitalo (1992, pp. 40 – 41) compared 
social-spending measures for 18 rich democracies in 1980 and conclude that four different defini-
tions of welfare effort (SS/GDP) yield a very similar rank order; table 5C.1 in appendix C compares
the expenditure data used in this chapter (with GNP as denominator) with OECD data and LIS data
(with GDP as denominator); it makes little difference for the comparisons I make. Other chapters
deal with more specific types of taxation and spending and discuss particular economic, labor, and so-
cial policies and their effects.

6. The problem for research is to discover the relative weight of these different forces and pro-
cesses in explaining particular outcomes. Incidentally, the three most careful multivariate studies
that offer time-series analysis of both political and economic variables—Pryor (1968), Peters
(1972), and Hage and Hanneman (1977)—consistently show that economic level (as a clue to
available resources, demographic pressures, and the shape of social stratification) is a powerful de-
terminant of social spending, either as a fraction of GNP or GDP or per capita, confirming cross-
sectional analyses. The most thorough recent quantitative analysis of social transfers/GDP among
19 democracies (18 of ours plus Greece) from 1960 to 1981 (Lindert, 1996a, pp. 14 – 15, 30 – 31)
shows that the percentage of the population 65� is the leading cause of aggregate social spend-
ing with GDP per capita also important (more than inequality and deadweight costs as drags and
voter turnout and turnover of the chief executive as stimuli to spending). But based on forecasts
of age distribution and GDP per capita 1990 – 2020 and actual growth rates 1980 – 92, Lindert
indicates that population aging has diminishing effects. His analysis suggests that “the threshold
is crossed when there are 224 persons over 65 for every 1000 working-age adults. For 12 of the
19 countries that point came before 1976. Finland and Netherlands reached this threshold by
1980 while 5 others (Australia, Canada, Japan, New Zealand, and the United States) had not
reached it as of 1981” (ibid., p. 15). This is consistent with my 1965 suggestion of a threshold of
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economic level beyond which the rate of growth in social spending will slow down or level off

(Wilensky, 1965, p. x).
7. Peter Lindert (1992), using national statistics yearbooks and other data for 18 of our coun-

tries from 1880 to 1930, also concludes tentatively that even then the aging of the adult popula-
tion was a major determinant of increase of government subsidies for the poor, the unemployed,
the elderly, and the sick or disabled (pp. 15, 18, 26)—second only to democracy (measured by
presence-absence of voter turnout and female suffrage) and well ahead of income per capita. Pop-
ulation aging, however, had a negative influence on enrollment ratios (Lindert’s proxy for educa-
tion spending). These findings confirm my argument about the early and continuing importance
of aging in welfare-state development. In fact, as Estelle James (1995) suggests, developing coun-
tries today will have “old” demographic profiles at much lower levels of per capita income than
the industrial nations: their fertility rates are declining faster and medical knowledge and care is
diffusing more rapidly than before. Aging pressures on these incipient welfare states will likely ac-
celerate faster than their ability to pay.

8. Theoretically, stiffly means-tested benefits targeted to the poor in some countries (including
the United States before the welfare reform of 1996) are an entitlement. But there are typically so
many eligibility rules and so much administrative discretion that these programs (such as AFDC in
the United States) stand in sharp contrast to universal, categorical benefits such as pensions and health
insurance, with uniform standards and predictable eligibility.

9. Ireland is an ambiguous exception. While it has gradually softened eligibility requirements for
its original tax-financed means-tested pension, in 1961 it introduced a compulsory contribution-
based, flat-rate pension for employees only; the original system is now mainly for the self-employed
(Overbye, 1994, p. 151). Also, a large portion of Ireland’s labor force are still self-employed farmers—
a prop for a tax-financed minimum guarantee approach (Palme, 1990, p. 44); as industrialization con-
tinues and the farm population diminishes, pressure for an earnings-related addition should mount.
The question mark for New Zealand in figure 5.1 indicates fluctuations in policy. In 1974 a Labour
government introduced a contribution-based earnings-related scheme, as predicted by the conver-
gence theory, but in 1976 a National (conservative) government repealed it, substituting a very gen-
erous flat-rate, tax-financed public pension (Overbye, 1996, p. 31). New Zealand’s radical neoliberal
experiment after 1985 again introduced more income testing in its welfare state, but a massive pop-
ular revolt, the formation of four new parties, and a unique shift from majoritarian winner-take-all
electoral rules to a German-style proportional representation system makes further shifts all but in-
evitable (see discussion of dealignment in New Zealand, chap. 11).

10. This section is based partly on my remarks at an OECD Conference of Finance Ministers
and Social Affairs Ministers (Wilensky, 1981c) and subsequent research. Among those who share my
view of the alleged welfare-state “crisis” and provide empirical evidence casting doubt on the idea
are Alber (1988), Klein and O’Higgins (1985), and Marmor and Mashaw (1988). Alber notes that
crisis talk has been a feature of welfare-state politics for almost a century. In Germany, when Bis-
marck’s social legislation reached a cost of 1.4% of GDP in 1905, it triggered heated debate over its
backbreaking economic burden and threat to civic morals. In recent decades crisis-mongering has es-
calated, aided by the rise of the broadcast media, which amplify extreme views.

11. Because of variation in what is off budget, in onetime asset sales, and in other obscurities,
measures of debt and deficits are not included in my analysis of economic performance, chapter 12.

12. Pierson concludes that Thatcher had more success than �eagan in increasing the share of total
social expenditures that are means tested (1994, table 6.3, p. 145). But the comparison is misleading.
He excludes U.S. state expenditures from the programs he covers (Medicaid, food stamps, public as-
sistance, and SSI). Moreover, the aggregate figure lumps together visible, stigmatized benefits (AFDC
and food stamps) with invisible programs targeted to the poor (EITC), which lack stigma and can
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grow more easily (see chap. 8); SSI, where the aged population is the target and where stigma is less;
and Medicaid, where provider and administrative costs soar and where much of the money comprises
the only government support for long-term care for the aged, a program that enjoys broad popular
support. Finally, the measure—percentage of total social spending—yields results different from those
of GDP shares or per capita benefits. Cuts in real benefits in means-tested public assistance from 1980
to 1995 were substantial in both countries (see chap. 6; cf. Bawden and Palmer, 1984; and Alber,
1996).

13. This account of NHS reforms is based on Klein (1995), Giaimo (1995), and Döhler (1991).
14. One estimate suggests that by 2030, 38% of Germans will be over 60, 16% under 20 (The

Economist, February 1994). Assuming no change in retirement age, a slightly different measure for
1995 and 2025—the ratio of retirement-age persons to 100 working-age adults—yields similar re-
sults: in 1995, 29.6; in 2025, 54.1. That is almost as burdensome as Austria’s 36.7 and 61.4. Compa-
rable figures for the United States, where the attack on “entitlements” is most hysterical, are only
22.3 and 35.1.

15. The long established system of tripartite self-governance involves government, patients, and
providers, with some input from other groups. Nonprofit sickness funds based on occupation or re-
gion combine in national associations and must bargain with physicians’ associations; they are gov-
erned by national framework legislation. Since 1977 they must take account of annual recommenda-
tions of the Concerted Action in Health Care, a roundtable which includes labor unions, employers,
officials at various levels of government, and various provider groups. See chapter 16.

16. The following account of recent reforms of Italian social programs is based on Ferrera (1994),
Saraceno and Negri (1994), MacFarlan and Oxley (1996), and my interviews.

17. At this writing, mothers are still required to take off two months before and three months
after childbirth. For risky pregnancies, they can take off the entire period of pregnancy. (Many women
claim “risky” pregnancies from day one, with the acquiescence of their physicians.) Most working
women receive full salaries during leave, 80% covered by social security, 20% by employers. Chapter
7 compares an array of family policies in 19 countries, including parental leave. It shows that corpo-
ratist countries with the combination of strong Catholic and left parties score medium on an index
of innovative and expansive family policies, reflecting the ambivalence of Catholic parties toward
women’s place and the offset of both corporatism and left power. But on maternal leave Italy ranks
high and remains there.

18. Based on my interviews; publications of the Ministry of Health and Social Affairs and the
Swedish National Insurance Board (various years), Niemelä and Salminen (1994), Huber and Stevens
(1996), Kuhnle (1996) and Palme and Wennemo (1998).

19. This account has benefited from the research assistance of historian Craig Patton, who did a
thorough review of German language sources, and discussions with Stefan Leibfried.

20. The paternalistic-authoritarian flavor of the Nazi doctrine of labor and the “plant commu-
nity” is captured by Franz Neumann’s account of the Charter of Labor, the Nazi Labor Courts, and
the Labor Front (Neumann, 1942, pp. 413 – 439). Section 2 of the National Socialist Charter of Labor
declares that, “The leader of the plant [the employer] decides as against the followers [employees] in
all matters pertaining to the plant in so far as they are regulated by statute. He shall look after the
well-being of the followers, while the latter shall keep faith with him, based on the plant commu-
nity” (ibid., p. 421; cf. Mason, 1976).

21. In the tests in this section, it would be desirable to go beyond 1980 and 1986 for the 19 coun-
tries. But later quantitative data are either noncomparable, less reliable, or became available after ex-
tensive analysis was completed. The post-1980 developments and literature discussed earlier do not
contradict my conclusions in the rest of this chapter.
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22. Even if we exclude Israel from this category as a deviant case, the average welfare effort of
left-Catholic corporatist countries exceeds that of the left-corporatist countries for all years in table
5.3 from 1950 to 1980.

23. The above hypotheses refer only to that social heterogeneity based on descent (ethnicity, re-
ligion, race). Other sources of heterogeneity—education, occupation, income—are not considered
here. Some observers of minority-group cleavages, including me, would rank the Netherlands and
Belgium a bit higher than the scoring method in Appendix I ranks them (8th and 9th of our 19
countries). Chapter 2 explains why recent adjustments in Dutch bargaining arrangements and the
erosion of verzuiling have not made a major difference in social policies, except to make them more
efficient.

24. For instance, we constructed a new index of mobility-meritocracy using 1970 – 80 educa-
tional spending and educational mobility data; it is correlated .96 with the index using measures for
1965 – 70. Substituting this in regressions and path diagrams yields the same results.
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6

SECTOR SPENDING AND 
PROGRAM EMPHASIS

Among the notable national differences in welfare-state development are variations in
the priorities given to particular programs and spending packages. Data available to de-
scribe program emphases are limited. For instance, ILO measures of means-tested be-
nefits are useless; active labor-market policies until recently were little studied and no
comparable spending data are available for 19 countries; family policies, especially as they
developed in recent decades, are not adequately captured by the “family or child al-
lowances” category of sector spending in standard sources. Still, we can learn something
from an overview of broad government spending categories for pensions and disability
insurance, health care, work-injury insurance, war-victims benefits, family allowances,
education, and higher education.1

This chapter specifies which of these spending packages hang together and shows how
types of political economy (Catholicism, leftism, corporatism) and economic level (popu-
lation 65�, affluence, mobility, and minority-group cleavages) shape patterns of spending.
Chapter 8 presents our own estimate of means-tested public assistance (what Americans
call “welfare”; the British, social assistance; and the Germans, social help) and puts the
American welfare mess in comparative perspective. These data are added to tables in this
chapter. Chapter 7 deals with a broad array of family policies and programs, including child
care, maternity and parental leave, and flexible retirement, which are correlated both with
one another and with family allowances. Governments that put money and effort into one
family policy tend to evidence the same commitment to related policies. Chapter 2 deals
with the trade-off between an active labor-market policy (training and retraining, job coun-
seling and placement, and job creation coordinated by an effective labor-market board) and
passive policies (unemployment compensation, public assistance).

Spending Packages

Examining the correlations among different spending sectors as a percentage of GNP for
1966, 1971, 1974, and 1980 (table 6D.1 in appendix D), we see a clear pattern: spending
for old-age pensions (including survivors and disability insurance) are significantly and con-
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sistently correlated with family allowances and work-injury spending and positively but not
significantly correlated with health care. All four are positively related to aggregate social
spending and to one another (except that work injury is unrelated to health care). Two
areas stand aside. First, public-assistance effort (an accent on means testing) is unrelated to
the core programs or social rights of the welfare state, although it shows a pattern of neg-
ative if insignificant correlations with universalistic pensions, family allowances, and health
care. Second, aggregate education spending (all levels, kindergarten through college) has lit-
tle consistent correlation with anything else (except a few negative correlations with spend-
ing on war victims and work-injury insurance and three positive correlations with means-
tested benefits, diminishing to zero from 1966 to 1983). Higher-education effort, however,
evidences a consistent pattern; it is positively and significantly correlated with means-tested
benefits—reflecting what we have seen in chapter 5, their strongly meritocratic, antiegali-
tarian character.

What a nation does for war victims is unrelated to its effort in the areas of pensions,
family allowances, public assistance, higher education, or even aggregate social spending.
It is negatively correlated with health-care spending, and positively correlated with work-
injury insurance. Benefits for war victims are instead a product of variable participation in
wars. Thus, even such welfare-state laggards as the United States, Canada, and Australia
or a middle-rank spender such as the United Kingdom—all major participants in World
War II as well as subsequent small wars—typically developed a generous welfare state for
veterans and their families. For instance, veterans’ pensions, health care, and other benefits
in the United States were a backdoor means of reducing poverty that never opened to
anyone but veterans. Compared with ordinary public relief or old-age assistance, veterans’
benefits pay better and come easier; the recipients are not badgered or made to feel they
are a drag on society. These programs are, in fact, the very model of a modern humanis-
tic socialism: they are characterized by federal standards and financing; a presumption of
eligibility and of earned right; easy application and easy appeals; and a warmhearted col-
laboration of intercessor groups like the American Legion, who drum up claimants, and
an administrative agency instructed by law to follow its natural sympathies in favor of
claims (Steiner, 1971, pp. 239 – 242; and Wilensky, 1975, pp. 41 – 42). The symbol of the
fighting man who was handicapped by his frontline injuries is steadily invoked to justify
a straight welfare program to cover all veterans—battlefront or home front, disabled or
not, those with service-connected disabilities, those whose deprivations developed long
after or before brief periods of service, as well as those who suffered no deprivations at
all. With cohorts of veterans much smaller than the passing bulge of World War II, the
political strength of war victims has slowly declined, although their special place still per-
sists in most countries.2

If we consider sector expenditures per capita, a measure of the output of cash and ser-
vices delivered to individuals, we see a similar pattern (table 6.2, appendix D). There is
a tendency toward coherent, across-the-board generosity in pensions, family allowances,
health care, work-injury insurance (except that work-injury insurance is unrelated to
health-care spending per capita). The main difference here is that total education ex-
penditures per capita are also positively related to aggregate social spending per capita.
Public assistance and higher education, however, are still unrelated to the rest of the wel-
fare state.
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Sources of Variation in Sector Spending Patterns

Using the variables that capture both convergence theory and types of political economy
we uncover contrasting sources of these spending patterns. I have come to think of them
as cohesive and divisive clusters of social programs. Two patterns are apparent. In table 6.1
countries that in 1971 and 1980 put their money into the core programs of the welfare
state—especially pensions and family allowances but also work-injury and health insur-
ance—are characterized by Catholic party power, corporatist bargaining arrangements, an
aging population, and low social mobility. In contrast, countries that accent aggressive
means testing for the poor (public assistance) and higher education for middle and upper
strata are characterized by minority-group cleavages, high mobility rates, left party power,
and much public-sector employment and, at least in 1971, some affluence.3 It is an ironic
outcome of left party power that it successfully fosters public-sector employment, expands
mobility opportunities for minorities and women in jobs and colleges, and thereby sets up
a meritocratic thrust for means testing and for education spending at upper levels. In the
absence of strong corporatist bargaining arrangements the pattern leads to a divisive poli-
tics of the welfare state, a finding that appears in many policy areas throughout this book,
especially in the crafting of tax systems and strategies of poverty reduction. It is not that
left parties are fond of means testing for the poor and near-poor; they in fact have typically
advocated the denial of benefits to the affluent (see chap. 8). And it is not that they favor
public financing of higher education for the sons and daughters of the elite. The pattern
in table 6.1 instead reflects the unanticipated consequences of structural changes the left
helped to achieve: expanded educational and career opportunities for workers, minorities,
and women; and an expanded public sector (see chap. 7). The mobility consequences are
a by-product both of affluence and the structural changes favored by labor and left parties.
In other words, decades of center-left success in moving rich democracies toward equality
and good economic performance set up a process by which further progress is more diffi-

cult. Success spoiled “the working class.”
Figure 6.1 summarizes the strongest results so far of all these correlations, with both

effort (spending/GNP) and output (spending per capita).

Personal Social Services versus Cash Transfers?

One of the choices governments make in crafting the welfare state is whether to empha-
size cash benefits in the hands of its citizens or deliver services in the form of medical per-
sonnel, teachers, counselors, social workers, clinical psychologists, specialists in child care,
job training and placement, learning disabilities, rehabilitation, recreation, home care, sen-
ior centers, and youth centers. When I started this study in 1970 I got the impression from
interviews in Austria, Germany, and Scandinavia that the social democracies of Scandinavia
had put into place a vast array of personal social services for the aged, children, disabled,
poor, and immigrants, while the countries most influenced by Germany had a taste for cash
transfers—for example, a pension check or child allowance triggered off by a low-cost
computer. I attributed this to the left commitment to equality for minorities and working
women and to Catholic parties’ desire to keep mothers at home (where a family allowance,
rather than child care for working mothers’ children, might help). By the time I finished
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the study and had talked to people in 19 countries, I was not so sure. More important, I
had not located any data for the universe of rich democracies that could yield a clean com-
parison of public spending on services and public spending on cash benefits.

It is true, for example, that there were hardly any social workers in Austria in the mid-
1970s while there was an abundance of them in Sweden, the United Kingdom, and the
United States. One Austrian social agency executive expressed her great envy of the grad-
uate schools of social work in America, with their clinical orientations, and wished that
Austria could move in that direction. Further, Austria was indeed a specialist in cash flow;
in 1971, it led all the leaders in the GNP share of pension spending (13.3%) well ahead of
the Netherlands’ 10.9%, Germany’s 10.4%, Italy’s 10.0% and Belgium’s 9.5%, and was
fourth among the leaders in the GNP share of family allowances (2.5%)—behind France’s
3.3%, Belgium’s 3.0%, and the Netherlands’ 2.6%. In contrast, when I was living in Swe-

  . Cohesive spending patterns are linked to Catholicism, corporatism, and an aged popu-
lation. Divisive spending patterns are linked to affluence, leftism, minority-group cleavages, social
mobility, and much public-sector employment.

aSpending as a percentage of GNP.
bPublic employees as a percentage of civilian labor force.
cWorking-class students as a percentage of all students in higher education, 1965 or 1970.
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den in 1970, I noted that its devotion to family allowances and pensions (spending/GNP)
was modest while I could already see firsthand the extraordinary number of professional
services delivered to anyone remotely in need of help.

My skepticism about the trade-off between services as a product of social democratic hege-
mony and cash transfers as a product of Catholic party power stems from three observations:

1. By the early 1980s, countries that were leaders in their provision of child care for
working parents—the epitome of personal social service—included in descending order
France, Belgium, Sweden, Norway, Denmark, and Israel (see chap. 7 on family policy for
details). The top two have had more Catholic than left power; three of the six are non-
Scandinavian. West Germany and the Netherlands, however, were very limited in the
availability and accessibility of public day-care programs; both have strong cumulative

Public
assistance

Health

Pensions

Family 
allowances

Public
assistance

Health

Pensions

Family 
allowances

GNP 
per capita

Corporatism

Aged 
population

Catholic 
party power

Tax
visibility

Spending over GNP Determinants Spending per capita

Figure 6.1. Structural determinants of sector spending as both effort (public spending/GNP) and
output (per capita spending)*
*Spending data significantly related to structural causes for either 1971 or 1980 or both. Positive correlations in-
dicated by solid lines; negative correlations by dashed lines.
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Catholic power. Finland, a social democracy, is in the middle of the pack. In short, a
mixed picture. As chapter 7 shows, there is in fact a positive correlation between spending
on family allowances and spending on other aspects of family policy including services.

2. Considering spending on services in general, there is no “Scandinavian social
democratic” pattern, even among the welfare-state leaders. For instance, “services for the
aged account for more than one-fourth of all old-age and invalidity expenditure in Den-
mark” while in Sweden, Norway, and Finland (as well as Iceland) their share is only
about one-tenth (Alestalo and Uusitalo, 1992, p. 50). In 1980 the Danes relied less on
cash benefits to children than the others but spent as much as Sweden on family services
(p. 55). Similarly, in unemployment expenditures there is no Scandinavian model: Sweden
accents an active labor-market policy; Denmark, until very recently, passive-cash benefits
to the unemployed. The only areas where there was a clear but slow process of conver-
gence of the five Scandinavian nations from the early 1970s until 1987 were sickness and
health expenditures and family policy (p. 61).

3. Several countries with strong Catholic party power, notably Italy and the
Netherlands, lavishly subsidize “private” nonprofit associations as major suppliers of per-
sonal social services to children, the aged, and the handicapped. Unless we wish to argue
that the nearly total government financing of these religious and other nonprofits is not
public provision, we must be careful in the claim that Catholic power blocks public ser-
vices in favor of cash transfers. Nor has anyone shown that these heavily subsidized
quasi-public services are less effective in servicing their clientele than more direct gov-
ernment provision; they certainly are no less expensive (Wilensky, 1981d).

4. Table 6.2 shows pension spending—the epitome of big cash transfers—as a per-
centage of national income in 1971 and 1995; the generosity of pensions in 1995; and
(for 8 countries for which we could use EC data) cash benefits as a share of total social
spending in 1987.

This table once again reminds us that by 1971 the Catholic-left corporatist combina-
tion yielded the highest pattern of spending, with Catholic corporatist a close second,
left-corporatist third, corporatist-without-labor fourth, with the Anglo-American frag-
mented and decentralized democracies dead last—as we saw in chapter 5 in the analysis
of total social spending. By 1995, however, the Catholic corporatist countries moved to
the top, with a pension share of GDP of 12.2%, while left-Catholic corporatist and left-
corporatist categories averaged 8.4% and 8.5%. Because the Netherlands dropped in rank
from 2nd in 1971 to 10th in 1995 and Austria from 1st to 7th, the left-Catholic group
converged with the other corporatist countries, whether the latter integrated labor into
high policy or not.

The big difference in the 1995 pension effort (GDP share of pensions) between cor-
poratist democracies and the more-fragmented and decentralized political economies is
matched by a big difference in pension generosity. By 1995, all of the corporatist coun-
tries achieved an earnings-replacement rate (ratio of average pension benefits to average
wages) from 40% (Denmark, Austria) to 65% (Finland) compared to the least-corporatist
average of 32%.

The only surprise in table 6.2 is the high replacement ratio of France and Japan, cases
of corporatism-without-labor. Perhaps the elites in these countries, both of which faced
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militant labor movements in the postwar period, shared the insight of Chancellor Bis-
marck: a generous pension at the end of a long, hardworking life would divert labor
protest into calmer channels. They developed pensions as generous as Sweden’s, even in
the absence of labor-left participation in government.

aSource: footnotes to table 6D.1 and appendix D.
b
�atio of average pension to average wages, “the retirement wage.” OECD, Economic Surveys: Canada

(November 1996), Table 15, p.114.
cSource: Palme (1990), pp. 28–29, 48–50. Minimum pension replacement rate for a single person

after deducting direct income taxes and social security contributions from earnings and deducting taxes
on benefits, where pension income is taxed. High, medium, low.

dSource: Eurostat, European Communities (1990). Cash benefits are transfers to households to cover so-
cial risks which entail financial costs or loss of income. They include benefits in kind which are earmarked
goods and services—e.g., food, medicine, housing, child care, and other subsidies and cash refunds for which
there must be proof of actual expenditure.

eExcluding Israel.
f Excluding Japan.

  . Types of political economy, public pensions as share of national income 1971 and
1995, pension generosity 1995 and 1985, and reliance on cash benefits 1987
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New Zealand, with a replacement rate of 51%, is a deviant case among the low-ranking
Anglo-American democracies. The New Zealand deviance may be explained by a legacy of
universalistic social benefits dating back to 1935 when the New Zealand Labour Party
began 14 years of uninterrupted rule—the longest among English-speaking democracies.
Labour put into place a national health service, substantially free education, and universal
child allowances while moving toward generous, universal flat-rate pensions (Castles and
Shirley, 1996, pp. 92 – 99; Overbye, 1996, p. 31). Despite strong efforts by both major parties
to constrain social spending and deregulate the economy after 1985 (see chap. 11) the gen-
erosity of pensions remained; table 6.2 shows New Zealand as ranking sixth of 17 countries
in earnings-replacement rate in 1995 and well above average in the minimum pension.

If we use an alternative measure of generosity—the minimum earnings-replacement rate
for a single person after taxes rather than the extent to which pension programs replace
normal earnings—the 1995 picture more closely matches the findings for 1971. The
Netherlands and Austria fall into place, moving left-Catholic corporatist countries higher
toward the competitive escalation of spending as expected, while Switzerland and Japan,
countries that keep labor at a distance, move down, where they belong. The New Zealand
exception remains—too generous for the least-corporatist category.

Pensions became steadily more generous from 1930 to 1985. Joakim Palme’s (1990,
pp. 48 – 49) careful estimates of both minimum pensions and workers’ pensions for 18 of
our countries show that the all-country average of the minimum pension (net of taxes
on earnings and benefits) for a single person climbed from 10% of earnings in 1930 to
19% in 1950, 25% in 1965 to 37% in 1985. The net earnings-replacement rate for work-
ers’ pensions quadrupled over the same period—from 14% in 1930 to 58% in 1985.

Finally for the eight countries, cash transfers dominate all social spending; they are
two-thirds to three-quarters of the total. The difference between the most reliance on
cash (the Netherlands’ 78%) and the least reliance on cash (Italy’s 62% and the UK’s
66%) is small. This table confirms two themes in our previous analysis: there is a com-
petitive escalation of spending where both Catholic and left parties alternate or form
coalition governments; and their interaction with corporatist bargaining arrangements is
an important source of welfare-state development.

5. While Austria led all 19 countries in its accent on cash for pensions and family
allowances in 1971 and was above average in pensions/GDP in 1995 (table 6.2), it also
tied for third place by a rough measure of expenditure on services; in 1987 it spent
31% of total social spending on civilian nontransfers (mostly health care and educa-
tion)—behind only the standout leaders, Denmark at 39% and Sweden at 38% (Huber
and Stephens, 1996, table 2). In other words, the king of cash transfers 25 years ago
was moving toward personal social services by the end of the 20th century, largely
through gradual expansion of home care and nursing homes for the aged, training,
education, and job creation for workers, and spa vacations for substantial numbers.4

Schools of social work offering three years of training were finally established and have
recently expanded.

The tentative formulation I come to in view of our previous analysis of sector spend-
ing and case studies of service delivery is that the welfare-state leaders tend toward heavy
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spending on both cash transfers and personal social services while the welfare-state laggards
do not deliver much of either—unless you can call the intrusive investigatory apparatus tar-
geting the poor with the aim to cut costs and reduce welfare fraud and abuse, “personal
social services.” (For a 19-country ranking of means-tested public assistance by type of po-
litical economy, see table 8.3, chap. 8 on the welfare mess.)

  . Sources of the big trade-off: corporatism and Catholic power foster heavy spending on
family allowances and pensions. Least-corporatist countries emphasize higher education and the
military and have larger civilian bureaucracies and greater intergenerational mobility.

aSource: ILO, The Cost of Social Security, 1976 and 1985.
bSource: Educational Statistics in OECD Countries (Paris, 1981), Israeli Statistical Yearbook 1974, and 

UNESCO Statistical Yearbook, 1977, 1978 – 79, and 1986.
cSource: International Institute of Strategic Studies, The Military Balance (London, 1973 and 1985).
dSee appendix J for sources.
eIntergenerational occupational mobility. This is also correlated with residential mobility. See appendix

I for source and measure.
fWithout Israel.
gPensions alone. Data for family allowances in Switzerland are missing.
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The Big Trade-off: Pensions and Family Allowances 
versus Public Assistance, Higher Education, and the Military

Analysis of sector spending in the 19 rich democracies shows that the big trade-off between
types of spending is not so much the left government subsidy of personal social services vs.
the Catholic government enthusiasm for cash transfers, although left-corporatist political
economies do a bit more with child care, occupational health and safety, and rehabilitation
services for the handicapped. The big trade-off instead is suggested in table 6.3.

By 1971, corporatist countries with strong Catholic party power (sometimes interact-
ing with left power) had already put great effort into family allowances and pensions while
the least-corporatist countries were putting what effort they undertook into higher educa-
tion and the military. Among the fragmented and decentralized democracies these two
types of spending are both related to higher rates of intergenerational and residential mo-
bility (table 6.3), minority-group cleavages, and the expansion of public-sector employment
(see chap. 9). While the left-corporatist countries by 1980 had the most public-sector em-
ployment for obvious reasons, the least-corporatist countries are a very close second for less
obvious reasons. Chapters 9 (on bureaucratic bloat) and 12 (on the economic and social
effects of the military) explain why. As the military burden of the Anglo-American democ-
racies declines, their populations age, and female labor-force participation increases, we can
expect at least some convergence in sector spending patterns toward the continental Euro-
pean model.

Notes

1. Spending on unemployment compensation is eliminated from this analysis both because of data
limitations and because such spending is mainly a product of national variations in the depth and du-
ration of the business cycle. Policies to cope with unemployment and its effects are discussed in chap-
ters 8, 12, 13, and 18. This chapter is confined to an overview of correlations among various spend-
ing sectors and their correlates with possible structural causes of national variations; other chapters
sort out the sequence of causes for particular policies and programs and the relative importance of
our causal models.

2. A sign of diminishing strength is that American veterans of the unpopular war in Vietnam are now
prominent among the homeless. It is possible that the victors in wars treat their veterans as a special breed
and create a benign welfare state for them, while the losers are less generous, viewing veterans as an em-
barrassing reminder. Comparing social and labor-market policies in Germany and the United States,
Janoski (1990, pp. 34 – 35) notes that in two successive World War defeats Germany never accorded vet-
erans radically separate treatment but, instead, folded them into their already well-developed active labor-
market programs and welfare state, while the victorious American veterans had the opportunity to go
their own way and embraced the veterans’ own welfare state. Defeated German veterans were integrated
with civilian victims of destruction into regular party politics, forming part of working-class coalitions;
victorious American veterans could practice a separatist politics for a bigger payoff.

3. In this table 6.1, affluence, as we have seen in chapters 4 and 5, is correlated with mobility and
minority-group cleavages and by itself fosters aggregate social spending by 1980. The correlate of
GNP per capita that accounts for this is population aging.

4. Austria ranks fourth on its effort and implementation of an active labor-market policy of the
eight countries covered in a mid-1980s evaluation (Wilensky and Turner 1987, table 2). Because of
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the priority Austria gave to the creation and protection of employment through fiscal policy and its
very low unemployment rate, its expenditure on either unemployment compensation or active labor-
market policy was low. But in the 1980s expenditures on training and job creation and preservation
climbed substantially (Schmid, �eissert, and Bruche, 1992, pp. 32ff., 184 – 186, and figure 12a). �e-
garding home care, despite some expansion, the service is still modest. For instance in Vienna, whose
population above 60 is about 336,000 (21% of the total population), there are only 2,200 home
helpers (in full-time equivalents), a ratio of 1 to 153, plus 120 home nurses. However, in 1993 a new
“attendance allowance” increased cash payments for persons in need of care: About 300,000 Austri-
ans receive cash benefits worth from $200 U.S. to $2,000 per month. Although a little of this money
is spent for diet, heating, or other special household needs, most goes directly for caretakers and other
personal home services, informal or professional—another case where a cash transfer becomes a ser-
vice transfer. �egarding spa vacations, at the reduced 1996 rate of approved applications, within nine
years over 1.64 million Austrians would have the pleasure of at least one social-insurance-subsidized
spa vacation. That is more than the total number of Austrians above 60. (Data from Leichsenring,
1997.)
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7

TYPES OF POLITICAL 
ECONOMY, PARTY 

IDEOLOGY, AND FAMILY POLICY
Contrasting Government Responses to a Common Problem

The changing structure and behavior of the modern family is a great subject for students of
convergence theory. As we have seen in chapter 1, there have been very similar long-term
changes in sex roles and family structure and functions as rich countries got richer. There
is even a common political demand for a family policy to cope with the social problems
posed by the transformation of the family. These similarities are rooted in continuing in-
dustrialization and its organizational and demographic correlates, especially increasing female
labor-force participation, family breakup, and the aging of the population (see figure 1.1 for
details on the causal sequence). But the public-policy responses have been very different.

This chapter shows that national differences in family policy and the politics of the fam-
ily can be explained by types of political economy and the power and ideology of mass-
based political parties. With continuing industrialization, however, these policy differences
may be diminishing, as we shall see from recent developments in the two most deviant
cases, Japan and the United States.

Policies and Politics:
Big Differences and Maybe a Little Convergence

Despite a recent, if slow, shift toward common government responses among our 19 rich
democracies, there remain striking contrasts in the policies and politics of the family. Be-
fore we examine the 19-country differences, we can get a sense of both family politics and
public policies by an intensive look at two extreme cases.

Comparing Sweden and the United States: Policy Contrasts

In the past 25 or 30 years the Swedes have quietly put into place scores of policies and pro-
grams aimed at increasing gender equality and family well-being. Sweden’s income transfers
to families include child allowances, housing allowances, and child support payments for sin-
gle parents (known as the “Advanced Maintenance Payments”) to supplement or replace the
absent parent’s contribution. With all those benefits the Swedes rely much less than other
countries on means-tested “social assistance” for families in need. The child allowance is uni-
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versal and tax-free; each Swedish household receives a basic benefit of about $500 per child
under 16 (as of April 1978) (Kahn and Kamerman, 1983, pp. 15 – 67; Adams and Winston,
1980, p. 90). The housing allowance, instituted in 1969, was designed for low-income fami-
lies; by 1975 it was going to about half of all Swedish families with minor children. In 1980
the full housing benefit was equal to about $300 per child per year plus 80% of rental costs
up to a specified ceiling (Kamerman and Kahn, 1981, p. 50). Together the child allowance
and housing allowance account for more than a third of the income of the single mother at
home and more than a quarter of the working mother’s income (Kamerman, 1984,
p. 264 – 265, and my estimate). The Swedish policy regarding child support payments, adopted
in its present form in 1964, aims to prevent dependent children from becoming poor as a re-
sult of family breakup (Kahn and Kamerman, 1983, p. 462). In 1979 about a quarter of all
families were headed by a single mother; over half of the children in single-parent homes were
receiving these support payments (Kamerman, 1984, p. 257, 267). In 1979 about 38% of the
costs of the program were collected from the absent parent; it is now more.

Beyond these lush cash flows is an expensive apparatus of support for working parents
with children—single, married, and unmarried partners alike. Included are parental leave,
paid and unpaid; leave for parents when their children are sick; day-care centers, before-
and-after-school leisure centers; and short workdays for parents. Consider this list of
parental rights:

. In principle, every child has a right to a place in a day-care center and an after-
school playground; and the government, national and local, has the duty to provide these
facilities. While day-care centers charge fees scaled to parents’ income, the fees for even
the rich never cover more than a minor part of the real cost—even with the 1990s cut-
backs. By 1980, about a third of all preschool children whose parents work or study had
a place in a day-care center or municipally supported facilities. By 1984 the proportion
of preschoolers in public day care had climbed to 42% (The Swedish Institute, 1987). By
1993 only 8% of the preschooler population still had no publicly provided child care
(Fact Sheets on Sweden, June 1994).

. When parents have or adopt a child, they are entitled to a 12-month leave of
absence between them with taxable benefits for nine months equivalent to at least 90%
of the previous daily earnings of the parent taking the leave (public-sector employees get
100% earnings replacement); parents can save up to six months leave to use any time
until the child is eight years old (Winstrand, 1981, p. 32). �etrenchments of the 1990s
(see chap. 5) modified parental leave slightly: in 1995 earnings-replacement rates were
dropped from 90% to 80% for 10 of the 12 months, with two months remaining at 90%,
one for each parent, use it or lose it.

. Parents have a right to up to 120 days leave a year to take care of any sick child
under age 12—or even to visit the child’s preschool—also at nearly full pay. About half
of parents need to use these rights; those who do take an average of only nine days a
year looking after sick children (Fact Sheets on Sweden, June 1994).

. Anyone taking parental leave is guaranteed the same or a comparable job with no
loss of seniority or pension rights.
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. All parents with small children (up to eight years old) have the right to shorten
their workday to six hours (with corresponding pay cut).

In addition to all of this, every woman has the right to an abortion, and health insur-
ance pays for both hospital costs and lost wages. The school system works hard to en-
courage gender equality by teaching girls industrial arts and boys home economics. Equal
pay for equal work is written into collective bargaining contracts, which cover more than
85% of the labor force. By 1978 there was only a 10% difference in the average wage of
men and women for the same types of jobs in both the public and private sectors; today,
although occupational segregation remains, the pay gap has been closed.1 In legislation and
in economic life there are not large differences in the way men and women are treated.
Flexible work scheduling is so widespread that in 1980 half of the 75% of Swedish women
who worked were part-timers—working less than 35 hours a week (Winstrand, 1981,
pp. 50, 59). Plainly, the system provides a great range of choice in balancing family life and
worklife while making vast efforts to ensure that children will not be neglected.

Now contrast the United States. It is the only country among our 19 with no family
allowance. (Income tax deductions for dependents, also present in combination with fam-
ily allowances in several countries, are regressive.) Except for pensions and Medicare for the
aged, other income transfers are concentrated on the poor through an enormous and ex-
pensive apparatus of means testing, which has earned the label “the welfare mess.” The
essence of this mess is inadequate benefits for most of the poor; inequity in both cash flow
and services; stigma and its two concomitants, low takeup rates and political uproar; and an
unfortunate lack of fiscal and policy control (see chap. 8). This highly visible “welfare” sys-
tem is what permitted President �eagan to bait mythical “welfare queens” and what in-
spired the welfare reform bill of 1996.

The main cash transfers are AFDC (Aid to Families of Dependent Children, after 1996 re-
forms, Temporary Assistance for Needy Families) and categorical aid for the blind, disabled,
and destitute elderly (in 1974 these were combined in Supplementary Security Income [SSI]
administered by the federal government). All means-tested cash and noncash income transfers,
including those for veterans and the elderly, rose from 2.3% to 3.9% of GNP between 1965
and 1984. In real dollars, spending on cash benefits rose to a peak in 1976 and has fallen ever
since. In contrast, real spending on means-tested in-kind programs has risen steadily since the
mid-1960s (Burtless, 1986, pp. 22 – 23). In the early 1960s about 9 in 10 of these means-tested
dollars were distributed as cash aid. By 1985, only about 3 in 10 of the means-tested dollars
spent were in the form of cash; four dollars were provided in free medical care (Medicaid) and
three in the form of subsidized food (food commodity distribution, school meals, and food
stamps) and housing (public housing projects and other housing subsidies). Medicaid, the
fastest-growing federal-state program, accounted for about 40% of all spending on means-tested
programs in 1985. (Ibid., pp. 21 – 24.) A small income-income tested benefit that entered the
tax code in 1975, the “earned income tax credit” (EITC) for the working poor, is a contrast
to the dominant means-tested system. The Clinton budgets greatly expanded the EITC in the
1990s. Except for the EITC, not much was changed in the American approach to the poor
in the 1980s. Chapter 8 discusses the EITC, updates and assesses later trends in means-tested
benefits, and puts the U.S. “welfare” system in cross-national perspective.
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If the United States, in contrast to Sweden, has traditionally and increasingly relied on
means-tested benefits in its attempt to reduce poverty among the nonaged poor, has the
effort paid off? The most telling figures that capture the impact of these policy differences
concern single-parent families (about 9 in 10 are single women with children). The com-
parison is fair because both Sweden and the United States have the same very high pro-
portion of lone-parent families (families with dependent children headed by a lone parent
as a percentage of all families with children). In a study of 14 rich democracies, both coun-
tries ranked first and second in the early 1980s, with a ratio of more than one in four fam-
ilies headed by a lone parent (Millar, 1987, p. 8). We can infer that Sweden and the United
States are far ahead of the rest of the pack in their national risk of poverty from family
breakup if neither did anything to cushion the shock. Data on income come from two care-
ful studies of the economic situation of one-parent families. The first analyzes income from
all sources, private (earnings, income from assets, private pensions, and private transfers) and
public (government transfers such as public assistance, social security, and unemployment
benefits) in three countries around 1970. If we describe poor as less than 50% of the me-
dian income for a standardized family size, the percentage of mother-only families who are
poor based on private income is 40% in Sweden and 60% in the United States (�ainwater,
�ein, and Schwartz, 1986, pp. 111, 32); the percentage of all solo-mother families receiv-
ing government transfers of any kind is 98% in Sweden and 57% in the United States
(p. 109); and, most striking, the percentage moved beyond the poverty level by government
transfers is 75% in Sweden, but only 25% in the United States (p. 111). The second study
examines the position of one-parent families (living in their own households) relative to
that of two-parent families in six countries around 1980, using average net income per adult
equivalent unit (factor income plus employment-related pensions, plus public and private
transfers, minus direct taxes and payroll taxes). It confirms the picture: Sweden has the least
discrepancy between one-parent and two-parent families (13%) while the USA has the
most (a 43% income discrepancy between lone-parent families and intact families).2

(Hauser, 1987, p. 198.)
Plainly, it is not only the Swedes’ greater generosity of benefits; their greater attention

to training for work, job creation, placement, and employment; and their support network
for all working parents that accounts for these differences but also the American emphasis
on means-tested benefits, which maximizes administrative harassment and stigma and min-
imizes the payoff from what dollars we do spend (see chap. 8). In the �eagan years even
this effort was reduced with stiffer eligibility rules and/or sharp cuts in such means-tested
benefits as AFDC, housing assistance, child nutrition, food stamps, low-income energy as-
sistance, and similar programs (Danziger, Haveman, and Plotnick, 1986, p. 52; Kamerman,
1985, pp. 12 – 14). And with the welfare reform bill of 1996, reductions in average aid to
the nonaged poor are inevitable, although states will vary in their aggressiveness in cost cut-
ting and the way they deal with the mandatory cutoff dates.

�egarding maternity leave or parental insurance, by 1984 the United States and Aus-
tralia were the only two countries among our 19 with no paid leave provisions covering
the majority of working women. Less than 40% of working women in the United States
were entitled to a paid maternity leave at the time of childbirth; only five states had legis-
lation mandating paid maternity leave (Kahn, Kamerman, and Kingston, 1983, pp. 4, 77,
97, 139); the United States was also among the six countries that provided no right to un-
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paid leave—until President Clinton got Congress to pass his Family and Medical Leave Act
of 1993.

Child-care provisions in the United States, including both childminding service and pre-
school education, remain fairly weak despite accelerating talk about the desperate need for
them. In 1984 – 85 in the United States less than 17% of all children under age 5 whose
mothers worked received day care, public or private (including organized child-care facil-
ities and group care); another 4% attended preschool (based on U.S. Bureau of the Cen-
sus, 1987). The closest comparable figure from Sweden suggests that coverage of public day
care excluding preschool is at least twice the U.S. figure for all care. In fact, using a much
broader population base, by 1987 just over 45% of all children under age 7 receive public
day care (licensed, supervised)—28% in a day-care center, 17% in family day care (The
Swedish Institute, 1987). There are also sharp contrasts in quality of day care; the Swedes
lead, the United States lags. The most thorough study of cost, quality, and child outcomes
based on 400 randomly chosen child-care centers in California, Colorado, Connecticut, and
North Carolina found that 40% of infants and toddlers were in conditions that threaten
their health and safety and discourage learning; only 14% of centers—the well-funded cen-
ters with stable, well-educated, well-paid staff—offered high-quality care, including safe sur-
roundings, adult warmth and support, and learning opportunities (Wall Street Journal, Feb-
ruary 6, 1995; cf. similar conclusions in Scarr, 1996).

A “dependent care” tax credit became a significant benefit in the United States in 1976
and was increased in 1981. But the maximum benefit goes to parents who earn enough
to pay taxes and spend a lot on child care (e.g., in 1983 the maximum benefit of $720
was paid on expenses of $2,400 for one child or $1,440 on expenses of $4,800 for two or
more—heavily concentrated on upper-middle-income parents).3 In 1982 between eight
and nine million children were receiving some subsidies through this tax credit.

Since 1981 employers can also get a tax deduction (The Dependent Care Assistance
Benefit) if they subsidize or sponsor child care for their employees. Most of the growth in
child-care services is in the private sector, much of it profit making.Yet by 1988 only about
10% of U.S. firms with 10 or more employees offered any child-care benefit, and 84% of
these employers provided only information, referral, or counselling. Put another way, less
than 5% of American employers offered employer-sponsored day care or any help with
child-care expenses (Bureau of Labor Statistics estimate, Wall Street Journal, April 4, 1988).
Not an encouraging picture for those who believe that the private sector can meet work-
ing parents’ need for child care.

Comparing Sweden with the United States in their policies for the aged, Sweden again
comes out at the extreme, although in this instance the United States is not at the very
bottom. Aside from paying generous pensions, Sweden has thought through the problem
of maximizing choice for the aged:

. Eligibility requirements for early retirement for the partially disabled are loose
(you can retire at age 60 with a full pension even if you are less than half disabled).

. Slack labor markets are defined as a disability. Because of problems of abuse of
disability rules, eligibility standards were recently tightened, while rehabilitation programs
were expanded (see chaps. 5 and 15).
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. Unemployed older workers can retire with a full pension up to five years before
normal retirement age.

. Most important, and most innovative, are the flexible retirement measures, a partial
pension program adopted in 1976: workers aged 60 – 64 with 10 years of covered em-
ployment can choose a partial pension of up to 50% of the income lost if they shift to
part-time work of at least 17 hours a week. This pension is added to part-time earnings;
the combined total equals about 85 – 95% of previous income from full-time work.
�ights to a normal pension at about 65 – 70% of former earnings are not affected (Tracy,
1979a, 1979b; Babic, 1984). By some criteria this scheme was a great success; about one
in four eligible persons had taken advantage of it by 1980 (�ix and Fisher, 1982, p. 66).4

In comparison with its past, the United States has moved further toward generous pub-
lic policy in this area than in any other; in comparison with Sweden, it is still a laggard.
Pensions and Medicare are the two major reasons that the fraction of the poor among the
aged in the United States is now a bit lower than the fraction of the poor among the pop-
ulation as a whole: about one-third of the aged were officially poor in the early 1960s; now
it is about 12.2% and if adjusted for all in-kind benefits would be lower (Danziger, Have-
man, and Plotnick, 1986). The United States also offers deferred retirement benefits and
actuarily reduced benefits for early retirees. However, the rest of the package—universal
flexible retirement via substantial partial pensions, and special measures for special popula-
tions—are absent. The policy contrasts are reflected in employment rates of the young-old:
in 1989, 61.6% of Swedish males aged 60 – 64 were working compared to only 52.4% of
same-age Americans (Guillemard and �ein, 1993, p. 475).

The Politics of Family Policy: More Sharp Contrasts

The politics of the family are as different as the policies. In the United States we find a
strong accent on divisive social-moral issues, a sustained effort by mainstream candidates to
claim family and women’s issues as their own, and a delicate consensus in Congress and
several states that child-care services for working parents and related supports are a good
idea. The mix has not led to much policy development but has consumed an enormous
fund of political energy and money.

In presidential and congressional campaigns of the 1980s and early 1990s, divisive issues
such as abortion and gay rights became prominent as America’s 16 million white evangel-
ical voters were mobilized for political action.5 For instance, in the 1988 presidential pri-
mary campaign, the candidate of the populist right in the �epublican Party, televangelist
Pat �obertson, complained that both mainstream �epublicans and Democrats have lost their
moorings in the Judeo-Christian heritage: that they have permitted mass murder of infants
by legalizing abortion, allowed homosexuals freedom, permitted pornography and drugs to
flourish, encouraged sexual license and easy divorce, and that all this is undermining the
family and spiritual values, whose preservation is the #1 issue facing the nation. With some
audiences he claimed that the plague of AIDS is no accident; it is God’s punishment for
our sins. That these family preservation themes have popular resonance is suggested by the
following: (1) �obertson’s success in the early �epublican caucuses—Michigan, Hawaii,
Iowa, and Minnesota; (2) presidential candidate Bush’s adoption of an extreme position fa-
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voring a ban on federal funding of abortion in cases of rape or incest and his success in the
South, where evangelical voters are concentrated and where he headed off �obertson partly
by talking his language; (3) President Bush’s continued adherence to this extreme position
in 1988 – 92; and (4) the prime-time speech of Pat Buchanan at the 1992 �epublican pres-
idential nominating convention in which he declared a “cultural war” on anti-family Dem-
ocratic enemies, themes echoed by many others, including Vice President Quayle. By 1989,
the “pro-choice” forces, activated by a Supreme Court decision to give states new latitude
to restrict abortions, had countermobilized and were counted as a major force in the vic-
tories of Democratic candidates for governor in New Jersey and Virginia (based on exit
polls reported in the New York Times, November 8 and 9, 1989), in the 1992 election of
President Clinton, and his reelection in 1996.

Pat �obertson’s Christian Coalition, once confined to the Deep South, is now national,
organized in 50 states and in control of �epublican Party machinery in at least 18 states.
By 1996 �obertson had become the most important person in the most powerful faction
within the �epublican Party.

Most of the mainstream candidates were also battling over the family. The leading can-
didates in both parties attended to polls showing that a majority of the voters feel their
children are going to be worse off than they are.6 They recognized the voters’ deep anxi-
ety over deteriorating schools, widespread drug use, violence, and AIDS. Who will capture
the family issues is often at the center of discussion of campaign strategy among the con-
sultants and pollsters who have come to dominate these marathon elections. In the 1992
election, some Democratic Party strategists saw “children’s issues” as a way to make peo-
ple think about the future and become serious after eight years of the �eagan lullaby. They
wanted to reach the voters who think “Things are okay, Jack, I’ve got mine” and substi-
tute the theme “Good times now but bad times ahead—and we’re all in this together.” In
the 1996 and 2000 elections, when the economy was doing well, Democratic strategists ac-
cented education and training for the 21st century. Moreover, they saw children’s issues as
unifying, in contrast to divisive issues such as race and abortion; black voters do not resent
a first home or college-loan program, and affluent white voters do not begrudge a poor
black child a decent education.

�epublicans and Democrats alike see children and education as the entree to the
universal concern about the need to invest, train, work, sacrifice for the future, and im-
prove American competitiveness. Although President �eagan’s success with upbeat
mood music has scared almost everyone away from mentioning the forbidden word,
“taxes,” the politicians talk much about saving the future for our children. Not all of
this is cultural piety. Even �eagan in his last budget submission to Congress urged a
sharp increase in federal aid to education. And George Bush endorsed a refundable tax
credit to help low- and moderate-income families with child-care expenses and said
he wanted to go down in history as “the education president.” The 2000 campaign
was filled with such talk.

Finally, the resonance of family issues was evident in the gradual emergence of an ex-
traordinary bipartisan consensus, which although delicately balanced, actually resulted in
legislative action: the Family Support Act of 1988, which became law, and the Act for Bet-
ter Childcare Services (“ABC”), which died in a conference committee. By international
standards, these are tiny steps toward a family policy but in view of the history of failure
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of welfare reform, from President Nixon’s Family Assistance Plan through the 1990s, a po-
litical breakthrough.7

The story of the delicate bipartisan consensus of 1987 and its breakdown in welfare de-
bates after the �epublican congressional victory of 1994 shows a stop-and-go pattern that
inches toward reality.

Drawing on models of “workfare” in California and Massachusetts, welfare reform com-
bined absent parent child support with mandatory wage withholding, job training and ed-
ucation (including postsecondary) as an entitlement (learnfare vs. welfare, said the conser-
vative governor of Missouri), and $3.3 billion in new federal spending. The political
coalition that got it through in the last year of the �eagan administration, an election year,
was similar to California’s: over many years of tough talk from the right about welfare fraud
and abuse, and a general baiting of welfare mothers as lazy luxury consumers, many con-
servative politicians changed their minds. They learned from lengthy hearings and over-
whelming evidence that almost all of the welfare population was receiving meager support,
public or private, and were mothers with multiple handicaps—poor job skills, poor educa-
tion, health and housing; above all, the hardline politicians learned that punishing the poor
meant punishing their children. The left learned that humanitarian aid to the poor was un-
salable without tough absent-parent rules (in 1987, two-thirds of single mothers received
no payments at all from absent fathers); that an emphasis on work and training could also
attract conservative votes; that, in fact, the largest single category (about half ) of AFDC re-
cipients were not the separated or divorced but were younger mothers who were never
married and could in time be expected to work; and, regarding levels of funding, that some-
thing was better than nothing. Thus, in Congress �epublican Senators Dole and Packwood
joined liberal Democratic Senator Moynihan in support of the package and many left lib-
erals settled for the compromise. President �eagan and many populist conservatives liked
the ring of “workfare,” a California slogan originated by �eagan when he was governor,
enacted federally in 1981, and preserved in the 1988 bill.

Similarly, the congressional coalition that led the fight for the child-care bill (ABC) in-
cluded as sponsors Senator Orrin Hatch, a conservative �epublican from the Mormon state
of Utah, who had been converted by the evidence on child neglect and the feminization
of poverty, and Senator Christopher Dodd, a liberal Democrat from Connecticut. Among
other provisions, ABC combined a refundable earned income tax credit for working fam-
ilies, $1.75 billion in fiscal 1990 for child-care services for low-income families, and state
standards for providers. It passed the Senate in 1989, 63 to 37, with 9 �epublicans joining
54 Democrats in favor.

The House passed a different version. At the end of 1989 the conference committee re-
mained deadlocked over the method of financing, the balance between tax credits and di-
rect grants to the states tied to federally approved service standards and the separation of
church and state. Opposition groups included not only President Bush and the vast ma-
jority of �epublicans wedded to tax expenditures and hostile to government intervention
generally but also the National Education Association, the largest union of teachers, which
opposed a compromise provision permitting parents to use vouchers at religious day-care
centers and wanted more control for Departments of Education and public schools. In the
1988 negotiations, the National Congress of Parents and Teachers and the American Jew-
ish Committee also defected on similar grounds.
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The delicate political consensus that accounts for the small reforms of 1988 and the Sen-
ate’s child-care bill was broken when the Northern center-right �epublicans were over-
whelmed by the new majority and new leadership of 1994—the culmination of the South-
ern �epublican ascendancy (see chap. 11). Once-moderate �epublican positions on race,
the economy, and moral-social issues were transformed as the centrists, under severe pres-
sure from the Christian right and populist radicals, retired or drifted rightward.

Neither the welfare reform bill of 1988, the product of 20 years of effort, nor the wel-
fare reform of 1996 can make much of a dent on the problems they address. As chapter 8
(on the welfare mess) shows, tough work requirements, while they can shove welfare moth-
ers off the rolls, do little to move them into stable jobs and less to reduce their poverty.
Their deficits in education, skill, health, housing, and transportation keep their wages low
and job-holding unstable. In fact, the efficacy of all programs targeted to the poor via elab-
orate means tests is very limited.

The welfare reform of 1996 puts states under pressure to compete in cutting benefits,
save money, and act tough on the undeserving poor. But even with this harsh law, a legacy
from the 1988 consensus persists: the law allowed Medicaid and most of the food stamp
program to stay intact, and, most importantly, provided a $4 billion increase over 1995 al-
locations in federal aid for child care to facilitate the shift from welfare to work.

In the most favorable interpretation, both welfare reforms and child-care bills can be
seen as a backdoor entry typical of the history of American social legislation—a gingerly
groping toward a family policy under another name. Just as Medicare targeted to the old
may be the backdoor entry to “kiddiecare” and ultimately national health insurance
(Wilensky, 1975, p. 42) so California welfare reform—with an elaborate set of options for
child care, training, education, and job search—may be a backdoor entry to more univer-
sal family and labor-market policies, moving America from family piety to family policy.
Chapter 18 describes the center-left political coalition that could create the necessary na-
tional standards, broad coverage, and funding.

What about the politics of policy toward the aged? From the scare talk of the 1970s
about the pending “bankruptcy of the social-security system” (the headlines read: “The
Pension Fiasco,” “Catch 65,” “The Social Security �ipoff”) to 1980s’ complaints about the
burgeoning “surpluses” in the OASDI trust funds to the 1990s return to talk of impend-
ing bankruptcy, hysterical attacks on the social-security system and passionate defenses
against any benefit cuts have permeated American debate.

A more-sophisticated attack accents alleged conflicts of interest between young and old,
children and pensioners, workers and nonworkers. In the late 1980s Americans for Gen-
erational Equity (AGE) was formed with Senator Dave Durenberger as chairman. It de-
scribes itself as a nonprofit research and public education group “dedicated to forging a
coalition among all generations to protect the future of young Americans—our most pre-
cious resource.” The inaugural issue of its official publication, The Generational Journal,
April 1988, features such articles as “Shadows in Time: The Perils of Intergenerational
Transfers,” “Social Security Actuaries �aise Doubts About the System’s Solvency,” “The
Elderly Aren’t Needy,” “Do We Want Large Social Security Surpluses?”8

�egarding the twin “crises” of social-security bankruptcy and social-security surplus:
Whether we hold the surpluses accumulated during 1990 – 2020 for drawdown in
2021 – 60 or gradually move to a pay-as-you-go system with a modest reserve ratio, there
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is no need for huge tax increases. In fact, an estimate from the 1994 – 96 Advisory Coun-
cil on Social Security (1997, p. 77) says that a payroll tax rise of 2.2% alone (half from
employers, half from employees), if adopted in 1997, would solve the entire long-range
problem of social security for 75 years—even assuming no cuts in scheduled benefits, no
adjustment in the cost-of-living measure, no acceleration in the scheduled increase in re-
tirement age, no investment of trust funds in stocks, no extension of coverage to govern-
ment workers not now in the system, no privatization. If this single 75-year fix through
a tax increase were delayed until 2002, it would have to be 2.5% (ibid. vol., I, table III-I,
p. 66. (Munnell, 1999, p. 804 puts it at 2.0%.)

In short, the politics of the aged in the United States is a politics of extremes—gener-
ally with little anchor in economic and social realities.9

To shift from the politics of family policy in the United States to the Swedish scene is
like moving to another planet. By the mid-1970s, having put into place an enormous ap-
paratus of support for children and working parents, having developed a generous and flex-
ible retirement system for the aged, having achieved substantial gender equality, what did
the Swedes have left to fight about? First, no political party, no major organized group dares
to imply that women belong in the home; no one goes up against either family policy or
gender equality. It would be political suicide to oppose these popular measures. Instead they
argue about new inequities introduced by public subsidies to families. Since the ruling So-
cial Democrats are responsible for almost all of these family programs, the “bourgeois” par-
ties each stake out slightly different positions while the Social Democrats, as always, are
restive about fiscal limits and the failure to achieve perfection in releasing women from the
bondage of the home. Here is a sample of the issues they pose drawn from party positions
and recent campaigns (Rollén, 1978; Eduards, 1980; Duval-Smith, 1986; and interviews in
1995):

. Because only about 1 in 10 Swedish men were using paid paternity leave—
with 9 in 10 of the 12 months due being used by mothers—the Social Democrats in
1979 proposed that with few exceptions the mother and father should be compelled
to share parental leave after the first six months in order to receive the full benefit
(but this never became law). Although the percentage of men using paternity leave
went from 0% in 1973 to 20% in 1983, the minister for equal opportunities, Mrs.
Anita Gradin, felt compelled in 1983 to appoint a working party to study “the
changing role of the male.” Maybe this could speed up the process, she said, espe-
cially among the less educated who resist these newfangled ideas. More radical politi-
cians like Stockholm councilwoman Agneta Dreber of the small “Stockholm Party”
support a controversial amendment to the law compelling men to take their proper
half-share of the leave or lose it. The mainstream parties range from advocating some
limit on the parents’ discretion to advocating completely free choice on how to
divide the parental leave.

. Left-wing Social Democrats complain that too many women are choosing part-
time jobs or are taking short workdays with corresponding pay cuts. They claim that
employer’s attitudes are hostile to men in responsible jobs taking parental leave. They
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advocate a full day’s pay for short-days taking care of children and more aggressive steps
to put more women in high posts.

. Hardly anyone resists the expansion of child-care places, staffing, and other child-
care subsidies. But the nonsocialist parties (Conservative, Center, and Liberal Parties) at
various times have complained that too much of the new money goes to large day-care
centers rather than to family day care (childminders). They have mentioned the great
inequities between families with two working parents and families with only one work-
ing parent where the wife stays home to take care of children (a small minority). Why
should the traditional one-earner family with children who do not use public day-care
centers pay thousands of tax dollars to subsidize an affluent working couple with two
children who make lavish use of the full range of child-care services?

. Although they all favor more freedom of choice, the bourgeois parties differ on
solutions: currently, the Conservatives want tax deductions for paying a childminder. Both
the Conservatives and the Center Party want to pay women who choose to stay home
with their children a “mother’s wage” (without threatening anyone else’s benefits it
would begin after parental insurance was used up). The Liberal Party supports all of the
above plus. The “plus” includes richer, tax-free child allowances, a six-hour day for par-
ents of small children, flexible working hours, and so on. Such is the “conservative”
viewpoint in Sweden.

It is apparent that the Swedes have passed a threshold of female labor-force participa-
tion where talk about cutting services or adding a mother’s wage falls on deaf ears. By 1990,
85% of women aged 20 – 64 were working.

The Swedes do, of course, debate the costs of all this, and no doubt many childless cou-
ples see themselves as tax-overburdened because of the child-care benefits to working par-
ents. The estimated average cost for one child in a day-care center in 1978 dollars was
$8,000/year. It is considered the caviar of child-care facilities. The cost in 1995 is much
higher. (Between 1968 and 1978 the inflation-adjusted price per place more than doubled.)
( Jönsson and Paulsson, 1979, p. 28.) But these issues are endlessly reexamined without ever
breaking the family-policy consensus. For instance, a �oyal Commission on child care spent
some three years in the early 1970s evaluating costs and benefits of day care for preschool-
ers in the broadest context, encompassing economic effects and effects on family welfare.
Among the findings: In purely economic terms, the high cost of day care was more than
offset by the tax-take from and productive output of working mothers who would other-
wise (usually reluctantly) stay home. Parliament adopted the recommended laws, while eval-
uation researchers continued to monitor program effects. By 1980, the wages of nursery-
school teachers had nearly reached the level of the average manufacturing wage and staffing
ratios had improved—a cost greater than the tax-take by local and central governments
(presumably from added working parents). The researchers concluded, however, that de-
spite these escalating costs, the economic benefits to the economy as a whole—the posi-
tive effect of child care on female labor-force participation and the GNP, on taxpaying, and
on women’s education and productivity—still exceed the total day-care cost ( Jönsson and
Paulsson, 1979, pp. 28 – 29, 36 – 37, 42 – 47, 66 – 67, 71).10 Obviously, we cannot know what
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the relevant rates (hours and numbers of working mothers, numbers of educated women,
and productivity) would have been in the absence of child care. My impression is that the
Swedes are not particularly excited about such analysis; elites and masses alike long ago de-
cided that quality care of all kinds for children was an end in itself.

The 1990s did see retrenchment in the Swedish welfare state (see chap. 5), including
modest reductions in parental-leave pay and child-care allowances, but the family-policy con-
sensus is intact and the funding to back it up keeps Sweden at the top of service provision.

We cannot assume that these striking differences in politics and policies in the United
States and Sweden are merely a matter of the homogeneity of Sweden and the hetero-
geneity of the United States or the presence of evangelical and Catholic voters in the
United States and their absence in Sweden. First, the contrast between the historical legacy
of religious traditions of Evangelical Lutheran Sweden and that of the Protestant funda-
mentalists of the American South are not so stark: Scandinavian teetotalist, antipornogra-
phy, and religious education movements and party platforms recur over the past 150 years;
they attest to the stern moralism of the Lutheran hierarchy and to the persistence of pop-
ular resentment against modernism (Elder, Thomas, and Arter, 1982, pp. 64 – 69; Scott,
1988, pp. 353 – 355, 412).11 Teetotalism has been especially strong in Sweden; in 1967, 136
of the 383 representatives of the Swedish riksdag were teetotalers (Scott, 1988, p. 355).12

Even in the aggressively secular social democracy of the 1960s when church attendance had
dropped to today’s low level of less than 1 in 10, two million Swedes signed a petition op-
posing a reduction in the levels of religious education in the schools; and most Swedes still
connect with either the state church or dissenting free churches and evangelical churches
at ritual occasions—birth, marriage, and death (Gustaffson, 1965, pp. 49 – 51). It appears
that the tormented characters played by Max von Sydow in Ingmar Bergman’s films are
authentic reflections of a Swedish cultural heritage.

Second, the 3 in 10 American voters who are Catholics have become increasingly sec-
ular; their church attendance declined from 1960 to 1984; and their Catholicism does not
prevent them from ignoring the pope’s authority on a wide range of family issues from
birth control to divorce (Hout and Greeley, 1987). Third, although the United States still
has much deeper racial and religious cleavages than Sweden (see chap. 14, table 14.1 and
appendix I), since World War II the homogeneity of Sweden has substantially lessened
with the gradual influx of minority populations—Finns, Turks,Yugoslavs, Eastern European
refugees. (By the early 1970s migrant workers were about 5.6% of the Swedish labor force
compared with about 7.0% of the American labor force [see chap. 13 on migration and
job creation]). Finally, as I show later, strong social cleavages under some circumstances are
consistent with a consensual politics of the family: Belgium, a country whose ethnic-
linguistic cleavages are even more intense than those of the USA, ranks with Sweden as a
family-policy leader.

Going beyond these two extreme cases—the United States and Sweden—the next sec-
tion compares family policies in all 19 countries as a first step in uncovering more general
patterns and basic explanations for the differences.

Concepts and Measures of Family Policy: Patterns among the 19 Countries

Family policy refers to a wide umbrella of public policies providing shelter across the life
span. Implicitly or explicitly, these policies aim to enhance family stability and well-being
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by direct government action. They are targeted mainly to the young and old, single par-
ents (divorced, separated, or widowed), and women temporarily separated from the labor
market due to maternity. Program benefits are timed to cushion the major strains of the
family life cycle—for modern populations these are most evident in the early and late stages
of life cycle, among families with preschool children and solitary survivors. Single parents
and the young and old nonworking population are especially vulnerable to these pressures
(Wilensky, 1981b).

Although the entire range of government action in some way or another impinges
upon the family, programs comprising “family policy” function specifically and directly to
replace or supplement household income (such as family allowances, pensions, and social
assistance), offer services to families (such as family-planning services, family counseling,
and child care), or serve in lieu of the family (such as home help for the aged and sup-
plementary meals programs). In short, what justifies the label “family policy” is sufficient
unity of purpose (enhancement of family stability and well-being with special attention to
effects of poverty and/or family breakup on children), similarity in target population (old,
young, low-income families with children), and timing (important transitions in the fam-
ily life cycle). Even if “family policy” is not the most precise social-science category, politi-
cians, social reformers, and social scientists alike have increasingly used it as a slogan in
ideological combat.

Obviously, comparable cross-national data are not available for most of these programs. In
chapter 6 (on sector spending), however, we saw that the three most-costly social-spending
packages are strongly correlated: pensions and disability insurance (heavily oriented toward the
aged), health insurance (both young and aged), and child allowances. This suggests some coher-
ence among government decisions in the allocation of scarce resources that is consistent with
the idea of family policy.

In this section I go beyond sector spending to examine three policy clusters which more
precisely fit the idea of family policy, concentrating on the more innovative programs that
have greatly expanded in recent decades and for which we were able to develop reasonably
comparable data for all 19 rich democracies: child care, maternity and parental leave and associ-
ated benefits, and flexible retirement provisions.13 We created a 5-point scale for each of the three,
scoring each country 0 – 4, and then combined the three scores in an index of innovative and
expansive family policy. The data are focused on the late 1970s and early 1980s (1976 – 82).

Two other research groups—for whom I made my measures available—have subse-
quently devised similar indices of family policy (Gornick, Meyers, and �oss, 1997, footnote
12; Siaroff, 1994). Despite their different methods and more-recent, more-detailed data on
more policies, both produced a country rank order almost identical to our index. The first
covers 18 family-policy variables for 14 of our countries from 1984 to 1987; the second
applies my measures of child care and parental leave to 23 OECD countries and adds
spending data and some more recent policies to arrive at a scale of “family welfare orien-
tation.” Both may be viewed as updated validation of our measures and another example
of the persistence of national differences in the period 1976 – 82 into the late 1980s and
early 1990s.

For each dimension we had to make compromises and sometimes settle for simple in-
dicators of complex policy packages. A word follows about the final code and what non-
comparable or unavailable measures were abandoned on the way to a score.
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1. Maternity and parental leave. Provisions to aid working parents to care for their
children take many forms. Nearly all of the 19 countries make some provision for paid
maternity leave (only the United States, Australia and Switzerland lack federal provisions
for paid maternity leave), and a few (the four Scandinavian countries and France) offer
paid paternity leave; most permit women to take unpaid job-protected leaves of absence; and
about half make provision for paid breaks to allow women workers to nurse their infants. All
19 offer some measure of job protection for women at childbirth: most guarantee
women the right to return to the same or a comparable job and protect pension and
seniority rights for the duration of the leave. We examined data on the stiffness of eligibil-
ity criteria and concluded that it was too difficult to code because some countries have
more than one criterion. Sweden, for example, makes maternity leave benefits available to
women who were employed 6 months prior to the pregnancy or 12 months in the past
two years (ILO, 1984); the United Kingdom makes its flat-rate benefit available to
women who worked at least 50 weeks prior to pregnancy, but to be eligible for the
earnings-related benefit a woman must have worked for at least two years (Kamerman,
1980). We used level of compensation only as a secondary criterion to distinguish extreme
cases; countries often have different provisions for different groups of workers, making
systematic comparison difficult. The final and overwhelmingly dominant criterion was sheer
length of paid and unpaid leave. The rationale: It is simple, evidences wide variation (paid
leave varies from about three months in Israel, Japan, New Zealand to 290 days in Swe-
den, unpaid leave from three years in Belgium to none in seven countries), and, most
important, the opportunity to combine paid and unpaid leaves gives most women maxi-
mum flexibility and allows them to balance work and family demands.

The code:

4. Very lengthy paid leaves and lengthy unpaid leaves: Sweden, Finland

3. Lengthy paid leaves only or average to lengthy paid leaves plus lengthy
unpaid leaves: Italy, Norway, Austria, France, West Germany, Belgium

2. Average paid leaves plus short to average unpaid leaves or short paid leaves
plus average unpaid leaves: Canada, United Kingdom, Denmark, New Zealand

1. Short paid leaves and nonexistent to very short unpaid leaves: Ireland,
Switzerland, Israel, Japan, Netherlands

0. No legislation to cover majority of women workers: Australia, United
States14

2. Child-care benefits. Here we measure public support for day care for small children.
The major difficulties in measurement are these: no adequate data for 19 countries exist
on public expenditures for preschool education or day care or both; support for preschool
education is difficult to interpret (it may have little to do with efforts to encourage female
labor-force participation or cope with its effects on children); enrollment ratios often do not
distinguish between preschool and day-care programs and are based on noncomparable
age grades (e.g., West Germany enrolls a large percentage of children age 3 and over in
preschool programs with limited hours of operation but does little for children under 3;
for France, one cannot separate day care from nursery school attendance, etc.) and are
poor indicators of government support for child care (data, where available, do not sepa-
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rate the various public/private mixes—private vs. public vs. publicly subsidized private
facilities, public facilities that charge for their services); the quality of public day care and the
groups using care facilities vary greatly and comparable data are not good; the sheer number
of places may be a poor indicator of current policy effort; and, most serious, we cannot
find systematic comparisons of tax policies toward child care. In the end we excluded tax
provisions, assessments of program quality, and expenditure data. We settled for a code com-
bining judgments about the availability and accessibility of public day-care programs (number of
places, degrees of restriction or openness, whether there were provisions for children
under three, and whether programs were full-day or not) and policy effort (evidence of
active government efforts to expand day-care facilities and/or access to day care).

The code:

4. High levels of governmental support for public day-care programs that
facilitate female labor-force participation: France, Belgium. (Although preschool
programs are not systematically counted in this code, it happens that France and
Belgium are quite strong not only in day care but also in preschool programs.
There is some advantage in the French way of combining childminding services
and preschool/nursery school programs: such a merger gives parents more
scheduling flexibility, adds more educational content to day care, and gives di-
verse groups of parents common interests in program quality.)

3. Modest public day-care provisions and active attention to policy:
Sweden, Norway, Denmark, Israel

2. Low to modest public day-care provisions and some attention to policy:
Italy, Finland

1. Very limited public day-care provisions and little policy effort: USA,
Austria, Switzerland, United Kingdom, Australia, West Germany, Nether-
lands. (Especially West Germany and Netherlands and to a lesser extent
Switzerland, Austria, and the UK have fairly well developed nursery school
or preschool programs but these are typically of limited use to working par-
ents—they cover few hours and often do not accept very young children.)

0. Virtually no public day care and little or no attention to policy: Japan,
New Zealand, Canada, Ireland

3. Flexible retirement. As with parental leave policies, we concentrate on those retire-
ment provisions that maximize choice. Because data on level of compensation in various
retirement schemes are unavailable or noncomparable, we settled for the sheer number of
options that permit retirement before or after the normal pensionable age. Because we want
a measure that accents flexible combinations of work and retirement, we weighed partial
pensions heavier than other options. Because some options apply only to very limited
groups we weighed these lighter than the rest.

The coding weighted three groups of programs as follows:

1. Early pensions for arduous occupations or long service. Justification is
based on humanitarian and/or equity grounds and benefits are limited to spe-
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cial groups—for example, mineworkers (arduous occupation); employees with
more than 35 years of contributions to social insurance funds (long service).
Score 0.5 for either program (arduous occupations or long service provisions).

2. Deferred retirement provisions; partial disability benefits; actuarily re-
duced benefits for early retirees; unemployment as a reason for early retire-
ment. Score 1.0 for any program listed in this category.

3. Partial pension (designed for flexible work/retirement choices). Score 1.5
for partial pension program.

EXAMPLES: Sweden does not offer either arduous occupation or long-service pen-
sions (score � 0) but offers each of the four programs listed in group #2 (score 1 for
each � 4) and offers a partial pension scheme (score 1.5 ). Total score � 5.5.
The United States does not offer arduous occupation or long-service pensions (score
� 0) but offers deferred retirement benefits and actuarily reduced pensions for early
retirees (score 1 for each of these two programs � 2). No partial pension program
exists (score � 0). Total score � 2.

Country scores follow:

4. Most flexible: Sweden, France

3. Above-average flexibility: Norway, Austria, West Germany, Belgium, Finland,
Denmark

2. Average flexibility: Netherlands, United States, United Kingdom

1. Below-average flexibility: Italy, Japan15

0. Least flexible: Switzerland, Canada, Australia, Ireland, New Zealand

The three dimensions correlate strongly with one another, confirming our findings
about sector spending: programs targeted on the well-being of the aged and the young co-
here. Summary index scores (theoretically 0 – 12) range from a low of 1 (Australia and Ire-
land) to a high of 11 (Sweden and France).

Explaining the Similarities and Differences in Family Policy

Some of these contrasts can be explained by our industrialization/convergence theme: in
the 1950s and early 1960s the United States had relatively low female labor-force partici-
pation rates while Sweden (like Switzerland, Japan, and Finland) had high female partici-
pation rates. One consequence was that the postwar baby boom in the United States was
large while the baby boom in most of Europe and Japan was small. The greater rate of in-
crease in women working in the United States in the 1970s and 1980s in part reflects a
U.S. catch-up with general tendencies toward higher participation and lower fertility. Fur-
ther, national differences in the fraction of aged is a product not mainly of increased
longevity but of declining birthrates—again, a universal accompaniment of industrializa-
tion, forcing governments to respond one way or another.

If the convergence theory is right, national differences in the timing and rate of change
in women working and the rate of population aging should explain some of the differences
in government responses. As we shall see in a moment, public policies do differ by the rate
of female labor-force participation. If a country has a big fraction of women working, it is
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likely to have expansive and innovative family policies. But whatever the modest differences
in timing and rate of female labor-force participation, the baby boom in all rich countries
was a blip on the long-term slide in fertility rates. And whatever the differences between
countries with a small aged population and countries with a large aged population, the
“young” countries are catching up. Convergence remains the main story. As rich countries
become richer we can expect their family policies to converge in the long run in response
to the continued rise in women at work and the continued aging of their population.

For an explanation of current contrasts in public-policy responses, however, we must look
to our scheme for explaining national differences in taxing, social spending, economic per-
formance, and tax revolts (figure 2.1): types of political economy and related contrasts in
public policies (chap. 2; and Wilensky 1976a, 1981c, 1983). The theory suggests that dem-
ocratic corporatism as a structure for creating consensus facilitates policy deliberation; the
corporatist democracies more readily resolve conflicts about many issues, including family
issues, more quickly respond to the universal troubles of the modern family, and more effec-
tively implement a wide range of family policies. The second source of family-policy diff-

erences is the power and ideology of mass-based political parties, Catholic and left. Corpo-
ratism is itself partly rooted in these two types of parties. Because Catholic and left parties
share a strong interest in family well-being but differ in their ideas about women’s place, we
would expect some differences among Catholic corporatist countries and left-corporatist
countries. Because these parties dominate many governments, we can expect public policies
targeted on the family to reflect their dominance.

And finally, because we know that the demographic structure of a society, rooted in in-
dustrialization, is a powerful force in welfare-state development and social policy (chap. 5),
we must control for differences in the aged as a percentage of the population if we are to
sift out the distinctive effect of parties and types of political economy.

In short, we would expect to find two roads to an expansive and innovative family pol-
icy: one through the effects of high and rising levels of women at work (matching figure
1.1), the other through the effects of political parties and types of political economies
(chap. 2).

Methods and Findings

First I conducted regression experiments to test the relative impact on family policy of fe-
male labor-force participation and the aging of the population (products of industrializa-
tion) and measures of the structure of political economy and party power and ideology—
corporatism, cumulative left party power, and Catholic party power. The analysis used party
power scores from 1946 to 1976, but the longer period from 1919 yields the same results.

These multiple regressions were run both with the combined family-policy index and
then separately with each of the three components—child care, parental or maternal leave,
and flexible retirement. Then a path diagram was designed to test a causal model combin-
ing the influence of both industrialization and politics (see figure 7.1).

To examine interaction effects, take account of types of corporatism (obscured by our
quantitative measures), and locate deviant cases, I cross-tabulated trichotomized country
scores on the policy index (high, medium, and low) with combinations of party dominance
and corporatism (left-corporatist, Catholic and left-corporatist, Catholic corporatist,
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corporatist-without-labor and least-corporatist). Finally, I explored the relation of parties,
corporatism, and family policy to spending on family allowances.

The findings generally confirm the idea that there are two separate roads to an innova-
tive and expansive family policy. The first leads from party power through women’s work
to family policy. The second leads from party power through corporatism to family pol-
icy. (See figure 7.1.)

Catholicism, Leftism, Corporatism, and Working Women

Female labor-force participation is directly related to family policy (r � .49, p � .05). In
nine regressions controlling for all possible combinations of other variables in figure 7.1
it retains statistical significance at least at the .10 level, 6 times at the .01 level, all in the
expected direction. And in the final path model � � .38, p � .01. The interpretation is
straightforward: the more women at work, the more demand for government help in bal-
ancing the demands of family and work. The path diagram shows that left and Catholic
parties, insofar as they shape labor-force participation, have opposite and indirect effects
on family policy: leftism strongly fosters female labor-force participation which, in turn,
expands family policy; Catholicism discourages female labor participation and thereby is 
a drag on family policy. However, when we examine the path from party power through
corporatism we see that both Catholicism and leftism foster corporatist bargaining

Left Party
Power 1946–76

Catholic Party
Power 1946–76

Family Policy
Index

Percent of 
Pop. 65�, 1974

Corporatism
Score

Female LF 
Participation

1978–80

.39

.42

.40

.52

.48

�.42

.51

.38

.73

.88

.37

�.17

.41

Figure 7.1. Left power encourages both corporatism and women at work and thereby expands
family policy, 1976-82. Catholic power keeps women home but fosters corporatism, with mixed
effects. Older populations independently encourage family policy*
*Eighteen countries (Israel missing). Solid arrows indicate path coefficients significant at p < .05; dashed arrow
indicates significance at .10 level. Adjusted �2 for Family Policy Index = .85.
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arrangements which, in turn, are strongly related to an innovative and expansive family
policy (r � .73).16 Thus, the ambivalence of Catholic parties is confirmed: they are not
enthusiastic about releasing women from the home, but they also do not want old folks
to be left stranded or single parents to neglect their children. And they are not, on prin-
ciple, hostile to state intervention. Further, they are a major source of corporatism (as we
have seen in chapter 2 when we examined the roots of corporatism and aggregate social
spending). Once a bargaining structure includes labor, management and the state, the neg-
ative Catholic influence on women working is overcome by the consensus-making ma-
chinery that produces family policy. Governing left parties, in contrast to governing Cath-
olic parties, are quite consistent in their effects: they accent equality, including gender
equality, and they favor labor participation in big policy, which fosters tripartite bargain-
ing. The combination of egalitarian ideologies in high places and democratic corporatism
results in keen attention to family issues.

Demographic Pressures and Family Policy: Are the Young and Old at War?

Using demographic variables as controls in our analysis of the impact of industrialization
vs. politics, we considered separately population aged 14 and under, population aged 65 and
over, and the dependency ratio (young and old/population 15 – 64).

From the American debate about generational combat, one might think that parents
with young children would be a political force for family policy while old folks in retire-
ment might be a political force against government expenditures on the young. But the
obvious is not true. The unexpected finding is that an aging population is a powerful source
of family policy including the support of child care (r � .63) and parental leave (r � .59),
not merely flexible retirement (r � .73). The percentage of population 65 and over is
strongly and positively related to the family policy index (r � .74). Moreover, as figure 7.1
shows, the influence of the aged is direct—that is, independent of both corporatism and fe-
male labor-force participation.17

What about the effect of a young population? Contrary to the common sense that in-
vokes the force of self-interest in politics, countries with a large percentage of population
under 15 score low on family policy (r � –.74). But after controlling for female labor-force
participation and corporatism, it has no significant effect on family policy.18 In other words,
population under 15 is negatively correlated with family policy only because countries with
many young people tend to have lower female participation. (Dependency ratio is not re-
lated to any dependent variable because its two components pull in opposite directions.)

The significant independent impact of the aged on family policy, even programs favor-
ing the young, might be explained in three ways. First, most of the older people are women,
many with grandchildren whose parents work. An increasing number of their working
daughters or daughters-in-law are single parents in need of special child-care help. Whether
these daughters are single or not, they often ask their mothers (and where possible their
fathers) for help in childminding. Because retirees increasingly prefer active and indepen-
dent lives, and increasingly have the resources to support that style of life (adequate income
and low taxes), they are attracted to all three programs for easing both the burden on their
adult children and the pressure on themselves. In short, the aged, far from constituting a
pressure group against a government apparatus to help working parents, become allies in
the cause.
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More speculatively, the aged in rich countries, having been through it themselves, may
simply be more sensitive to the tensions of parents with young children, especially harried
parents with preschoolers, and more open to legislative proposals to cushion the shocks of
that stage of the life cycle. Conversely, young couples with preschool children and people
undergoing divorce or separation—a substantial segment of parents of children under 15—
are caught in a life-cycle squeeze where their aspirations are out of balance with their eco-
nomic and occupational rewards (chap. 4; and Wilensky, 1961b, 1981b). They are not likely
to want taxes increased for any purpose or any dependent population—and tend to be most
apathetic about politics.

In short, that a young population is not a force for family policy and an old population
is, might be explained by three forces: (1) Grandparents want to relieve pressures on both
their working adult children and themselves; (2) wisdom about childrearing pressures, we
hope, comes with experience; and (3) the numerous nonaffluent young parents with
schoolchildren (especially preschool children) are at a stage in the family life cycle where
they experience least job satisfaction, lower participation in community life, the greatest
financial and family burdens, and the greatest psychological tension—a condition of life-
cycle squeeze hardly conducive to intense political action, even on behalf of their own in-
terests (chap. 4 and Wilensky, 1981b).

The model of figure 7.1 holds up when we decompose family policy into its three com-
ponents—flexible retirement, child care, and parental leave policies—and repeat the path
analysis. Everything said in the above analysis holds true for each policy cluster as well as
the summary index. Slight differences do appear, however. The model is most successful in
explaining flexible retirement policies and least successful in explaining parental leave pol-
icies. Old populations tend to support all three types of policy; corporatism is most strongly
associated with child-care policies (perhaps the most expensive and cost-beneficial of the
three); and female labor-force participation is most strongly associated with support for 
flexible retirement. Table 7E.1 in appendix E compares the regression coefficients for the
family-policy index and its components.

�ather than reporting more path diagrams and regression results, I now turn to the
cross-tabulations of table 7.1, which allow us to pinpoint the countries that account for the
results so far and search for exceptions and interaction effects.

The Interaction of Types of Corporatism, Party Power, Women at Work, and the Aged:
Consistent Patterns with a Belgian/French Exception

As expected, the combination of left party power and democratic corporatism yields the most
innovative and expansive family policy (Sweden, Norway, and Finland with Denmark—
medium on corporatism—scoring fourth highest; the average score is 9.3). In 1978 – 80 all four
Scandinavian countries also had very high rates of female labor-force participation (62 – 73%),
and in 1974 an abundance of old people (without Finland, which had only 10% aged, the
Scandinavian average would be 13.7%; with Finland it is 12.8%). The second cluster reflects
the ambivalence of Catholic parties toward women’s place and the left offset: corporatist coun-
tries with the combination of Catholic and left parties—Austria, Italy, Netherlands, and if we
can count it as corporatist, West Germany—score medium on family policy (4 to 7).

Belgium is the exception; it scores second only to Sweden and France on the family-
policy index—mainly because it has the most generous provision for child care; leads in
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unpaid maternal leave (three years), although it is only average in paid leaves (12 to 14
weeks); and is well above average in the number of options it provides in its retirement
schemes. And yet it is only medium-low in labor-force participation (47%). Offsetting this
is a quite high percentage of aged (65�/population � 13.8%, fourth among our 19
democracies). Two characteristics of Belgian politics might explain its top score in this
group. First is the leftist character of its Catholic parties: Belgium has a long history of
Catholic workers’ movements; the Catholic Party after World War I was the pivot around
which coalition governments formed; they often included socialists and produced a stream
of social reforms (Fogarty, 1957, pp. 188, 296 – 299; Wilensky, 1981c, p. 364). The second
reason for Belgium’s strongly progressive family policy is the frequency with which left par-
ties moved in and out of Catholic-dominated coalitions from 1919 to 1976; among my 19
rich democracies, only Belgium scores high in both cumulative Catholic and left power for
the entire period (Wilensky, 1981c, p. 369). Thus, despite the sharing of power among left
and Catholic parties, as well as liberal parties, the cumulative leftward tilt accounts for Bel-
gium’s higher than expected family-policy score.19

The third group—corporatist-without-labor—as predicted, has the third-highest 
family-policy score. But here France, like Belgium, is deviant, with a score of 11, tying
that of Sweden. In this case both women workers and demography offset the weakness
and exclusion of labor from top policymaking. France ranks medium-high in female
labor-force participation (54%) and is among the top 6 of 19 countries in fraction of
aged (65�/population � 14% in 1974). More important, as we have seen in chapter 2,
there was a brief period of left-Catholic rule—Communist-Socialist-M�P tripartisme—
at the beginning of the First Legislature of the Fourth �epublic. Although in my scheme
France is not counted as having either much left or Catholic party power, the Mouve-
ment republicain populaire, a Catholic party, was the largest non-Communist group in
the assembly in 1946; in coalition with the left it initiated much social legislation. The
coalition increased coverage and benefit of family allowances established in the 1930s; it
greatly enriched the “politique de la famille.”20 Once in place, those social policies tend
to expand. So by 1980 France was second in paid parental leaves (15 – 18 weeks) in-
cluding paternity leave, very high in unpaid leaves (two years), tops in child care, and sec-
ond only to Sweden on flexible retirement. Like Belgium, France also led the league in
spending on family allowances.

Again, the most-fragmented, decentralized political economies, with the United King-
dom as a partial exception, have the lower scores. The UK’s score of 5, a bit above the ex-
pected, might be explained by its high fraction of aged (13.6%, fifth among the 19 coun-
tries by 1974) and its quite high rate of female labor-force participation (57.6% puts it sixth
among 18 countries). It also has experienced more than a touch of left power since World
War II (eighth among 19 countries).

Tables for each of the components of the family-policy index show almost identical re-
sults (see table 7E.1 in appendix E). If we substitute measures of cumulative party power
for 1919 – 76 instead of 1946 – 76, we get virtually identical results.

In sum, whether we use correlational techniques or combine variables to generate more
subtle types of political economy and examine cases in simple cross-tabulations, we see a
consistent pattern: left-corporatist countries have developed the most innovative and ex-
pansive family policy; least-corporatist countries are at the other extreme. Countries whose
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left and Catholic parties both participate in governing tend to be second and cases of cor-
poratism-without-labor, third; they present a mixed picture.

Family Allowances and the Family-Policy Index

It is a common complaint about students of social spending (and the kind of analysis re-
ported in chap. 6 on sector spending) that they obscure great variations in legislation, pro-
gram structure, conditions of eligibility, administrative arrangements, and the like. It is there-
fore noteworthy that our index of innovative and expansive family policies, which captures
these programmatic differences, is quite closely correlated with expenditures on family (or
child) allowances both as a percentage of GNP in 1980 (r � .54) and per capita (r � .66).
Moreover, as we have seen in chapter 6, the structural sources of family allowances are sim-
ilar to those for family policies—Catholic party power, corporatism, and an aging popula-
tion (although left party power is not correlated with family allowances while it is corre-
lated positively with the family-policy index).

Table 7.2 cross-tabulates the family-policy index and family allowance spending as a per-
centage of GNP. Consistent with the previous analysis of the ambivalence of Catholic parties
toward family policies that help working women, we see that corporatist countries with strong
left and strong Catholic parties are big child-allowance spenders but only medium innovators
in family policy (Austria, West Germany, the Netherlands). Belgium is the only exception;
it scores high on both. Italy (strong Catholicism but no left power until very recently) scores
medium on the family-policy index but medium-low on spending. The pattern is entirely

 . Family allowance expenditure as a percentage of GNP, 1980, and
family policy index, late 1970s*

*Israel and Switzerland missing.
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consistent with the findings on the competitive escalation of social spending in chapter 5,
where we saw that the number of times the left was thrown out indicates intense Catholic-
left competition and results in more social spending. Belgium, the leader in left party inter-
ruptions (six occasions from 1946 to 1976), is also the top spender on family allowances and
family policy in general. In contrast, corporatist countries with more continuous left rule—
Sweden, Norway—are able to hold down family allowance spending but promote more in-
novative solutions. Italy, with continuous Catholic rule, is a relatively lean spender with an
average score on innovation. The least-corporatist countries, along with Japan, again tend to
cluster in the low side of spending with the least program expansiveness and innovation (the
United States, Japan, New Zealand, Ireland, Canada, and Australia).

Summary and Conclusion

The story of changes in family structures, functions, and lifestyles, as well as government
responses to those changes, is the story of divergent paths of development to a convergent
outcome.

Convergence is driven by the demographic and organizational accompaniments of con-
tinuing industrialization—especially educational and occupational shifts that expand op-
portunity for intergenerational and worklife mobility in nonagricultural and nondomestic
settings, thereby increasing mass aspirations. As a result of these shifts in social structure, in
the past 100 years or so the currently rich modern countries, whatever their political sys-
tems or cultural traditions, have experienced very similar and accelerating trends in family
life: increased participation by women in the nonagricultural labor force, declining fertility
and an expanding percentage of the aged, reduced family and household size, an increas-
ingly widespread push for gender equality, and rising divorce rates. Although these trends
have not eliminated the independent, neolocal nuclear family as the center of daily life, they
have increased its instability and in recent decades increased the population of lone parents
and the threat of child poverty.

In timing and in policy packages, governments have diverged somewhat in their re-
sponses to the social problems posed by structural change. Empirical analysis of family pol-
icies and politics among our rich democracies explains the differences: countries with strong
mass-based Catholic or left parties move toward corporatist patterns of interest-group bar-
gaining which produce expansive and innovative family policies, with somewhat different
policy mixes, depending on types of corporatism, and the relative strength of Catholicism
and leftism. More-fragmented and decentralized political economies are slower to develop
family policies, as we can see from striking contrasts in the politics and policies of extreme
cases, Sweden and the United States.

If in this century divisive, moral-religious issues have not been absent among the family-
policy leaders of Scandinavia (Sweden, Norway, Finland), why are there no Scandinavian
equivalents to Pat �obertson, no power for evangelical voters? For the same reason that
cross-national similarities in public opinion on the welfare state (chap. 10) do not lead to
successful tax-welfare backlash movements in Sweden and Norway but do so in the United
Kingdom and the United States. What counts is the kind of mobilizing structures that shape
mass sentiments and channel social cleavages: the structure of interest groups, their relation
to one another, political parties, and the state—again, the presence or absence of leftism,
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Catholicism, and democratic corporatism. Neither a tax revolt nor a teetotalist, antimod-
ernist movement that might have blocked a family policy is likely in Sweden, whereas such
movements have had free play in the least-corporatist democracies.

Although contrasting political and economic structures explain current differences in
family policies, there is much evidence to suggest some convergence even here, where
moral-social agendas are most passionately pursued. Continuing industrialization means
continued increases in both women at work and the aged, more family breakup, and
stronger demands for gender equality. In some measure these universal forces may over-
come the forces for divergence. Perhaps recent legislation and continuing family-policy de-
bates in the United States are clues to the direction of change. Similarly, the rapid aging of
Japan’s population has in the past 15 years moved both government and employers toward
much more flexibility in retirement rules. In fact, swift changes of recent years in aging,
fertility, and women’s work in both Japan and the United States have already changed the
politics of gender equality, aging, and child care and triggered more serious policy debates
in these two most deviant countries.

Notes

This chapter is based on a lecture presented at Oxford University, March, 1988, and a paper pre-
sented at the International Political Science Association World Congress, July 21 – 25, 1991, Buenos
Aires, Argentina. A short summary was published (Wilensky, 1990). I am indebted to Eugene A.
Hammel for critical comments.

1. Do job interruptions—whether from parental leave, unemployment, or caretaking without
pay—depress the earnings and job status of women? A comparison of the United States and Swe-
den shows no effect on Swedish women’s earnings that can be attributed to parental leave; because
almost all Swedish women take it, parental leave does not signal a lack of commitment to career. Stud-
ies in the United States, in contrast, do show a depressed earnings effect from women’s time out of
the labor market, an effect that goes beyond the lost job experience. (Albrecht et al., 1996.)

2. The six countries rank as follows from least discrepancy to most: Sweden (13%), Germany
(22%), Israel (22%), United Kingdom (24%), Canada (34%), USA (43%). The excellent database is
the Luxembourg Income Study (LIS).

3. In 1988, according to an estimate by economist Laurence Lindsey, roughly 43% of the credit
was going to families making more than $50,000 with only 23% to families making less than $20,000
(Wall Street Journal, July 5, 1988). Single parents with less than $20,000 household income were re-
ceiving an average credit of only $361.

4. This system could not cope with the worldwide recession of the early 1980s as the need to
restructure industry grew more urgent. Employers’ renewed efforts to get rid of older workers were
facilitated by the availability of generous full early-retirement pensions. Thus, from 1980 to 1985 the
number of new entrants to partial retirement fell sharply after climbing steadily in the second half of
the 1970s (Casey, 1987, pp. 355 – 358).

5. Evangelical Protestants emphasize direct experience of the Holy Spirit (being “born again”) and
a literal interpretation of the Bible. President Carter and about 23% of the adult population were evan-
gelicals in 1979, 9 in 10 of them white. In 1984 about 16 million white evangelical citizens voted for
president—about 17.2% of the total vote, three-quarters of them for President �eagan (my estimates
from definitions by �eichly, 1985, p. 312; Hunter, 1983, pp. 50 and 141 – 142; and data from Gallup,
1985, p. 38, and the American National Election Study, 1984 Pre- and Post-Election Survey File).
“Fundamentalism” is an extreme form of evangelicalism. By the 1994 congressional elections—because
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of low total turnout and a surge in evangelical turnout, sparked by a massive mobilization effort by
Christian-right organizations—the white evangelical share of the national vote was at least 26% of the
electorate and at least 36% of the total GOP vote. Adding allied religious conservatives such as Mor-
mons brings the pietist total to about 40% of the total 1994 �epublican vote (Hertzke, 1995).

6. Even in 1994, the third year of recovery from the last recession, even as the recovery acceler-
ated, the Wall Street Journal/NBC News poll found that less than half of all Americans said they ex-
pect their children’s generation to enjoy a higher standard of living (down from 60% before the
1990 – 91 recession) (Wall Street Journal, October 10, 1994). One reason is that average weekly earn-
ings rose 19% in the six years since 1988, while consumer prices rose 26.8%. Although President
Clinton’s first two years in office saw more than 4.5 million jobs created from 1992 to 1994, although
the inflation rate remained at a mere 3% and in September 1994 the unemployment rate dropped
below 6% for the first time since 1990, the voters remained convinced that it was not happening.
The reality they grasped, which the media continually emphasized, was both the decline in their real
wages and corporate layoffs, downsizing, and restructuring. Whatever the personal income, blue-
collar workers and increasingly their white-collar brethren were anxious about their own job secu-
rity, about future prospects for them and their children.

7. Prior to the Nixon administration the principle of a guaranteed annual family income had
been discussed for more than 30 years—from FD�’s failed public-assistance minimum proposal of
1935 (guarantee enough to assure “health and decency”) to Nixon’s FAP proposal of 1969 (sold to
him by his domestic policy adviser, Daniel P. Moynihan). FAP proposed a minimum of $1,600 (1969
dollars) for every family, subject to loose work requirements, with a reduction of benefits by 50% of
earned income until the breakeven point of $4,000. Nixon, the first �epublican president to support
the idea of a guaranteed income, backed FAP until early 1970. But realizing the cost and facing re-
sistance from his conservative base, he deserted it in 1970 – 72. The interaction of extremes assured
its demise: the right said it was too expensive, too much of a handout to the undeserving, and the
problem should be left to the states or the private sector and charity; the left opposed work require-
ments and said the payout was too meager (the militant, highly visible National Welfare �ights Or-
ganization launched a “Zap FAP” campaign, condemned it as “disguised repression,” and threatened
violence). (Moynihan, 1973; Burke and Burke, 1974; �ibicoff, 1973; and Coyle and Wildavsky, 1987.)

8. Congressional and media accounts of public resentment of the old as takers and the nonold as
overburdened givers are contradicted both by public opinion data that show little intergenerational
conflict (Taylor, 1986; Minkler, 1986; Day, 1990) and data on family financial help patterns that show
a big net flow from the elderly to their children and grandchildren (Butler, 1989, p. 144). Confirm-
ing these findings of intergenerational solidarity is a large-scale 16-year (annual or biannual) longi-
tudinal survey of the Netherlands with some questions dating back to 1950. Although social spend-
ing and the percentage of the elderly are much higher in the Netherlands than in the United States,
the Dutch show almost no generational or age differences in attitudes toward social security, income,
and related issues (Dekker and Ester, 1993, Part 3). This popular support for the social contract be-
tween generations shows up in a Eurobarometer survey of and two surveys by the International So-
cial Survey Program (ISSP). These show that popular support for current or increased spending on
the aged is overwhelming and increased from 1985 to 1990 in four of the five countries with data
on change (West Germany, Britain, Italy, and the United States) (Kohli, 1993).

9. For discussion of the steps the United States might take to dampen the mood swings and im-
prove the system, see chapter 18 on policy implications.

10. I am grateful to Alison Woodward for a translation of the relevant parts of Jönsson and Pauls-
son’s book, the most comprehensive of several studies of the 1970s and 1980s.

11. Only in Norway, however, where the Christian People’s Party has occasionally been part of
the postwar governing coalitions, has a moral regeneration party had much electoral success. Although
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by 1970 similar parties were formed in Sweden, Denmark, and Finland—a backlash against secular-
ization—they get tiny fractions of the vote, at best 2% in Sweden, 5% in Denmark (Berglund and
Lindstrom, 1978, p. 61). The Swedish Christian Democrats entered Parliament for the first time in
1991.

12. My argument that, despite the huge political differences I have traced in this chapter, we
should not exaggerate the religious-ethnic differences between the United States and Sweden gains
further support from another surprising fact: from the 1830s to the 1960s American and Swedish
preachers obsessed with the evils of alcohol were in close personal contact. For instance, the lodges
of the International Order of Good Templars (IOGT), originating in the United States, were car-
ried to Sweden by a Swedish Baptist preacher and immigrant agent active in the United States; by
1910 Sweden had 2,340 Good Templar lodges and 160,000 members devoted to both abstinence
and democratization (Scott, 1988, pp. 354 – 355). Similar interchanges are frequent among Protestant
pastors in both countries to this day.

13. I am indebted to Susan �eed Hahn for a creative coding effort that made this analysis possible.
14. The Clinton Family and Medical Leave Act of 1993 mandates up to 12 weeks of unpaid

leave per year for family medical emergencies and childbirth or adoption. In 1995 it covered only
about 5% of U.S. companies (those with more than 50 workers) and about 40% of the labor force
(U.S. Department of Labor 1995). This still keeps the U.S. at the bottom of the list.

15. In the early 1980s, Japan, with one of the more-rigid retirement systems (out at 55), began
to implement a positive policy of job maintenance and job creation for older people. Through the
Ministry of Labor it required that companies raise the age of mandatory retirement and move toward
a job quota for workers over 60; it offered a variety of subsidies to employers to keep, hire, and re-
train older workers; and it targeted job-finding and counseling services to older workers (Campbell,
1992, pp. 254 – 281; Cole, 1992, p. 205; and conversation with John Campbell, February 25, 1997).
Many firms today reemploy their own retirees or provide them with assistance in finding new jobs
with their subsidiaries or client firms (Clark and Ogawa, 1997). In the fall of 1997 the parliament
was expected to expand social insurance to government-paid institutional and community long-term
care for the elderly. By 1997 the Japanese score, correct for 1978 – 82, would be closer to 3 than 1.

16. In nine regressions controlling for all possible combinations of other variables in the model,
corporatism is always significant at the .01 level, always in the expected direction. ß � .51, p � .01.

17. Once again, in nine regressions controlling for all combinations of other variables, 65� is al-
ways significant at least at the .05 level, seven times at the .01 level. ß � .42, p � .01.

18. An F-test tells the significance of the increase in �2 which results from adding population
�15 to a regression equation including women working and corporatism. The test shows that pop-
ulation �15 does not add significantly to explaining variations in family policy after the effects of
women working and corporatism are taken into account. This is true for both the summary index
and all three components.

19. Since 1973 Belgian politics has become more polarized. And since December 1981 under
the Center-�ight austerity governments of Christian Democrat Wilfried Martens, the left has not
fared well. Perhaps Belgium will sink a notch into the proper middle cell in table 7.1, although once
social rights are established they are hard to take away.

20. Much of this was inspired by a pronatalist ideology, the concern that the decline in birth rates
would threaten French sovereignty against the German threat: no babies, no soldiers, no economic
strength. Thus, voluntary levies on employers to finance family allowances had begun as early as 1918;
an Act of March 11, 1932 made employer contributions compulsory. (Laroque, 1966, p. 439; Ques-
tiaux and Fournier, 1978, pp. 117 – 120.) The “politique de la famille” has been embraced by every
regime since Daladier’s decrees of 1939 (when the family code instituted a high premium for the
first child and a bonus for more than three). (Laroque, 1966, p. 439; Stanley Hoffman in Hoffman et
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al., 1963, p. 45; Saffran, 1985, pp. 8 – 10; Wilensky, 1981c, p. 352.) Even the Left, once in power, gave
added force to this French preoccupation in both rhetoric and politics: President Mitterrand, declar-
ing in January 1983 that the low birthrate was a major problem, proposed to pay families at the birth
of a third child about $125 a month for two years; all families would receive $85 per month per child
from the third month of pregnancy to age three. His minister of family affairs declared that dénatal-
ité puts at risk France’s place in Western civilization (Wall Street Journal, June 20, 1984).
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8

THE AMERICAN WELFARE MESS 
IN COMPARATIVE PERSPECTIVE

“There’s no excuse for kicking someone unless he’s up.”
Murray Kempton

In 1976 I wrote an article entitled “The Welfare Mess: Is it American, Who Needs It,
Will It Last?” (1976b). The answers then were yes and no; demagogic politicians who use
the welfare poor as convenient scapegoats; and yes, it will last. Sadly, almost nothing had
changed by the late 1990s.

In the intensity of political fuss about it, the welfare mess is peculiarly American, but in
its broad outlines it is shared by several other countries that rely heavily on means-tested
programs and have high rates of poverty (USA, UK, Canada, Ireland, and Switzerland).1

The American welfare mess is perpetuated first by politicians who use welfare mothers (in
the public image they are racial minorities) as convenient scapegoats who are somehow re-
sponsible for problems of racial conflict, crime, family breakup, illegitimacy, immigration,
earnings deterioration, unemployment, budget deficits, fiscal strain and moral rot; and sec-
ond, by the limited political capacity to reduce poverty by other more universal means—
by education, by active labor-market and family policies, and by fiscal policy. It will last as
long as the United States maintains a high rate of poverty and inequality and succumbs to
polarized politics.

The American welfare mess consists of inadequate benefits and income for poor fami-
lies; gross inequities in the flow of cash and services; an obsession with means testing and
welfare fraud, which inspires an expensive, time-consuming, punitive apparatus of investi-
gation and surveillance—a bewildering array of programs and agencies that recipients must
negotiate when they need help. Although much exaggerated, some work disincentives are
part of the welfare mess, especially America’s peculiar avoidance of national health insur-
ance (welfare recipients who receive Medicaid targeted to the poor eventually lose cover-
age if they go to work). Added to inadequacy, inequity, punitiveness, and inefficiency is an
unfortunate lack of fiscal and policy control. Altogether the welfare mess makes the non-
working, nonaged poor highly visible and unpopular, easy targets for scapegoating (see
chap. 10). The mobilization of fear and hate, in turn, provokes mass backlash against wel-
fare and recurrent attempts to reform welfare under such tough-sounding slogans as “work-
fare” and “end welfare as we know it.” It also blocks the formation of a stable congres-
sional coalition to fund the alternative policies most rich democracies have adopted.
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American “Welfare” Programs

For several centuries of modernization every generation has discovered its own undeserv-
ing poor or “dangerous classes.” And the current debate about the causes of poverty—per-
sonal moral failure or lack of opportunity—is as old as the English Poor Laws of the 16th
century. The welfare reform bill of 1996 is merely one more episode in a long cycle of
crackdowns on the poor followed by reforms to ease up a bit. Even the harshest of them
all, the British Poor Law of 1834, was quickly followed by strong criticism. The critics
noted that it did not distinguish between the nonworking poor who received poor relief
and the more-deserving poor who did not; that it undermined incentives to obey the work
ethic; and that it lumped together the worthy and unworthy in a miserable poorhouse,
where criminals, alcoholics, women, mothers, children, infants, the aged, and the sick were
jammed together and where brutality and corruption were common. Serving later as Con-
servative prime minister 1874 – 80, Benjamin Disraeli complained that the Poor Law �e-
form Bill of 1834 made it “a crime to be poor”—an idea echoed by today’s liberals who
are repelled by the “conservative” urge to punish the poor for their poverty. The princi-
ples of Elizabethan poor law—direct aid for the unemployed, work (or the workhouse or
alms house, or prison) for the able-bodied, and local administration that would keep wel-
fare benefits below the lowest wage and thus provide incentives to work—persist to this
day in the U.S. (Handler, 1995, p. 12ff.).

This never-ending cycle is most prominent in the Anglo-American democracies, which
rely most heavily on means-tested benefits targeted to the poor (see table 8.3). The cycle
may occur around a long-term upward trend toward more cash and services for the poor
as modern democracies became quite rich, but there is no doubt that the U.S. is now in a
phase of getting tough on welfare.

In this century American welfare reform has gone through several phases that fit the
cycle of punitiveness to lighter reform and back again.

1. ADC 1911–25. Before the “breadwinner” pattern broke down (see chap. 1)—
when the typical urban family was still a male worker as household head and a wife as
full-time homemaker and mother—the first Aid to Dependent Children (ADC) statute
was enacted in Illinois in 1911. By 1925 similar statutes appeared in almost all other
states (Bell, 1965). Previously, under child protection laws and the concept of “neglect,”
poor children had been removed from their single mothers and put into institutions or
sent to farms. Now if the husband died or disappeared, they could perhaps stay at home.
These new laws, sometimes mislabeled “mothers’ pensions,” were both heavily means
tested and “morals tested.” The single mother had to prove that she was destitute; in
addition she had to be “fit and proper,” a concept to be interpreted not by a welfare
agency but typically by juvenile and county courts with power to give aid, declare chil-
dren neglected or delinquent, break up homes, and place children in reformatories or
state schools. As Joel Handler (1995, p. 25) and others have noted, few families were
enrolled in these precursors to AFDC; recipients were almost all white widows; grants
were small and even then typically had work requirements. The vast majority of poor
mothers and their children were excluded.Yet it was a step ahead of previous practice;
some poor but worthy mothers, if they maintained “suitable homes,” could be morally
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excused from work and receive aid. (Ibid., 1995; Gordon, 1994, pp. 45 – 46, 298 – 299;
Bell, 1965, pp. 5 – 13, 17 – 18; Handler and Hasenfeld, 1991, p. 24 – 26, 119 – 120.)

2. AFDC as part of Franklin �oosevelt’s Social Security Act of 1935. Although in his
first two years in office FD� spent $2 billion in cash relief (the “dole”) administered by
the states, by 1935, under prodding by Harry Hopkins and the academics who crafted
Old Age, Survivors, and Disability Insurance (OASDI; Wilensky, 1997), he revived the
work test for able-bodied men (the Works Project Administration) and made ADC a
federal program. ADC (renamed AFDC) aimed to help families in which the breadwin-
ner was “dead, disabled, or absent.” This little-noticed part of the Social Security Act
gradually developed into a program to support the children of divorce, desertion, and
illegitimacy. Federal administrators were by now much more sympathetic to the poor; in
the middle of the Great Depression it was easier to sell the idea that social structure, the
fluctuations of markets, and fiscal policy shaped poverty. To project the blame on the
poor, they argued, was both unrealistic and cruel. They saw “suitable home” policies as
meddlesome and irrational, the denial of aid to out-of-wedlock children as punishment
of innocent children for the sins of their parents. They prodded states to lighten up.
(Kaus, 1992, p. 240; Bell, 1965, pp. 76 – 92.) By 1940, 30% of the ADC caseload con-
sisted of families with absent father; by 1960 AFDC was 64%.

3. The explosion of cost and the “casework” crackdown, 1960–68. In the early 1960s, the
welfare caseload climbed sharply and political resistance to welfare mothers mounted
with it. From 1960 to 1974 AFDC rolls more than tripled from 3.1 million to about 11
million. States tried to reassert the “suitable home” restrictions of the early 20th century.
This is the time of the infamous midnight raids to uncover boyfriends who were cohab-
iting with the welfare mother—taken as a sign of both immorality and the presence of a
“substitute parent,” both of which were grounds for cutting or eliminating AFDC aid.
(Later I discuss this form of means testing and surveillance as we examine technical-
administrative problems in heavily means-tested programs.) �epelled by this heavy-
handed harassment of welfare mothers, civil-rights activists, welfare-rights activists, and
the federal courts gradually shifted AFDC toward a “social right.” I say “toward” be-
cause poor single mothers continued to be viewed as undeserving, agency approval of
their claims was anything but automatic, and work requirements were widely applied.

Talk of crisis mounted along with the welfare rolls and the increasing numbers of
blacks and never-married recipients. The response of President Kennedy’s secretary of
health, education and welfare, Abraham �ibicoff, was a massive dose of social work
aimed at rehabilitation. The 1962 Public Welfare Amendments triggered a competitive
state scramble for federal dollars for every variety of casework that might prevent the
poor from sliding into welfare or move them up and out. The limited effectiveness of
this solution in turn inspired a conservative reaction against what some called “poverty
pimps,” moralistic government caseworkers and welfare administrators who mediated
between the poor and federal money. For a time, they and some liberal Democrats such
as Daniel Patrick Moynihan and Sargent Shriver favored a guaranteed income and called
for cash, not casework (cf. Kaus, 1992, pp. 112 – 113). We have seen in chapter 5 why
such guaranteed minimum-income proposals as Nixon’s Family Assistance Plan were
killed in Congress and the White House. In only eight years the debate went from ex-
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panded casework and prevention to cash, with both fading away along with President
Johnson’s War on Poverty, while the AFDC caseload continued to climb from 7.4 mil-
lion in 1970 to 10.5 million in 1980 (U.S. House of �epresentatives, Green Book, 1996,
tables 8 – 25 and 8 – 27—hereafter cited as the Green Book).

4. The revival of “workfare” 1980 to the present with fluctuations in punitiveness. �egula-
tory work programs for welfare recipients were revived in the 1980s. There had been
largely symbolic exercises earlier. For example, a Work Incentive Program (WIN) was
enacted in 1967 and expanded and toughened in 1971; at its peak it had a budget of
about $300 million. Only 2 – 3% of the eligible welfare recipients got jobs through the
second, tougher WIN; of these, only 20% held their jobs for at least 3 months (Handler,
1995, p. 59).

For a brief period Democrats and �epublicans came together on a welfare reform bill
that was neither punitive nor utopian and took the challenge of welfare-to-work more
seriously, the Family Support Act of 1988 (chap. 7 describes the struggle to achieve a
coalition around this measure). It emphasized work and training and provided new fed-
eral spending, including money for a year of guaranteed transitional child care and Med-
icaid for women leaving AFDC. It also included substantial funding for research to eval-
uate its effects, which now permits us to show how limited the “workfare” solution is in
reducing either poverty or welfare spending.

This lighter workfare reform lasted only about eight years; in 1996 the cycle moved
toward a new, more radical crackdown, the Personal �esponsibility and Work Opportu-
nity �econciliation Act of 1996. This law was driven by budget-balancing fervor com-
bined with the usual hostility to the undeserving poor and the belief that coercion will
make them work, marry, stop having illegitimate children, and become self-sufficient. (For
good summaries of this law and the issues posed see Smolensky, Evenhouse, and �eilly,
1997; Bane, 1997; Waldfogel, 1996; and Super et al., 1996.) The law

. replaces Aid to Families with Dependent Children (AFDC), an entitlement,
and the Jobs Opportunities and Basic Skills Training ( JOBS) program with
block grants to the states for Temporary Assistance for Needy Families
(TANF). It abolishes any right to benefits and services.

. requires that state plans include a provision that at least one adult in a family
that has been receiving aid for more than two years participate in work activi-
ties, as defined by the state. It imposes a five-year lifetime limit on the receipt of
assistance. States can reduce these time limits. (The National Governors’ Associ-
ation reported that by June 30, 1997, 20 states had imposed shorter time limits.)
Hardship exemptions may be made for up to 20% of families. The states have
had increasing flexibility in administering welfare before this law; they now have
free rein. They can spend money, set eligibility rules, and provide aid or not, as
they wish; transfer funds to other more popular programs; and push the respon-
sibility down to counties and cities or to for-profit companies (who are driven
by cost-cutting considerations).

. requires states to reduce grants for those who refuse to engage in work (as
defined by the state) and penalizes states for not meeting specified rates of par-
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ticipation by TANF recipients in work-related activities. The law contains a
“caseload reduction credit” that allows states to count a reduction of 15% or
more from 1995 to 1998 in their caseload toward “work activities”
calculations—a perverse incentive to purge or churn the rolls.

. establishes a loose maintenance-of-effort requirement: States must maintain
their spending at 80% of their 1994 level. That very likely means a cut in total
spending on welfare and ultimately a cut in real welfare benefits per family.2

But, more important, the bill makes across-the-board cuts in food stamp be-
nefits, restricts these benefits to 3 months out of 36 for unemployed adults
without disabilities or dependents, bans most legal immigrants from most federal
benefit programs, and toughens benefit eligibility rules for disabled children
under SSI. Cuts in food stamps and the denial of benefits to legal immigrants
generate most of the $54 billion in savings in this law.3

. improves national child support enforcement. Calls for a National Directory
of New Hires to catch deadbeat dads escaping across state borders. (Previous
laws with nearly unanimous support also tried to make absent fathers pay child
support.)

. authorizes more federal money for child care ($21 billion over seven
years)—the one gesture in the 1996 bill toward the kind of support necessary
for any move from welfare to work by able-bodied TANF mothers.

The scholarly critics of this bill include veteran students of the welfare mess such as Sen-
ator Pat Moynihan, Mary Jo Bane, and Wendell Primus. Bane, as assistant secretary for chil-
dren and families in the Department of Health and Human Services, and Wendell Primus,
who also held a top position in HHS, resigned their posts when it became clear that Pres-
ident Clinton would sign the bill. These critics argue that there will now be a competitive
race to the bottom. In Bane’s words, “All the political and financial incentives are for states
to cut assistance, to impose time limits shorter than five years, to meet the work require-
ments without spending any money, to shift responsibilities to local government and pri-
vate contractors, and to use the block grant funds for more politically popular programs.
All of these tendencies were evident in waiver demonstrations proposed by states before
enactment of the new law” (1997, p. 49).

Critics further claim the following: (1) The already large disparities between the states
(see table 8.2) will be exacerbated by the funding formula, which locks in historical differ-
ences in spending per poor child. The richer, more-generous states tend to have stable or
slowly rising populations and vice versa. Thus, disparities will increase. Because states will
receive federal dollars based on the welfare populations of earlier years even as the rolls de-
cline, there will be an initial windfall of almost $2 billion for 1997, permitting some lucky
states to increase spending per recipient if they choose to do so (see note 2 above). (2) Va-
garies of federal and state appropriation and economic cycles of states and regions assure dis-
astrous cuts in child support when inevitable downswings come in either political mood or
labor markets. (3) The law eliminates or sharply limits due-process protection; by repealing
federal AFDC, Congress undermined 60 years of case law protecting recipients. (4) Analy-
ses by both HHS and the Urban Institute predict that the new law will push at least 1 mil-
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lion children and 1.5 million adults into poverty and that 8 million families will lose income.
(5) Without federal oversight and with unconstrained “flexibility” for the states, it will be
virtually impossible to monitor outcomes in the way the 1988 Family Support Act required.
What is sure is that welfare mothers, unlike the blind, the disabled, and the old, who have
always been morally excused from work, will in theory be required to work. It is equally
certain that these mothers will continue to be condemned for their failure to achieve self-
sufficiency.4

There is a recurrent tension in the long history of attempts to combine welfare and
work. Are the work requirements for poor families to be merely another prerequisite for
continued eligibility, another set of rules for compliance, or is “workfare” to be a system
that confronts the varied obstacles to work—child care, transportation, education, training,
job search, and, need we say, job creation—and guides recipients from welfare to perma-
nent work? (Bane and Ellwood, 1994.) Since 1980 especially but for many decades before,
in theory workfare involves the necessary investment in human capital; in practice it is over-
whelmingly intensified eligibility checking and cost cutting. That is why workfare as prac-
ticed by many states in the past 20 years or so has had little effect on setting the poor to
work for more than temporary stints or imposing sanctions for failure to comply and has
had only a marginal effect on moving AFDC clients from welfare to stable work. (See later
discussion of why workfare on the cheap fails.)

Myths and Facts about the American Welfare System

The welfare system has been studied nearly to death. But social-science research has had
little effect on the direction of welfare policy, a point explored comparatively and in detail
in chapters 2 and 4. As we have seen, programs targeted to the poor have been repeatedly
reformed in a long cycle of increasing and decreasing punitiveness. In my view, if the
United States continues to insist on heavy means testing and does little to make low-wage
work pay better, and health care universal, the welfare mess is intractable.

There is a consensus among scholars regarding the facts about welfare and considerable
agreement on strategies for reducing poverty. The social-science consensus is often put in
the form of myths vs. facts (Smolensky, Evenhouse, and �eilly, 1992, 1997; Handler, 1995;
Jencks, 1992a, 1992b; Edin and Lein, 1997a). As an anthropological concept a myth is a
story that is partially true, partially false, and validates a collective sentiment. In the case of
the welfare poor, some widely held beliefs are real myths with a (usually small) component
of truth; some are totally false. We consider first the false propositions that even a shaman
in a primitive tribe would be ashamed to promulgate, then some common myths with a
grain of truth. Misconceptions that are almost devoid of any truth include the following:
American welfare is generous, many of its beneficiaries live like welfare queens; the wel-
fare population is homogeneous and will respond to pressure to work via lower benefits
and definite time limits; and welfare clients are minorities living in ghettos (a corollary to
the myth of homogeneity).

First, welfare benefits are generous; many recipients are living in comfort. The main means-tested
programs targeted to the poor are Aid to Families with Dependent Children (AFDC for
poor children in single-parent families or families in which the principal earner is unem-
ployed—after 1996 AFDC became TANF); Supplementary Security Income (SSI, for the poor
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disabled and their dependents, and for the poor elderly); food stamps (in 1995 about 9 in 10
of AFDC recipients received them); and Medicaid (virtually all AFDC families receive
Medicaid coverage, although most of the total expenditure goes to the elderly poor). Sev-
eral much smaller programs cover much smaller portions of the poor: the program for
Women, Infants, and Children (WIC) gives nutritional screening and food assistance to chil-
dren under six and food assistance to low-income women who are pregnant or have an in-
fant (about half the eligible population and a quarter of the AFDC families receive WIC
benefits); Head Start gives health and education and other services to poor children under
six (about a quarter of poor three- to five-year-olds enroll); miscellaneous housing assistance
(only about a quarter of AFDC families received any form of housing aid in the early
1990s); Title XX social services block grant to states for programs designed to prevent welfare
dependency and homelesness, provide child care, and preserve intact families (capped at
$2.8 billion since 1977, it has since declined by 59% in real funding); federal outlays for job
training for the disadvantaged (cut from $3.1 billion in 1975 to $132 million in 1996 in con-
stant 1990 dollars); school lunch program (slight decline since 1977) and school breakfast pro-
gram (a large increase from a tiny base); General Assistance (a small benefit for the poorest
of the poor who fall through the safety net above, a program most states scaled back or
eliminated in recent years); and federal/state Emergency Assistance Program ($14 million in
1970 to $3.25 billion in 1995 in nonconstant dollars, a big increase as deep poverty in-
creased; see table 8.4). The welfare reform bill of 1996 substituted block grants for Emer-
gency Assistance as well as AFDC and JOBS.

In amount and eligibility all of these benefits vary greatly by state except food stamps,
which, after the 1996 welfare reform also varied by state. The Earned Income Tax Credit,
targeted to the working poor, is not like any of these means-tested programs; eligibility for
EITC is determined by an invisible, simple income test. It will be discussed later in a com-
parative analysis of means testing, stigma, and takeup rates.

How generous is this patchwork system? Table 8.1 shows the average benefit per fam-
ily or per beneficiary for the major programs and the trend since 1970.

Table 8.1 rather neatly confirms old themes in the politics of welfare: in congressional
debate and political campaigns it is much easier to demonize welfare mothers targeted by
AFDC (47% cut 1970 – 95 in real benefits) than it is to demonize poor disabled adults, dis-
abled children, or the poor frail elderly targeted by SSI (only a 1% cut). And it is still more
difficult to attack the working poor and near-poor targeted by the EITC (a 118% real in-
crease in 20 years). Food stamps (a modest real increase of 34% in 25 years) are a special
political case, peculiarly American. The food stamp program, enacted in 1964, was greatly
expanded in 1970, after the well-publicized hearings of Senator George McGovern’s Se-
lect Committee on Nutrition and Human Needs uncovered a shocking amount of mal-
nutrition and even starvation in the United States (Melnick, 1994, pp. 187 – 188, 198 – 199).
For a means-tested program embracing the nonworking poor, this alone would not carry
the day. It was passed with the support of the farm lobby, greatly overrepresented in the
U.S. Senate, who saw a new market for farm products and were willing to trade support
for food stamps in return for urban liberals’ support for farm subsidies; paternalistic con-
servatives who believed that cash grants to welfare mothers was being squandered on alco-
hol, drugs, and general dissipation and were attracted to food stamps that could only be
spent on food; and liberals who felt that an affluent society could afford to eliminate star-
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vation and malnutrition. In any case, the value of food stamps remained small—less than a
fifth of 1995 AFDC grants.

Medicaid—the health-care entitlement for the poor—is the other large means-tested
program in table 8.1. In contrast to AFDC, SSI, and food stamps, the estimated real cash
value of Medicaid benefits has burgeoned (100% in 20 years). Is this an exception to the
rule that it is easy to cut or constrain benefits to the undeserving poor? Not really. As a
measure of the real welfare of the welfare poor, Medicaid increases are misleading. First,
medical inflation much exceeds the inflation adjustments in table 8.1; providers, adminis-
trators, and insurance companies take much of the benefit. Second, an AFDC (now TANF)
dollar or food stamp dollar that goes to a welfare mother clearly improves the family’s well-
being. In contrast, piling up medical bills under Medicaid is typically a sign of suffering and
poor health; it is hardly an unambiguous measure of well-being. Finally, only 29% of total
Medicaid spending goes to provide medical care for the welfare poor. The rest goes to in-
digents in nursing homes, SSI recipients, and low-income Medicare recipients—in other
words to the frail elderly poor. A bizarre feature of Medicaid is its open invitation to fraud
or at least behavior of dubious ethical standard: Medicaid is the only long-term care op-
tion available to the nonaffluent middle class—and even the upper-middle class—millions
of whom spend down assets or reallocate assets so they can declare themselves paupers and
meet the eligibility test for explosively expensive long-term institutional care. Frequently,
well-off adult children of aging parents needing such care consult lawyers expert in asset-
shifting strategies.

This is to say that Medicaid is prominent in the inequities and indignities of the wel-
fare mess. It is, of course, better than nothing and is worth preserving to prevent the fur-
ther immiseration of the poor pending the political moment when the United States joins
the rest of the rich democracies by adopting universal national health insurance.

Perhaps the best conservative measure of generosity of aid to the undeserving poor is
the maximum monthly potential benefit for a one-parent family of three persons as a per-
centage of the 1996 poverty line of $12,980 per year or $1,082 per month. Neither these
figures nor those in table 8.1 suggest an overflow of humanitarian spirit. The median 1996
AFDC benefit is $389 per month or 36% of the poverty line; median food stamp benefits
are $310 per month; and the value of the combined benefit is $699 or 65% of the poverty
line. In fact, no state, even the most generous, has moved the welfare poor above the
poverty line through the combination of AFDC and food stamps (1996 Green Book, table
8-12, p. 437). Similarly, the combined maximum benefit for SSI, social security, and food
stamps for the poor elderly and disabled individuals in 1996 was $6,372 per year (87% of
the poverty threshold) (1996 Green Book, table 4-9). For poor elderly, blind or disabled
couples, the same combination yields $9,540, an inch above poverty—104% of the size-
adjusted poverty threshhold (1996 Green Book, table 4-10, p. 290). Finally, because of the
heavy debt run up from 1980 to 1992 and the political resistance to cutting support for
social security, Medicare, and the military, the brunt of fiscal austerity was borne by the
“discretionary” budgets of the 1990s, the home of all of the means-tested programs. Most
dramatically, in two years of legislation enacted by the 104th �epublican Congress from FY
1995 to FY 1997 the percentage change in appropriation levels for low-income discre-
tionary programs adjusted for inflation was a cut of 10.2%; appropriations for other non-
low income, nondefense discretionary programs shrank only 5.2%. More than 93% of the
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total net effects of reductions in entitlements came from programs for low-income people
($61 billion of the $65.6 billion cuts over 1996 – 2002). The food stamp program and the
SSI program for the poor disabled and elderly bore the brunt of the cuts. This is true
whether we adjust for inflation or not. (Greenstein, Kogan, and Nichols, 1996, using con-
servative estimates by the Congressional Budget Office.)

In short, the welfare system is anything but generous. Because the welfare poor are vis-
ible and unpopular, however, no amount of tough means testing will prevent political com-
plaints about “welfare queens.”

Decentralized federalism dominates the welfare system of the U.S. and accounts for strik-
ing differences among states in the fate of the poor. One puzzle in the system is why some
states have cut back AFDC and associated benefits so much more than others. One might

  . Average monthly benefit payments per family or per recipient for AFDC, food
stamps, SSI, Medicaid, and the earned income tax credit, 1970 – 95 (in 1995 dollars)1

1Figures given in constant 1995 dollars adjusted for inflation using the Consumer Price Index for urban
Consumers (CPI-U) unless otherwise indicated.

2Source: Committee on Ways and Means, U.S. House of �epresentatives, 1996 Green Book: Background
Material and Data on Programs within the Jurisdiction of the Committee on Ways and Means, table 8-1,
pp. 386 – 87 (Washington, DC: US Government Printing Office, 1996). This is an average of the benefits
paid out under both AFDC-Basic and AFDC-UP programs to families. Note that the average size of a fam-
ily receiving AFDC shrank from 4.0 in 1970, to 3.2 in 1975, to 2.8 in 1993 (where it remained through
1995).

3Source: 1996 Green Book, table 16-11, p. 881.
4Source: 1996 Green Book, table 4-3, p. 274. The monthly figures were calculated from annual per

capita benefit totals. All figures are for recipients living in their own households, not those living in an-
other’s household. This represents over 90% of all those receiving SSI. No figure is available for 1970 be-
cause the SSI (Supplemental Security Income) program began in 1974.

5Source: 1996 Green Book, table 16-19, pp. 906 – 907. Figures are in constant 1994 dollars, except for
the 1985 figure which is in constant 1995 dollars. The bulk of Medicaid expenditures is paid out to aged
recipients, along with disabled people. Medicaid is an anomaly; it is not targeted at the same population as
the other programs in this table.

6Source: 1996 Green Book, table 14-14, p. 809. The figure for 1995 is a projection. Targeted to the
working poor.

7This figure is for 1972, the first fiscal year in which food stamp benefits and eligibility rules became
nationally uniform by law and were indexed for inflation.

81981.
91992.
101994.
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think that highly means-tested benefits would be most vulnerable to cuts where they are
generous—where the cuts would do little harm. There was a hint of this in chapter 5
where we saw that big-spending Sweden, having achieved remarkable security for all its cit-
izens, was able to make substantial cuts in social spending, even in health care, with very
little loss in the standard of living of its citizens, including low-income families. But this is
not true of the 51 states of the United States. Table 8.2 shows that starting from a low level
of benefits for the poor does not insulate you from Draconian cuts.

The median maximum monthly benefits for a family of three for 51 states (including
the District of Columbia) in 1995 was $404 ($4,848 a year). The median real cut in the
maximum benefit from 1970 to 1996 was 46%, by any standard a punishing reduction.
What is most striking about the state data on which table 8.2 is based is that even before
the welfare reforms of 1996, there was a clear tendency for the states that are most gener-
ous in welfare benefits to avoid relatively severe cuts during this 26-year period while the
already miserly states went at it with great vigor. Specifically:

• Of the eight states with the very fewest cutbacks (from California’s 18% to
Florida’s 33%) four are the most generous in benefits (Alaska, Hawaii, California, Wis-
consin) and two are close to the median (Maine, Nevada). Only two, Florida and Mis-
souri, are well below the median. These eight states average $515 in the monthly maxi-
mum benefit for a family of three in January, 1996. Generous states tend to make the
fewest cuts in benefits targeted to the poor.

• Of the eight states with the most drastic cutbacks (from Texas’s 68% to
Tennessee’s 58%), seven are in the three lowest quintiles in generosity (Tennessee, Texas,
Virginia, Idaho, Illinois, Pennsylvania, New Jersey). These eight states that made large
cuts in AFDC average $323 in the monthly maximum benefit—at most a fulsom $3,876
a year in 1996 to support a single mother with two children or a couple with one. The
already lean and mean are the states that tend to cut benefits the most.

Generosity, however, is unrelated to affluence: rich or booming states are among
the most Draconian in cuts: Texas leads the 51 states at 68%; New Jersey is the runner
up at 65%; Pennsylvania at 60% and Illinois at 59% are also in the top quintile in slash-
ing spending for the welfare poor.

• Although lean spending on the poor is not confined to the South, the states in the
bottom quintile of column one, table 8.2—states paying the very lowest benefits—are all
Southern (ranging from Mississippi’s $120 per month to North Carolina’s $272).

Cost-of-living differences cannot explain such large cutback differences. The obvious
candidates for further explanation of the patterns are the political complexion of these states
and the occupational and residential mobility pattern in each (see chap. 5). Texas is the epit-
ome instance. It is a boom state in most years, generating both great mobility in occupation
and wealth; and it is Southern, with a resurgent �epublican Party. The point remains hypo-
thetical until the politics of welfare and mobility patterns are analyzed in each state; neces-
sary data do not yet exist. There is one additional determinant of the politics of welfare in
the U.S. states that deserves attention—variations in types of income inequality, which are
probably related to the patterns of social mobility we found important in chapter 5. The 
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resistance to redistribution of income via AFDC or General Assistance is directly related to
the degree of inequality. A study of means-tested programs in the 50 states ( Jacobs, 1980)
concludes that the most politically significant inequality is the gap between low- and 
middle-income recipients, not the percentage of very rich. First, controlling for average state
income, there is a strong negative association between the poverty rate (many very low-
income families) and public assistance generosity (mean payments of AFDC 1962 and Gen-
eral Assistance payments per $100,000 in state personal income). Second, there is an equally
strong negative association between that inequality resulting from differences between low-
and middle-income families and public assistance generosity.5 The greater the distance be-
tween the middle and the bottom, the more meager the public assistance benefits. This is
consistent with my theme of a middle-mass revolt—the growing resistance to visibly redis-
tributive policies for the poor among the upper-working class and lower-middle class in sev-
eral countries (chap. 10, pp. 376ff.; and Wilensky, 1975, pp. 116 – 118).

A second stereotype devoid of truth is that welfare mothers have large families because welfare de-
pendency stimulates fertility. In fact, AFDC families have 1.9 children; the national average is
1.8. Fertility rates of welfare mothers have fallen for several decades along with the fertil-
ity rates of other American women. Almost 9 in 10 of AFDC families have three or fewer
children. (Handler, 1995, p. 106.) In other words, in size and trend welfare families are like
nonwelfare families.

Does the level of welfare benefits or their rate of increase shape the size or fertility rate
of welfare families? Careful studies of these relationships have failed to show any connec-
tion. Neither the level of a state’s AFDC benefits nor its rate of change has any effect on
fertility; and when real benefit levels were going up in the 1960s, fertility rates of welfare
mothers were declining. ( Jencks, 1992a, pp. 82 – 85; Bane and Ellwood, 1994, pp. 109 – 123;
Handler, 1995, p. 106.)6 There is even some evidence that AFDC mothers are less likely
than non-AFDC mothers to have multiple pregnancies and more likely to use contracep-
tives (Williams, 1992, p. 740).

The third meritless myth: Welfare clients are racial minorities, trapped in ghettos; welfare patholo-
gies are largely African-American pathologies. This myth validates the collective sentiment of
whites that welfare poor are able-bodied but lazy blacks with large broods of illegitimate
children, making a career of welfare at the expense of hardworking taxpayers.7 In fact, less
than 10% of welfare recipients live in ghettos—that is, areas of concentrated poverty in large
cities (Bane and Ellwood, 1994, pp. 90, 118). And welfare families are racially heteroge-
neous: of all first-time AFDC recipients in 1994, 56% were white, 36% black, and 20% His-
panic, although minorities constitute a disproportionate proportion of the long-term wel-
fare population and thus a larger percentage of recipients at any one moment. (1996 Green
Book, table 8-48, p. 507. Note 10 below explains discrepancies between exit and entry data
and cross-sectional data for one point in time.)

The final misconception is that the welfare population is homogeneous; they are able-bodied per-
sons evading their responsibility to work and support their families like the rest of us. They will there-
fore respond to pressure to work via cuts in benefits and definite time limits. They need “tough
love”—a phrase that resonated with the advocates of welfare reform bills passed by Con-
gress in 1996. Congress members wanted to send a simple message: “Shape up. Get off your
dead butt and get a job.” Again the facts—especially about the social composition and his-
tory of exits and entries to welfare—belie the sentiments. First, the identity of AFDC re-
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cipients: Most welfare mothers have never married, less than a third are divorced or sepa-
rated.Very few are teenagers. Almost half their children are younger than six; one-fourth
are younger than three. At least half the mothers have not graduated from high school;
fewer than 1 in 10 attended any postsecondary school. (1996 Green Book, tables 8-48 and
8-49, pp. 507 – 508; 1994 Green Book, pp. 401 – 402, table 10-27.) The typical long-term
welfare mother has no high-school diploma, no significant job experience, and a very
young child; she is single and receives no help from the absent father. These characteristics
make her no more popular in the labor market than she is in the political market. Second,
what do studies of entries to welfare and exits from welfare tell us about welfare recipients
and their desire to work and support their families? Studies consistently show that welfare
mothers typically move in and out of low-wage work, alternating it with welfare, and some-
times doing both. What needs to be explained is why so many entrants to welfare find
work despite their great deficits in education, job experience, health, and self-confidence,
and their need for child-care help. The answer seems to be that welfare mothers are typi-
cally struggling to make ends meet and take care of their children, and any kind of work,
when they can get it, helps.

To understand patterns of work and welfare we must look to the structure of opportu-
nity interacting with the limited personal resources of the poor. AFDC participation rates
increase during periods of rising unemployment, as in the recession of the early 1990s; par-
ticipation decreases in periods of declining unemployment when more welfare mothers can
find some work, as in the Midwest in 1993 – 97 (Sandefur and Wells, 1996). Common jobs
held by welfare mothers both before the welfare reform of 1996 and after, are maids, cash-
iers, nursing aides, child-care workers, and waitresses; whether part-time or full-time, these
are low-wage jobs with few or no fringe benefits, high turnover, and few opportunities for
advancement. Most welfare recipients work at official or unofficial jobs while on welfare
and as a route off welfare (Harris, 1991, 1993). But nearly 60% of the women who work
their way off welfare later return to welfare within a six-year observation period. The main
reasons: They need to care for young children; and their deficits of education, experience,
and social support prepare them only for low-paying, unstable jobs. These women earn an
average hourly wage of under $6.50 (1988 dollars), which declines over two years of work
and is the same after three years. Two-thirds are poor at the time of exit; more than half
are still poor a year later. (Harris, 1996, pp. 413, 420.)

Even continuous work does not ensure that women remain off of welfare. Among the
women who work continuously in every month following exit, nearly a third return to
welfare even though they continue to work (Edin and Lein, 1997a).

The state of the labor market and the limited resources of the poor are half of the story
of welfare exits and entries; the other half is family formation and breakup as they affect
the poor. One analysis based on the 21-year Panel Study of Income Dynamics (Bane and
Ellwood, 1994, pp. 53 – 60) shows that most entries to welfare (first spells only) are caused
by family breakup (wife becomes female head) or family breakup followed by child birth
(single, divorced, separated, widowed women who have a child), or never-married single
women who have a child. And most exits from welfare are also unrelated to work: 29%
became wives, 11% no longer had eligible children. “Only 25 percent of exits could be
unambiguously traced to an earnings increase” (Bane and Ellwood, 1994, p. 56). Other stud-
ies based on different time frames or on monthly earnings data estimate that as many as
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69% of exits were work-related (e.g., Harris’s 1993 study of monthly data during the boom
period of 1984 – 86). Bane and Ellwood (1994, p. 59) conclude that “If we had to pick a
single number for the significance of work exits, we’d . . . pick one closer to the 40 per-
cent who had moderate earnings in their first year off welfare than the 25 percent we find
using our . . . classification system” allowing only one main reason per exit when an in-
crease in earnings might occur the same time as a marriage. That still leaves a majority of
exits that are nonwork.8

Exits from welfare that are unrelated to work include tougher eligibility rules (the pe-
riodic crackdowns endemic to the system), a move to another state, disability and a move
to SSI or Social Security Disability, or, most important, marriage or cohabitation with
someone who can help pay the rent. Studies uniformly suggest that marital status is related
to entry to welfare, duration of welfare dependency, and exit from welfare, as well as to sub-
sequent fate in the labor market. The marriage market is at the center of the problem. For
instance, the percentage of all new entrants to welfare who were never married is 43, com-
pared to 24 of the divorced, 23 of the separated, 7 of the married, and 4 of the widowed.
The percentage of the new entrants who will have AFDC spells of 10 years or more is 32
for the never married, 22 for the separated, 13 for the divorced, 7 for the widowed, and 0.5
for the married. (Bane and Ellwood, 1994, table 2.5.) These figures tell us why black wel-
fare mothers are much less likely to leave welfare to marry or remarry than white welfare
mothers: the ratio of available and acceptable (e.g., employed, healthy) black men to poor
black women is bleak—one factor in the overrepresentation of African-American women
in the welfare population (ibid., p. 60).

The importance of both work and the structure of the family as they interact is con-
firmed by studies of neighborhood effects on welfare dependency. For instance, in a mul-
tivariate study of female single-parent families in 17 Boston neighborhoods in 1988 – 89
(before the recession), Paul Osterman (1991) found only two robust predictors of neigh-
borhood welfare use: the percentage of households with a working head and family struc-
ture (percentage of solo mothers, intact families, extended families). A neighborhood where
few family heads work reduces job contacts, motivation, and opportunities for everyone;
the isolation of solo mothers and their children from working heads as models and sources
of job networks exacerbates the human capital deficits that bring these mothers to welfare
in the first place.9

In sum, welfare recipients are heterogeneous in ways that count: They vary in marital
status and prospects, in health, in race and ethnicity, in the number and ages of their chil-
dren, in the ways they enter and exit from welfare, and in their job experience, literacy, and
education (although the central tendency is toward heavy deficits in human capital). Con-
sidering that welfare can intimidate, isolate, and stigmatize and leave women feeling pow-
erless and passive, it is remarkable how many welfare mothers attempt to obtain work and
become self-reliant. Those who do not, generally cannot. When exits do occur they are
almost entirely linked to characteristics that shape earnings capacity—education, job expe-
rience, and marriage. It is thus understandable that no policy shifts the United States has
adopted, including workfare requirements that are the core of recent welfare reforms, have
had a major effect on moving recipients to stable work, reducing child poverty, or, for those
few states committed to these outcomes, cutting welfare spending (this evidence is sum-
marized later). Welfare mothers are those among the poor who have the greatest deficits

Wilensky_CH08  3/14/02  1:50 PM  Page 304



The Welfare Mess

305

in education, job experience, physical and mental health, and self-confidence, as well as the
poorest marriage chances. The labor market and wage structure of the United States are
not hospitable to the least skilled whether they are the welfare poor or not. Even if the
United States created an abundance of jobs for welfare mothers, the idea that they can be-
come stably employed, self-supporting workers in low-wage jobs without added income,
education, training, counseling, placement, child care, and other services is silly. The fund-
ing for all this, needless to say, does not typically accompany the crackdowns.

We can now turn to some welfare myths that contain a kernel of truth but are grossly
misleading, though they serve as comfortable rationalization for cutting benefits, shifting
money to more popular projects such as prisons and police, and calling it “tough love.”
They include: Welfare discourages work; welfare becomes permanent dependency, which
is inherited by the children of welfare mothers; welfare subverts the family and family val-
ues, breeding divorce and illegitimacy; cracking down on deadbeat dads would clean up
much of the welfare mess; and exploding welfare costs were breaking state and federal
budgets.

1. Myth: Welfare discourages work. Facts: Neither in behavior nor in attitudes are wel-
fare clients antiwork. But welfare programs combined with the wage structure of the
U.S. do contain disincentives to work, which have a small effect in reducing hours of
working. We have already seen that although women who end up on welfare are those
among the poor with the fewest marketable skills who have never had jobs or had only
part-time or minimum wage jobs, they nevertheless alternate work with welfare. Why do
not more of them move out of welfare permanently? Human capital deficits aside, disin-
centives abound. Since 1967, when Congress decided to encourage work rather than
keep welfare mothers home to care for their children, there have been efforts to provide
financial incentives to work while reducing welfare costs. The famous “thirty-plus-a-
third” rule allowed the AFDC recipient to keep the first $30 of monthly earnings plus
one third of remaining earnings. It also allowed the deduction of work-related expenses
including child care. After these deductions the benefit-reductions rate was still a high
67%. (Smolensky, Evenhouse, and �eilly, 1992, pp. 21 – 22.) This rule lasted until 1981
when President �eagan, noting that it made more families eligible for welfare, went back
to the 100% reduction rate and capped the deduction for work expenses. Now, when a
welfare mother works her way off AFDC, after one year full-time on the job her earn-
ings will be below the poverty line (1996 Green Book, p. 450). Further, when she leaves
AFDC because she has reached the cutoff earnings level (see table 8.2), she loses Medic-
aid—medical coverage for her family—and often loses child-care subsidies and other
supports for working parents as well. A frequent response to this bizarre system among
those able to find and hold a part-time or even full-time job is to try to combine welfare
and work while hiding some earnings, a combination that may push their income
slightly above the poverty line without losing Medicaid and food stamps.

Many students of the welfare mess, pondering the inadequacy of benefits, the disin-
centives to work, the administrative harassment of welfare mothers, and their deficits in
experience and education, ask the question, “How on earth do they make ends meet on
welfare benefits?” The answer is, “They don’t.” Suggestive insights come from an inten-
sive study of 25 welfare families in a midwestern city in 1988 ( Jencks and Edin, 1990,
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pp. 32 – 44). These families presumably lived on combined welfare and food-stamp
benefits that were well below the basic costs of food and rent. In fact, “Not one of these
welfare mothers was able to live on her welfare check. All 25 supplemented their checks
with income from other sources. None reported all her extra income to the welfare
department” (p. 32). Since food stamps and AFDC supplied an average of only 57% of
their income, all of which went to survival, how did they pay their bills?

Roughly half the rest came from work of various kinds. The remainder came from
absent fathers, boyfriends, relatives, and student loans. The work these mothers did
was extraordinarily diverse. Three held regular jobs under another name, earning an
average of $5 an hour. Twelve worked part time at off-the-books jobs such as bar-
tending, catering, baby-sitting, and sewing that paid an average of $3 an hour.

The only well-paid work open to these women was prostitution, which paid
something like $40 an hour. Four . . . supplemented their welfare checks this way.
Four others sold drugs, but three of the four sold marijuana and earned only $3 to $5
an hour. They could presumably have earned more if they had sold crack on the
street, but they sold only to acquaintances, which was much less risky. The fourth
drug seller sold crack as well as marijuana and earned something like $10 an hour,
but she was murdered soon after Edin interviewed her, apparently because she had
not repaid her supplier. (pp. 33 – 34)

Even with their unofficial income these welfare mothers lived close to the bone with no
or few amenities; less than 5% of their total expenditures went to little luxuries such as
cigarettes, alcohol, eating out at McDonald’s, or entertainment—renting an occasional
videotape. Half lived in dirty, rundown, dangerous neighborhoods; the other half—
whites, Hispanics, and some blacks—made enough income to pay $100 to $150 a month
more in rent and escape to an average, somewhat safer neighborhood.Very similar find-
ings come from multiple and intensive interviews with 379 AFDC recipients and low-
wage working mothers in Boston, Chicago, Charleston, and San Antonio (Edin and
Lein, 1997b). This study showed an average monthly deficit between welfare income and
household expenses of $311. Among the welfare-dependent there was the usual struggle
to make it up by work, most of it unreported, and extra income from networks made up
of family, friends, boyfriends, or absent husbands. Both supplemental work and the cash
from social networks are highly unstable; they fluctuate not only with the tolerance of
relatives for taking in welfare families but with the state of the low-wage economy.
Compared to the welfare mothers, the working mother had far more cash network sup-
port as well as noncash resources that lowered the cost of working (e.g., better child-care
arrangements, health coverage, transportation).

Other detailed case studies picture an even more dreary life on welfare among moth-
ers who live in areas of more limited job opportunity and who attempt to survive on the
meager welfare benefits pictured in the bottom of table 8.2. Instead of working they
spent their time and energy taking advantage of food pantries, school and camp feeding
programs, lying to the soup kitchens about whether they received food stamps, asking
their children to smuggle food home from the day camp lunch program (Edin and Lein,
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1997a, chaps. 2 and 6). Low-level malnutrition was widespread among these families.
(Ibid., pp. 48 – 50.)

In attitudes, the welfare poor are almost as hostile to the welfare system as the rest of
the population and are equally dedicated to the work ethic. For instance, in surveys large
majorities agree with the idea that there are too many welfare cheats who should be
working (Wilensky, 1975, p. 34), and in intensive interviews they feel the stigma of wel-
fare, recognize the boost in self-esteem and status they gain from working, and express a
strong desire to escape from welfare (Edin and Lein, 1997b, pp. 263 – 264). But when
welfare mothers violate the rules of the system by not reporting earnings, they see them-
selves as adhering to a higher morality—supporting their children. They believe that
when they work they ought to be better off; they reject rules that make them worse off.
In this they are close to the core values of American society. Many welfare workers, the
eligibility checkers themselves, share the same sentiments: A system that punishes hard
work to provide for one’s family is illegitimate. They often turn a blind eye to the
unofficial economy of welfare mothers. The new welfare reform bill of 1996 will make
it more difficult for eligibility checkers to ignore unofficial income, which will result in a
declining income for those who have combined the two in the past.

In short, few welfare mothers have an aversion to work to support their children;
most have multiple handicaps that prevent them from obtaining stable employment. That
the system contains disincentives to work does not prevent most who can from doing it,
officially or unofficially. Thus, studies of the impact of policy shifts such as benefit reduc-
tion formulas on hours of work of the welfare population conclude that the labor-supply
effects are minimal (Smolensky, Evenhouse, and �eilly, 1992, p. 22; Harris, 1996, p. 419).
If these studies were able to tap the unofficial economy they would show that policy
changes have even less impact.

2. Myth: Welfare is a drug; it becomes a way of life, a permanent lifestyle for welfare recipi-
ents, which is inherited by the children of welfare mothers in a never-ending cycle of dependency.
Facts: As we have seen, the typical welfare pattern is repeated spells of welfare, alternating
with or concurrent with work. Monthly data on welfare departures show that half of
welfare recipients exit within one year of their entry to welfare and three in four leave
within two years. But if we look at multiple spells, the time lengthens, although we still
do not uncover a majority making welfare a way of life: 30% are on welfare less than
two years, 50% less than four years. Less than 15% stay on welfare continuously for five
years. (Greenberg, 1992, p. 33; Handler, 1995, p. 49; Gottschalk, McLanahan, and Sande-
fur, 1994, p. 94.) However, all studies of exits and entries into welfare note a paradox:
even though the typical user is a short-timer, at any one moment the longer-term recipi-
ents predominate; in fact, about two in three are in the midst of what in the long term
will be a long period of welfare receipt. The short-termers enter and exit while the
long-termers accumulate in the statistics. Considering the whole welfare population over
time, those on welfare for 10 or more years are a small proportion; considering those on
welfare at any one moment, they are numerous—up to a third.10 (Bane and Ellwood,
1994, pp. 28, 37, 51; Handler, 1995, pp. 49 – 50.) As we might expect, the typical long-
termer is a single mother who enters when she is young, has never married, is without a
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high-school diploma and without significant job experience, and has a very young
child—all good predictors of lengthy stays. (Bane and Ellwood, 1994, pp. 52 – 53; cf.
Boisjoly, Harris, and Duncan, 1998, pp. 481, 486 – 489.)11

�egarding the intergenerational transmission of welfare dependency, the kernel of truth in
this myth is the modest to strong correlation between the family of origin’s welfare use
and children’s use. A typical study (Duncan, Hill, and Hoffman, 1988) shows that about
20% of girls who receive welfare continuously for three years (“heavy use”) during their
adolescence (13 – 15 years old) were themselves heavy users when they were 21 – 23
years old. One in five is much greater than the percentage of daughters from nonwelfare
families who became highly dependent on welfare (Handler, 1995, p. 51; Gottschalk,
1992). When one controls for differences in the income and family structure of these
individuals the correlation decreases but remains positive.

Little can be inferred from these studies. For daughters and welfare mothers share
many characteristics that increase the probability that they will receive public assistance.
What is passed on—that is, learned from parents, teachers, and peers—are the multiple
deficits of poverty, not welfare status. After all, poverty is a condition of welfare receipt.
For the entire society there is strong evidence of substantial persistence of occupational
status and family income across generations. More than half a century of social stratifica-
tion research has shown that father’s occupation, family income, parents’ education,
whether parents remain married, and number of siblings all shape the educational
achievement and occupational fate of children. (For summaries especially relevant to the
understanding of poverty and welfare, see Gottschalk, McLanahan, and Sandefur, 1994;
and Duncan et al., 1998.) The “inheritance” of socioeconomic status is most frequent at
the extremes of rich and poor, where welfare recipients live. The well-established causal
order is that parental background, especially parents’ education, strongly predicts the edu-
cational level of their children which, in turn, predicts the occupational status and life-
time income of their children. Thus, “if both the mother and the daughter grow up in
neighborhoods with poor-quality schools, both will be more likely to have lower earn-
ings and, hence, a greater need for income assistance. In this case, taking the mother off

of welfare will not lower the probability that the daughter will receive assistance. Chang-
ing the quality of the school the daughter attends, however, will raise her income and, in
turn, lower the probability that she receives public assistance” (ibid., p. 107).

The correlation between mothers on welfare and daughters subsequently on welfare
may not be entirely spurious. But the message of research so far is that the intergenera-
tional transmission of poverty is well established; the intergenerational transmission of
welfare status is dubious (cf. Bane and Ellwood, 1994, pp. 92 – 94).

3. Myth: Welfare subverts the family and family values—it breeds dependency, divorce, and
illegitimacy. Charles Murray (Losing Ground, 1984) made himself famous by claiming that
there was one central problem and one simple solution: welfare made the poor worse off

by making it profitable to have illegitimate babies and the obvious solution is to wipe
out welfare. (With neoconservative foundation support, this well-written book was
widely publicized and freely distributed—among others to members of Congress. That
its elaborate statistics, charts, and footnotes are pseudoscientific has been established in
careful assessments by Jencks, 1992a, pp. 70 – 91; Danziger and Gottschalk, 1985,
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pp. 32 – 38, and S. M. Miller, 1985, pp. 684 – 687, among others.) The kernel of truth in
this myth is that welfare does affect family arrangements. But not by inspiring divorce or
illegitimate births. Facts: If there is any link at all between size of welfare benefits or
receipt of any welfare benefits and divorce, separation, or illegitimacy, it is very weak.
First, trend data contradict the idea. While real welfare benefits were declining dramati-
cally—and there is no doubt that the disposable income available to welfare mothers was
also declining from 1972 to 1997—the family breakup rates of welfare mothers were
climbing. If it is lavish welfare checks that encourage easy divorce, the trend would be
the reverse. Similarly while the value of welfare benefits went down, single motherhood,
a major cause of entry to welfare, climbed. It is not generous welfare that caused single
motherhood but the feminization of poverty combined with the long-term climb in
societywide family breakup rates (see chaps. 1, 7, 13, and 14). Welfare mothers mirror
the behavior of nonwelfare mothers. We have already seen that welfare mothers and
nonwelfare mothers are alike in their fertility pattern. They are also alike in the long-
term trend toward unmarried motherhood: From 1964 to 1987 fewer teenagers were
having babies, both among blacks and whites (Smolensky, Evenhouse, and �eilly, 1992, p.
25). Since the 1940s, however, out-of-wedlock birth rates for the whole population
moved up slowly and steadily. They accelerated sharply in the mid-1980s as welfare sup-
port diminished and leveled off in the early 1990s. The rates for all unmarried women
and for unmarried adolescents track one another closely. (1996 Green Book, pp.
513 – 514.)12 Unmarried adolescents, however, are overrepresented among welfare clients:
44% of AFDC mothers were adolescents at the time their first child was born compared
with 17% of non-AFDC mothers (ibid., p. 516). Again, as we have seen from entry/exit
data, family composition and timing of first unmarried birth are good predictors of wel-
fare dependency; they are not caused by the size of welfare checks.

Second, comparisons of states most and least generous in welfare benefits show that
states with high benefits have less illegitimacy than states with low benefits, controlling
for all the obvious differences that might explain this outcome—race, religion, region,
education, income, urbanization, state political record, and the like ( Jencks, 1992a, p. 82;
Ellwood and Bane, 1985, p. 138, 179, 186 – 188). Neither is there the predicted relation-
ship between increases in state welfare benefits and a rise in illegitimacy; the two are
unrelated. (Ibid., pp. 140 – 142.)13

Finally, the purest test of the proposition that generous welfare benefits for single
mothers are the root of big families among the poor, illegitimacy, teenage pregnancy, and
similar self-destructive behavior is the cross-national comparisons of these rates. Strong
evidence shows that in modern industrial nations generous child allowances and other
pronatalist policies (e.g., France, Italy) had no effect on fertility rates, which went down
sharply as allowances went up and generous premiums for third and fourth children were
paid.14 Below we shall see that compared with the social policies of lean-spending
democracies the lavish social spending of the corporatist welfare-state leaders, especially
state-subsidized child care, is related to lower rates of teenage pregnancy, and is unrelated
to abortion rates.

It is possible that some American welfare mothers under some circumstances are
responding to bad incentives in the system, but both research and common sense suggest
that in the usual case a momentous decision to have a child is unlikely to be heavily
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influenced by a welfare check. Major cuts or increases in welfare benefits do have some
effect on living arrangements and maybe even a little effect on decisions to separate from
a mate. Christopher Jencks captures the realities as he notes that in the early 1990s sev-
eral million single mothers not on welfare got by on low-wage jobs that pay less than
$15,000 a year.

Why can’t we just insist that welfare mothers do the same thing? The answer is that
single mothers with low-wage jobs currently survive by making arrangements that
not all mothers are willing or able to make. One lives with her mother. Another has
a boyfriend who beats her up but whom she does not throw out because he also
helps pay the rent. A third sometimes works as a prostitute at the hotel where she
cleans. A fourth leaves her children home alone after school because she cannot
afford paid child care. But we cannot create a system that assumes all single mothers
will make such arrangements. If we try, a lot more single mothers will be unable to
make ends meet, and we will end up with more families in shelters and more aban-
doned children in foster care.

Yet as soon as we construct a system that allows a woman with a minimum-wage
job to pay her bills without depending on anyone else, a lot more women will choose
to exercise this option. The woman who now lives with her mother will move out,
and the woman whose boyfriend beats her up will kick him out. The prostitute will
turn fewer tricks, and the woman who works until five will get paid child care. Single
mothers’ lives will be a lot better, but there will probably be more of them, and taxes
will certainly have to be slightly higher. ( Jencks, 1992b, p. 39)

4. Myth: Cracking down on deadbeat dads would solve much of the welfare mess. If only
absent fathers were located and made to pay child support, the poverty of lone mothers
would greatly diminish. Facts: Everyone is for this, but past experience is discouraging.
Such enforcement has had little effect in the past and there is no reason to suppose that
stiffer enforcement would make much difference. The main reason: U.S. poverty rates are
high and real wage rates have deteriorated since the mid-1970s, especially at the bottom
(chaps. 5 and 12 and table 14.4). Thus, the earnings potential of these absent fathers,
who, like their welfare partners, are only intermittently working, is fairly low. (Waldfogel,
1996, p. 10.) Many have started new families they are trying to support. A rising number
are in jail or are drug addicted or in poor health or are homeless. Because of these reali-
ties, even perfect enforcement would make only a small dent in the poverty of welfare
mothers. Despite more than 20 years of intensifying legislation aimed at “deadbeat dads,”
despite an increase in the number identified and ordered to pay, child support collections
on average have shown little improvement (Garfinkel et al., 1998, pp. 3, 10). Some coun-
tries achieve a better payup rate from absent fathers than does the United States (chap. 5)
not mainly because of better enforcement but because of more egalitarian wage struc-
tures, family policies that prevent the feminization of poverty, and, more generally, vigor-
ous poverty-reduction policies; more of their absent fathers are in a position to pay, and
more of their solo mothers are self-supporting.

5. Myth: Welfare is a major cause of budget deficits. Facts: As either a percentage of state
and federal budgets or as a share of GNP, AFDC spending was always very small and is still
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smaller after the 1996 welfare reforms, even if we add the cost of food stamps and 35 other
programs more or less targeted to the poor. Combined state and federal spending on
AFDC in 1990 was not quite equal to four-tenths of 1% of GNP (Smolensky, Evenhouse,
and �eilly, 1992, p. 28). As Smolenksy et al. point out, “A conservative estimate of the cost
of the Savings and Loan bailout ($300 billion, say) is the equivalent of 15 years of the en-
tire AFDC program at 1990 benefit levels” (ibid.), which have since declined. State budgets
yield the same picture. Consider California. It accounts for one in five of the nation’s total
welfare population, is one of the most generous states, had until 1997 a big deficit, and
historically generates more political heat about welfare mothers than any other state.
AFDC was only 5% of its total budget FY 1991 – 92 (it was 1.7% of the federal budget).
Or if we go beyond welfare mothers and broaden the coverage to federal and state spend-
ing in fiscal year 1994 on the 37 programs comprising income- or means-tested cash to
the poor and near-poor (and sometimes nonpoor), the total comes to only 2.1% of GDP
and 10% of the federal budget (calculated from 1996 Greenbook, pp. 1322 – 1324).

If we are looking for a budget buster among the means-tested benefits for the poor, it
would be Medicaid. In FY 1994 its costs were over five times what AFDC (now
TANF) costs. Since 1968 most of the increase in social spending that is at all means
tested or income tested is accounted for by Medicaid. By 1994 Medicaid and a few
much smaller medical aid programs took more of the combined federal and state budgets
than the total expenditure on all cash, food, and housing assistance—the 37 programs just
mentioned—took together (calculated from ibid., pp. 1322 – 1324).

In fact, we could eliminate the entire welfare system other than Medicaid and not
make a significant dent on national and state budgets. These comparisons are a comment
on the perverse politics of means-tested programs for the poor. Despite their limited
cost, they frequently become the center of attention in budget battles and congressional
elections.

In view of the complexities outlined above, it is no wonder that congressional debates
and media coverage of welfare issues are dominated by myths and misconceptions. Listen-
ing to academic research or policy dialogue based on the facts, legislators’ eyes glaze over.
In action, they fall back on their favorite myths.

Does Workfare Work?

At a fund-raiser in St. Louis August 12, 1997, exhorting employers to hire welfare recipi-
ents, President Clinton boasted that 1.4 million people had left the public assistance rolls
since he signed the welfare law in August 1996 and since he took office four years ago,
the rolls had declined by 3.4 million or 24%, “the biggest decline in history.” Eleven states
saw caseloads drop by 40% or more in that four-year period. “The debate is over,” the pres-
ident said. “We know now that welfare reform works.” (New York Times, August 13, 1997.)
In this he echoed President �eagan’s claim that his introduction of workfare in California
in the 1960s cut the rolls and saved taxpayers money.

Because workfare—the core of 1996 welfare reform—has a long history and in one
form or another has been evaluated systematically since the late 1970s (e.g., Friedlander
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and Gueron, 1992, table 4.1), it is possible to summarize what has become a consensus of
the experts. By the single criterion mentioned by President Clinton, cutting the rolls, work-
fare with strong sanctions—certain time limits for all welfare benefits if work is not ob-
tained—can be effective. For instance, if you are solely concerned with removing people
from the rolls under a deadline you will have considerable success with a week or two of
“charm school”—quick exposure to want ads for job openings, instruction in the impor-
tance of showing up on time, grooming for job interviews, and the like—followed by sanc-
tions if any job at all is refused. A credible threat to cut off welfare will also encourage a
substantial percentage of welfare recipients who already work off the books to disappear
from the rolls. If at the same time you are blessed with an economy that is booming
(1993 – 99), you will show a fine cost/benefit ratio for such tough workfare rules—so long
as you do not follow the people who have moved from welfare to work too long or worry
about how much they earn. But if your aim is to prepare the typical welfare family—a
mother with young children, little education, little job experience, and all of the handicaps
we have discussed in this chapter—for stable employment in the real world of work and
not merely perpetuate the long-standing pattern of alternating or simultaneous low-wage
temporary work and welfare, you will have to get serious about expensive education and
training, placement, wage subsidies, job creation, counseling, child care, housing, trans-
portation, rehabilitation of those on drugs or alcohol or who are mentally ill, and more.15

Almost all welfare-to-work programs in the past 20 or so years have had conflicting
goals. It is misleading to declare victory when the welfare rolls have declined. Consider
these obvious conflicts: You can reduce the number of families on welfare at the same time
that you increase total welfare costs if the reduction is achieved by providing the necessary
apparatus of support.You can reduce both the costs and the rolls by further impoverishing
poor children and their parents while you increase the long-run costs of foster care, home-
lessness, malnutrition, family violence, crime, the criminal-justice system, and prisons (see
chap. 14 for evidence of these connections).You can force some women who have com-
petitive advantages to take minimum-wage jobs without the necessary support and thereby
increase child neglect. In short, the goals of reducing the rolls and cost cutting, now dom-
inant in “welfare reform,” conflict with the goals of reducing child poverty, moving wel-
fare recipients into stable jobs with above-poverty earnings and prospects for advancement,
and improving the economic base for stable family life and even marriage.

Research Findings on Workfare16

Some of the most-sophisticated evaluation research ever done has been focused on these
programs. Using a variety of methods and research designs, mostly social experiments where
a group exposed to a particular workfare program is compared with a randomly selected
control group, an army of researchers has descended upon these welfare clients to assess
outcomes. (See especially the reports, summaries, and critical assessments by the Manpower
Demonstration �esearch Corporation [MD�C] and academic researchers: Gueron and
Pauly, 1991; Miller et al., 1997; Friedlander and Gueron, 1992; Gueron, 1995; �iccio, Fried-
lander, and Freedman, 1994; Greenberg and Wiseman, 1992a, 1992b; Nightingale and
Haveman, 1995; Burghardt et al., 1992; Handler and Hasenfeld, 1991, chap. 5; Friedlander
and Burtless, 1995; Harris, 1996; and Besharov, Germanis, and �ossi, 1997.)
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Here is a brief summary of findings almost all researchers agree on:

1. In implementing work-focused mandates, states show substantial variation in their
degree and kind of success.

2. If researchers compare welfare recipients who are subjected to (varied) welfare-
to-work mandates with control groups who are not and measure the respective earnings
gains over anywhere from a few months to five years, the workfare programs on average
do show modest relative earnings gains for the workfare participants.

3. Obviously, different program packages have different outcomes. Especially effective
in decreasing welfare spending are short-term JOBS approaches. Job clubs, a week or two
of charm school (how to dress, how to show deference and enthusiasm in an interview,
etc.), a little help in job search—this approach can move many people into jobs quickly
(on average it raises the percentage of people who find a job by a modest five percentage
points); it can also save taxpayers money. But such quick solutions do not improve job
quality, job stability, or succeed with the more disadvantaged. In varying amounts, some
workfare programs add more-expensive skills training, basic education, counseling, job
creation, and other work supports. These appear to produce better jobs for some people
and probably make a greater long-term difference in earnings. A hint of this comes from
a seven-county Minnesota experiment that combines work requirements with a variety of
financial incentives. The Minnesota Family Investment Program (MFIP) officially permits
welfare recipients to combine welfare and work. The MD�C observed welfare recipients
in the programs and a control group operating under existing welfare rules for 18 months
starting April 1, 1994 (Miller et al., 1997). The most favorable outcome appeared in three
urban counties that provided very generous incentives and had unemployment rates as
low as 3%. In these booming urban areas and in this generous state, some 52% of “long-
term” cases (those who had received benefits for at least two of the previous three years)
had jobs, and nearly 30% had incomes above the poverty line (ibid., tables 4.3 and 4.4).
The reason was that under the old system a welfare mother who got a job lost her wel-
fare support when her paid earnings reached 85% of the poverty line, but under this new
experiment support was not phased out until earnings reached $1,555 a month or 140%
of the poverty level (p. 3).17 The program also provides job counseling, training, and case
workers; it continues food stamps, Medicaid, child care, and transportation subsidies (ibid.,
p. 3 and table 1.1). These incentives and services of course increased the state’s welfare
costs. Minnesota-style workfare in other experimental groups exposed to weaker financial
incentives and no requirement to participate in employment and training programs had
little effect on jobs, earnings, or poverty (table 4.3, p. 94, table 4.6, p. 102). The weakest
results were for rural areas and among single parents newly applying for welfare in urban
counties, although, again, welfare costs for these populations also went up sharply (pp.
104 – 128). For taxpayers there is no free lunch.

4. Mandatory work-for-benefits programs—the narrowest definition of workfare—
do not save money, according to studies done in the 1980s. The reason is that they have
been driven by cost-cutting fervor and could be applied only on a small scale. States
have had trouble developing large numbers of work sites for “community service” let
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alone private sector jobs for welfare mothers, and have, as always, rediscovered that large
numbers of welfare recipients are unable to work. Without skill development and with
few moves into unsubsidized employment, welfare rolls and spending did not drop.

As Gueron (1995, p. 5) suggests, enforcing participation in any kind of welfare-to-
work program “requires an up-front investment in staff (to connect people to services,
monitor their participation, review reasons for nonparticipation, and cut grants if people
do not play by the rules); in providing activities ( job clubs, training, work slots, etc.) that
are sufficiently plentiful to give teeth to the mandate; and in childcare, transportation, and
other support services so that AFDC mothers can participate.”

5. Broader mandatory workfare programs with greater attention to job development
have in many states decreased welfare caseloads, a short-run gain to taxpayers.

6. However, moving welfare recipients to jobs has rarely reduced their family
poverty and in many cases has increased it. The Minnesota experiment is an exception
but has been evaluated only for an 18-month period. Perhaps the best recent testimony
to the limited effect of even the best-financed workfare programs is Milwaukee’s New
Hope experiment, which ran from August 1994 to May 1997. It aimed to move both
welfare clients and working poor into more work and out of poverty. The MD�C eval-
uated the results, comparing 459 enrollees to 476 members of a control group. The
context and program content could not have been more favorable: a very strong econ-
omy, volunteer clients who had more work experience and stronger motivation than the
average welfare recipient, and generous benefits, including guaranteed jobs at a subsidized
wage, health care, and child care.Yet 73% of the target group (vs. 81% of the control
group) failed to work their way out of poverty without additional support from welfare
checks or a second earner. In the second year the average participant worked 27.2 hours
per week (vs. the control group’s 24.8 hours). The evaluation uncovered a catalog of
inner-city troubles that might explain these results: drug and alcohol abuse, violent or
jealous husbands or boyfriends, conflicts with employers, unreliable cars, baby-sitter prob-
lems, low morale. Compared to the control group, the New Hope group after two years
showed no decline in depression, no growth in self-esteem.

7. The net gain to both public and individuals on welfare is in doubt. At the ex-
treme—the most-publicized �iverside County, California, GAIN program—there was a
49% increase in single-parent earnings and a 15% decline in welfare outlays. Over five
years that returns about $3 for every $1 spent on the program. The average for two-
parent households and for other California counties studied was about half that level.
�iverside, says Judith Gueron, president of the dominant evaluation research corporation
(MD�C), “was distinguished by its pervasive emphasis on getting a job quickly, its strong
reliance on job clubs but substantial use of basic education, its tough enforcement of a
participation requirement, its close links to the private sector, and its cost-conscious and
outcome-focused management style” (1995, p. 1).

If we widen the analysis slightly to include more individual and social costs and gains,
however, the success appears to be much more modest. For instance, consider this
cost/benefit formula: for the welfare client, net gains from employment minus the loss in
transfer payments; for the public, the value of work output of the workfare participant
plus tax-transfer gains minus service-program costs. By that formula, Greenberg and
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Wiseman (1992b, table 13) found that of 19 reported sets of cost-benefit estimates for
both AFDC-� and AFDC-U in seven cities or states, 17 imply net gains for nonpartici-
pants (e.g., taxpayers), but 9 show that workfare participants suffered net losses because
employment gains, if any, were not enough to offset cuts in welfare and related benefits.
In short, the net gains are generally very small and very often negative. A common pat-
tern is budgetary savings at the expense of continued or worsening poverty of welfare
mothers and their children.

8. As we have seen, the population targeted by welfare-to-work programs has many
unfavorable characteristics for steady long-term employment. Nationally and for the past
20 or so years of study, most who get jobs do not keep them. Four major sources of this
instability are these: (1) The job pays close to the minimum wage—and the former or
current welfare recipient can’t support a family on it; (2) jobs are dead-end because wel-
fare recipients lack education, basic literacy and numeracy, and skill necessary for moving
up;18 (3) there are well-known disincentives built into the system—the welfare recipients
typically lose Medicaid and related benefits when they leave welfare and their low-wage,
high-turnover jobs seldom provide any or adequate benefits; and (4) labor markets turn
down in an industry, area, or national slump. Workfare programs do almost nothing
about (1), (2), and (4), and the resources are seldom available to do much about (3)—
anything beyond limited assistance for child care and health care for a transition period
only. Even in the most successful workfare program, �iverside, California, only 31% of
those placed in jobs were working at the end of the third year (�iccio, Friedlander, and
Freedman, 1994, table 4.1). And three years after enrolling in �iverside GAIN, 41% of
participants were still receiving welfare benefits (Gueron, 1995, p. 8). �esearchers agree
that a substantial portion of the welfare populations are simply unemployable without
very expensive, long-term help, if then.

If we examine the characteristics of the minority who exit from welfare, stay off welfare,
and hold stable jobs for as long as a few years, we can see why it is so hard to break the
revolving door pattern of welfare dependency. In these successful cases, the best evidence
shows an interaction of education, marriage opportunity and stability, and stability of em-
ployment (Harris, 1996; Wilson, 1996). Even a modest amount of education improves the
welfare mother’s chances of securing stable work. Both education and work increase her
chances of marrying or cohabiting with a partner who works. Education and partnering to
a stable worker, in turn, improve the mother’s chances to stay off welfare, gain additional
education, and maintain employment. They also improve a family’s chances of escaping
poverty. Her working partner helps to overcome isolation; provides some mutual help in
transportation, child care, household chores, and shopping; and widens her social contacts
and job information network, thereby reinforcing stability of employment. The combined
income under these unfortunately rare circumstances often moves the family above the
poverty line. Such transitions from welfare to relatively stable work are rare because only a
small minority of welfare recipients combine the necessary education, job opportunity, and
the opportunity to marry a working partner (Harris, 1996, pp. 420 – 423).19

9. The final conclusion from the workfare evaluations is that staffing is weak for the
purpose of training, job development, placement, and work support. (America’s lack of
an active labor-market policy is at the root of this problem. See Wilensky, 1992a.) Eligi-
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bility checkers who devote themselves to rooting out fraud and abuse and avoiding er-
rors in their paperwork for hundreds of cases are not trained to help people into jobs
and often know nothing about labor markets. To rely on such overloaded staff for in-
depth job development and job counseling is foolish. They have neither the time nor the
knowledge to facilitate transfers from welfare to work (the point is elaborated in the
next section on means testing in cross-national perspective).

Among the limitations of these evaluation studies, three are most important: a limited
time perspective; fairly narrow criteria of success; and the difficulty of generalizing the
modestly favorable results to areas and times of weak job opportunity and weak networks
of services. Few of the studies followed participants for more than three years, fewer still
for as much as five years, which means that the long-run effects of more expensive invest-
ments in human capital cannot be uncovered. And the typical study defines success as suffi-

cient increases in recipients’ earnings to achieve a net reduction in welfare costs, thereby
ignoring everything we have shown in this chapter about the history of exits and entries
to welfare, the job instability and limited earning power of those who exit, the continuing
poverty of vast majorities of both those who exit and those who stay, and the prominence
of changes in marriage and family structure in both exits and entries. Finally, the authors
of these studies themselves warn that there is no assurance that “�iverside’s approach—in-
cluding its focus on more rapid employment and job development—would work in other
types of localities, particularly in inner-city areas such as those found in Los Angeles and
Alameda, or whether they would succeed in more rural . . . areas with persistently high un-
employment such as those found in Tulare” (�iccio, Friedlander and Freedman, 1994,
p. 34).Yet, despite the limited impact of welfare-to-work programs, and the admirably cau-
tious claims of the most-optimistic evaluators, Congress passed a welfare reform law that
ignored most of what is known about workfare, poverty, and the welfare mess. Insofar as
any theory underpinned this 1996 law, it was “work, not job training or education,” es-
sentially the notion that time-limited workfare could be implemented on the cheap. This
idea not only rested on the myths that the welfare population was homogeneous and that
cutting welfare rolls would help balance the budget; it was also based on a misinterpreta-
tion of the cost-benefit studies of workfare programs already in place—studies that raise
numerous warning flags.

Barriers to Success: Policy Segmentation, Uncoordinated Programs, and Decentralized Federalism

One reason for the limited success of workfare and the repeated failures of welfare reform
is the fragmentation and policy segmentation of the American system and the concomi-
tant failure to connect what are clearly interdependent social problems. This is evident in
the division of labor in Congress, in the cobweb of overlapping, competing, and uncoor-
dinated programs comprising the welfare mess, and in the problems posed by a radically
decentralized federalism. As �. Shep Melnick (1994, pp. 265 – 267) suggests in his com-
parison of AFDC, aid to education for the handicapped, especially children, and food
stamps, the committee of jurisdiction is an important influence on legislative outcomes and
program implementation. The Senate Labor and Public Welfare Committee and the House
Education and Labor Committee are the authorizing committees for education for hand-
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icapped children. They are long known as liberal, policy oriented, and entrepreneurial. Both
have been bipartisan in spirit and aggressive in support for education in general and assis-
tance for the handicapped in particular (ibid., pp. 150 – 151). The outcome was a liberal
law, the Education for All Handicapped Children Act of 1975. It recognized and expanded
the right to a “free appropriate public education.” The outcome over the next decades was
an equally benign administration—typically generous treatment of the disabled, including
poor handicapped children. (Chap. 15 analyzes the broader topic of disability insurance
cross-nationally, where the same pattern of generosity appears far more developed than it
is in the United States and specifies the challenges this has posed for all countries.)

The authorizing committees for food stamps are the House and Senate Agriculture
Committees. These are classic constituency committees that work closely with the U.S.
Department of Agriculture; they have strong chairmen, weak subcommittees, and are ac-
customed to compromises and accommodation (Melnick, 1994, pp. 193 – 196). The result
was a neat trade-off: Southern conservatives in both Houses and senators from rural states
exchanged their support for food stamps for urban liberals’ support for commodity price
supports and farm subsidies. Especially since the mid-1960s farm representatives on those
committees have depended on the food stamp advocates’ votes to prevent the gutting of
commodity bills. The result: The food stamp program is less harsh in its coverage and el-
igibility than AFDC (now TANF); the federal government foots the entire bill and im-
poses uniform standards and benefit levels. In contrast are the committees responsible for
AFDC. Because this core welfare program was included in the Social Security Act of 1935,
it fell within the jurisdiction of the House Ways and Means Committee and the Senate
Finance Committee. These revenue committees, especially in the Senate, were typically
conservative; they seldom attracted members committed to expanding welfare programs or
antipoverty measures (ibid., pp. 119 – 120). With a surfeit of members from southern and
mountain states, they fought to force an AFDC focus on the old standby, “fraud and abuse.”
They emphasized short-run savings to taxpayers with little attention to the services that
might promote jobs and self-sufficiency among welfare recipients.

Committee jurisdiction is not the only explanation for these outcomes. Because of the
mass resentment of welfare mothers, these lawmakers in the revenue committees could ac-
complish their conservative aims more easily than their counterparts in food stamps and
education for disabled children. Nevertheless we must count the committee structure of
Congress as an added factor in the relative stiffness of means-tested programs.

The patchwork of policies and programs that focus on child poverty, each specializing
in one aspect of the problem, illustrates the barriers to comprehensive planning or even
mild efforts at coordination. At every level in the system we encounter separate agencies
(sometimes multiple) to address public health, mental health, health care, developmental dis-
abilities, school preparedness, child abuse and neglect, nutrition—not to mention various
aspects of the welfare maze and the tax structure. (Cf. Golden, 1992.)

More important than the segmentation of congressional committees and uncoordinated
programs is the decentralized federalism of the United States. We have seen that even with
federal standards, mandates, and funding, state variations in spending and administration are
huge (table 8.2). The effects of decentralization and fragmentation are also apparent in the
“bloc grant” solution to the welfare mess that went into effect in 1997. This welfare re-
form bill, in a concession to opponents of its harshest provisions, gives the states authority
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to exempt 20% of welfare recipients from the two-year “work or out rule.” State legisla-
tors now find themselves asking “which of the obviously hopeless cases shall receive these
extensions”—the battered mother who might count counseling from a battered-women
center in lieu of work or training, the woman who lacks both literacy and job experience
and who cannot hack it in a hurry-up training program or minimum-wage job, the young
mother with two children whose attendance at a mediocre high-school equivalency pro-
gram is spotty because of the limited availability of child care and her own poor work
habits, or the similar mother who has a handicapped child requiring her close attention.
Liberals and conservatives alike found themselves orchestrating a war of all types of welfare
poor against all others, as they tried to sort this out and realistically deal with the great di-
versity of the welfare poor. Meanwhile the added targeting and means testing continued to
set up political resistance to adequate funding.

Decentralized federalism also fosters a race to the bottom in welfare policy. Without a
national standard for eligibility and benefits, the great variation across states provides in-
centive for the welfare poor to migrate to areas of greater generosity. There is some evi-
dence of a magnet effect; more generous states attract more welfare cases, especially after
the Supreme Court struck down state residency requirements for eligibility (Peterson and
�om, 1990). The weight of evidence suggests that although welfare differentials have had
a statistically significant effect on welfare migration, the magnitude is small. But even if the
welfare poor do not migrate to places like New York, California, and Wisconsin, lawmak-
ers think they do and feel compelled to get tough and restrict benefits.

Finally, the fragmentation and decentralization of the American political economy makes
it extremely difficult to connect welfare reform with action on the closely connected prob-
lems of housing, transportation, education, job creation, and urban renewal. If Washington
and the states do connect some of these problems—as in the provision in some states of
child care, health care, education and/or training, and job-search services to supplement
workfare or “learnfare” requirements—they refuse to fund such services at the level and
over the time necessary for success. With rare exceptions, short-run cost cutting remains
central. And almost no attention is given to long-neglected but tightly connected prob-
lems of poverty wages and benefits, transportation, and low-cost housing.

A striking illustration of the housing/transportation barrier to the employment of wel-
fare recipients comes from research based on the experience of a cross section of the June
1995 adult caseload in Cuyahoga County (Cleveland), Ohio (Coulton,Verma, and Guo,
1996). The study examines both cross-sectional data at one time and 11 entry cohorts
1992 – 95; it also projects entry-level job openings for 1995 – 2000 in the Cleveland/Akron
metropolitan area. Because Ohio was in a boom period in the years covered, the regional
labor market provided some economic opportunity even for the low-skilled, least-educated
population at issue. Moreover, the Ohio workfare program is more liberal than the 1996
reform bill. If there is any area where workfare should work, it is here. But job growth is
overwhelmingly at the outskirts of the metropolis—in the suburbs and exurbs—while 
welfare clients cluster in five poor neighborhoods in inner-city Cleveland. In other words,
there is a severe spatial mismatch. Most of these AFDC recipients do not own cars; those
who do typically have autos in poor repair that often break down. The focus must there-
fore be on public transportation from where they live to where jobs are and will be. The
study mapped the welfare homes in relation to potential jobs for a neighborhood of great-

Wilensky_CH08  3/14/02  1:50 PM  Page 318



The Welfare Mess

319

est AFDC client concentration, the home area within half a mile of East 116th and Kins-
man, and then timed the bus routes (ibid., appendix, Map C-1), using a best-case scenario
(hours of peak frequency with buses on time).

The findings: The round-trip by bus, is, to say the least, discouraging. Only 19% of these
10,132 jobs projected over five years were accessible within a 1.5-hour round-trip bus ride;
28% would take 1.5 to 3 hours; 36% of these entry-level jobs require a 3 to 4 or more hour
round-trip commute. And 17% of the job openings could not be reached by bus at all; no
bus goes there.

In short, even if these welfare mothers and the welfare unemployed had no handicaps
of poor literacy, education, training, and work habits, even if the government supplied all
necessary child care and health care, even if the employers who had these job openings
were eager to give priority to all the welfare cases in the area and once they were hired
they were kept on in stable jobs—all of which is in the realm of fantasy—the spatial mis-
match would block the steady employment of most AFDC recipients. Under time-limited
workfare, welfare recipients living in the inner city who rely on public transportation will
have four bad to impossible options: (1) They will not have access to most of the available
job openings; (2) they will have commute times much exceeding those of most area work-
ers (with fewer resources of social networks and money to ease the task); (3) they must dis-
place existing workers in the city, or (4) they have to relocate to mostly white middle- and
upper-income suburbs where rents are beyond their reach (ibid., p. 28). Similar results come
from a study of the effect of geographic access on actual welfare usage among people with
a high-school education or less around 1990 in Los Angeles (Blumenberg and Ong, 1998).
The measure of mismatch was the relative supply of low-wage jobs located within a three-
mile radius of the person’s census tract; more than three miles is a mismatch. Holding con-
stant other characteristics predicting welfare dependency, increased access to jobs strongly
decreased welfare use, a finding that holds among blacks, Hispanics, Asians, and whites alike.

The same Cleveland area study found five other effects of time-limited workfare policies
that highlight the barriers to employment of welfare recipients and the negative side effects
of welfare reform: (1) Assuming a three-year time limit rather than the more rigid two-year
limit actually imposed by the welfare reform law of 1996 and assuming no exemptions, more
than 60% of the Cleveland-area adults on welfare in 1995 would be at risk (20,000 indi-
viduals, affecting more than 40,000 children, most under six years old)—that is, they would
have neither AFDC and related benefits nor a job. (2) Welfare money circulates in the form
of rent payments and purchases at stores in the neighborhood. Because the caseload at risk
is highly concentrated in a few neighborhoods, the income flow to both the housing mar-
ket and business sectors that rely on welfare recipients’ nonfood purchases will be sharply
reduced (many welfare mothers will still receive food stamps so food stores suffer less). In
such neighborhoods, a slash in tenant income usually has ripple effects—mass evictions, a
rise in housing neglect or abandonment by landlords, and the decline or failure of local small
businesses with concomitant erosion of the taxbase. (3) Labor demand cannot accommodate
the number of welfare recipients. The researchers conclude, “If all of the long-term recip-
ients sought to enter full-time employment to avoid impending time limits, there would be
more than two applicants for every entry-level job opening in the region. Many recipients
would either displace other workers or be unable to find work. The competition for scarce
job openings in locations near recipient’s homes would be even more intense.” (Ibid., p. vii).20
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This threatens the working poor as much as the welfare poor. (4) Work-relevant services
available are very limited.Very few welfare recipients in the Cleveland area have received
subsidized day care. In their current welfare spell most long-term recipients have not re-
ceived JOBS services (the workfare program of Ohio embraces basic education or training
via job clubs or individual search, community work, or school). The half of the recipients
who currently combined part-time work with welfare achieve little or no gain from work-
ing when they try full-time work, and the system does little to increase their earnings and
benefits so they no longer need a welfare subsidy. Major deficiencies in basic education and
skills are the rule. (5) Half of the new entrants to AFDC in the Cleveland area have been
leaving the welfare rolls on their own within nine months; more than a third return soon
after exiting. As we have seen nationally, the typical pattern has long been either alternat-
ing work and welfare or simultaneous work and welfare. Without providing stable jobs and
ensuring earnings growth that moves welfare recipients away from poverty and toward self-
sufficiency, workfare is an illusion. And the on-and-off pattern puts recipients at risk of
reaching the lifetime limit of five years.

All of this assumes a continuation of the brisk Ohio labor market of the mid-1990s and
further assumes that child care, health care, and other necessities will somehow be forth-
coming. Any economic downturn would greatly worsen the prospect that workfare would
work. The recession that began in early 2001, in fact, brought an increase in caseloads in
33 states at the very moment the time limit kicked in.

That the Cleveland study is quite representative of the situation in prosperous places and
times is shown by a detailed study of the 1997 job mismatch in six midwestern states—Illi-
nois, Indiana, Michigan, Minnesota, Ohio, and Wisconsin (Kleppner and Theodore, 1997).
It again shows that despite recent robust growth and the lowest unemployment rates in 20
years, the Midwest economy is not generating near enough jobs to provide opportunities
for welfare recipients and low-skilled workers currently unemployed. Using unemployment
and welfare-recipient data for 1995 and projected openings for each occupation through the
year 2000, the study estimates that there are between two and four workers (including wel-
fare recipients) in need of low-skilled jobs for every low-skilled job opening in the region.
The worker-job ratio is worse in major cities—7 to 1 in Chicago, 15 to 1 in Detroit, 7 to
1 in Milwaukee. If poverty reduction through work is the aim, the outlook is dismal: “There
are between 55 and 97 low-skilled job seekers for every livable-wage low-skilled job open-
ing in the Midwest” (ibid., p. 8). The other barriers to employment uncovered in the Cleve-
land study—housing and transportation mismatches, child-care shortages—are evident for
the entire region.

In sum: Workfare that is time-limited—the core of the 1996 welfare reform bill—
cannot be judged successful if it merely reduces the welfare rolls. That was occurring
with widespread crackdowns before 1996 under state waivers granted by the Department
of Health and Human Services and by that criterion could be totally successful if the
United States simply stopped sending any cash or service to anyone who is poor. It is
reasonable to suggest that workfare must promote economic opportunity for adults with-
out harming their children, devastating their neighborhoods, or displacing the already
working poor. This chapter has shown that by these criteria workfare cannot be done
on the cheap.

Wilensky_CH08  3/14/02  1:50 PM  Page 320



The Welfare Mess

321

Means Testing, Stigma, and Takeup Rates: A Few Comparisons

There is much talk about the need for “means testing” the benefits of the welfare state.
Conservatives typically want to tighten the flow of cash and services to the undeserving
poor; some left politicians want to take benefits away from the affluent so there is more
public money left for the poor and the “middle class.” Both advocate means tests as a so-
lution. The phrase obscures a plethora of meanings. Means tests vary in range of household
members or relatives considered; types of income and assets included; severity (how low the
poverty line is drawn, how detailed are the investigations of eligibility, whether there is con-
centration on possible fraud and abuse rather than help or service, and the severity of penal-
ties for nonconformity to rules); and implementation (the efficiency of outreach if any, the
percentage of targeted population reached, the efficiency of eligibility-checking or error
rates) (cf. van Oorschot, 1991, p. 28).

For understanding national differences in poverty reduction and the politics of the wel-
fare state I have found that a gross distinction between complex, most-visible means tests
and simple, least-visible income tests is most useful. Table 8.3 applies this distinction to
cross-national data based on a narrow definition of means testing: (1) noncategorical be-
nefits targeted to the poor via a stiff income and/or assets test; (2) applied by welfare ad-
ministrators with substantial discretion; (3) with a high probability of stigma (see appendix
F for sources and discussion).21

Australia, for instance, ranks low to medium in means testing by this definition, although
it has made extensive use of income tests, sometimes adding assets tests. These were applied
largely to the top of the income and wealth distribution; vast majorities therefore received
benefits from the (misnamed) “means-tested” programs. For instance, in 1986, 75% of all
couples and 91% of single females were receiving such benefits (Myles and Quadagno,
1996, p. 11). If practically everyone receives the benefit, no stigma can be attached to it. Or
consider means testing of Swedish pensions. In the early 1960s Sweden introduced what
we might call transfer testing. Let’s not worry about all this income from assets and invest-
ments, the egalitarian Social Democrats said. Instead, let’s fix a minimum benefit below
which no pensioner will fall. The ATP (the Swedish earnings-related pension) plus the
supplement must meet that standard. If the earnings-related pension does not meet the
minimum for a total transfer benefit because earnings are too low, then the pensioner re-
ceives the necessary supplement. As earnings rise, more and more pensioners get no sup-
plement—a quiet sort of income test, administered cheaply and efficiently, with no stigma,
and no administrative discretion.

Non-Takeup Rates

In magnitude and social consequences the problem of nonuse is far more important in mod-
ern welfare states than the problem of overuse (van Oorschot, 1991, p. 16). Although cross-
national studies of these rates are rare, and the program structures are seldom comparable,
single-country studies show that the nearer you get to means testing in the narrow sense,
the higher the non-takeup rate. Illustrative evidence comes from four countries. In de-
scending order of reliance on means testing, ranging from high to medium, they are the
United States, Britain, the Netherlands, and West Germany. Although they differ greatly in
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  . Types of political economy and reliance on means testing

aBased on a narrow definition: (1) noncategorical benefits targeted to the poor via a stiff income and/or
assets-test, (2) applied by welfare administrators with substantial discretion, (3) with a high probability of
stigma. See text and appendix for measures. 1966 – 71 is an average of those two years, 1980 is a single year.
Figures in columns 1 and 2 are public assistance spending as a percentage of GNP; figures in columns 3
and 4 are public assistance spending per capita in U.S. dollars. Appendix F describes how these figures were
estimated.
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their social expenditures, they all show very high to high non-takeup of means-tested ben-
efits (van Oorschot, 1991, pp. 18–19). Here are some details on each:

1. United States. Estimates of the non-takeup rates of AFDC in the United States
(which for claimants who pass its hurdles determines eligibility for food stamps and
Medicaid) ranged from 45% to 30% in the mid-1980s. Each year from 1991 to 1994,
about 40% of poor children were not receiving AFDC support (1996 Green Book, table
8-27). In 1992 the non-takeup rate for poor elderly persons categorically eligible for
Medicaid was 41%; but a whopping 80 – 89% of the medically needy poor elderly did
not participate (Ettner, 1997, p. 252). Haveman (1987, pp. 87 – 88) estimates that food
stamp and SSI non-takeup rates were 40 – 50% in the late 1970s. Estimates for AFDC
vary greatly by state, ranging from the District of Columbia’s 5% to Arizona’s 44% in the
mid-1970s. National estimates put the AFDC non-takeup for 1986 and 1987 at
30 – 38% (Blank and �uggles, 1993, p. 36).22 In short, between a third and half of the
people eligible for benefits of means-tested programs with low poverty thresholds do not
claim them.

In contrast, the Earned Income Tax Credit (EITC), begun in 1975 and greatly ex-
panded by legislation of 1990 and 1993, evidenced a non-takeup rate of 14 – 20% in
1990 (Scholz, 1994, p. 63) and, as information spreads, is probably lower now. Using an
eligibility standard much like the simpler income tests of the corporatist welfare-state
leaders, this program combines the principles of a tax-based cash transfer and an earnings
subsidy. It respects privacy and is invisible (relies on the tax return), automatic, and
cheaper in administration. It is aimed at the working poor and carries little stigma com-
pared to traditional means-tested “welfare.” The contrast in the non-takeup rate of
AFDC (up to 45%) and EITC (no more than 20%) is a reasonable measure of different
degrees of stigma.

Eligibility and the application process for EITC are relatively simple. In 1990 eligibil-
ity was determined mainly by (1) having at least one child in the house who is disabled
or under 19 (or under 24 if a student) and who lives there more than half the year; (2)
having less than $20,264 of adjusted gross income; and (3) having earned income be-
tween $1 and $20,264. There is no test for assets, interest income, or child support. The
tax form is one or two pages long. About 10.7 million taxpayers were eligible for the
credit in 1991. Because the I�S calculated and paid EITC to all taxpayers who appeared
eligible on the basis of their tax form, whether they claimed the credit or not, the actual
participation rate was 82 – 88% of the eligibles—and many of the nonparticipants are
self-employed or household workers who are hiding off-the-books income (Scholz,
1994, pp. 63, 70 – 71, 75).

The simpler forms and the benign administration no doubt make the overpayment error
rate for the EITC much higher than the overpayment rate for AFDC and similar stiffly,
visibly means-tested programs. (Ibid., pp. 66 – 67, 72.) But the public, unaware of who is
receiving these earnings subsidies, does not get excited by it. And backlash politicians can
make much more mileage by baiting the welfare poor than by attacking EITC, which was
originated under �epublican presidents, seriously expanded by President Clinton, and is not
yet the focus of political campaigns (see chap. 10). Moreover, from a public-policy stand-
point, the errors probably improve the lot of both the poor and the near-poor without the
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bureaucratic bloat, intrusiveness, stigma, and political fuss of the welfare alternatives in place.
Indeed, by including the near-poor and focusing on the working poor EITC widens its
political base, moving it a bit closer to the universalistic programs of welfare-state leaders.
That the EITC is politically easier to expand than means-tested programs is evident in the
1993 Clinton budget: A Democratic Congress that invariably splits on the reform of means-
tested welfare programs was unified on expansion of EITC in the 1993 budget, although it
passed without a single �epublican vote. That budget more than tripled the tax credit rate,
more than doubled the maximum income for eligibility, and extended the credit to childless
workers (Bird, 1996, p. 4). Meanwhile, when the 1993 changes are fully phased in, the credit
will deliver benefits to more than six million working poor and close the poverty gap (the
difference between total cash income and the poverty line) by $6.4 billion, while it moves
over one million taxpayers up above the official poverty line (ibid., p. 80). Limits on SSI and
AFDC and related welfare reforms of 1996, however, will move at least that many people
into poverty and many of the poor into deeper poverty (see above). The most recent and
optimistic review of four years of experience under TANF (Besharov and Germanis, 2000)
concludes that only about half of the mothers who have left welfare seem to be working
more or less regularly. If to these contradictory trends we add the impact of increased mini-
mum wages and the brisk labor market of the late 1990s, the net effect may be to reduce
the number of working poor while increasing the number of nonworking poor.

There is an emerging consensus among students of American welfare that the Earned
Income Tax Credit, if adequately expanded, would go far toward reducing poverty among
the working poor, a substantial fraction of whom are intermittently on the welfare rolls. I
share that view. But one cannot be very optimistic about any dramatic expansion. The
politics of the welfare state in the United States are so resistant to explicitly downward
redistribution of income that even incremental increases in the eligibility test for the EITC
or the amount of rebate evoke controversy in congressional budget debates. From 1995 on,
with the usual cries of fraud and abuse and complaints that some benefits go to people too
high above the poverty line (the near-poor who are not near enough to the line to suit
the critics), congressional efforts were launched to cut the program ultimately in half (New
York Times, August 16, 1995). Ironically, conservatives who in welfare reform debates railed
against the nonaged able-bodied poor for laziness but supported the EITC for the more
worthy working poor in the late 1980s, by 1997 were attacking EITC in debates about tax
cuts because its recipients were nontaxpayers. The latest issue was whether EITC recipients
would be eligible for a $500 child tax credit that everyone else, except families with in-
comes over $110,000 and the nonworking poor, was to receive. Speaker Newt Gingrich
charged that the Democrats’ effort to give more to the working poor was a “welfare” sop
(Wall Street Journal, June 26, 1997). While none of these proposals became law the 1997
budget agreement denied the child tax credit to the poor with annual incomes below
$18,000, who might be receiving either the EITC or welfare. The prospects for the work-
ing poor, however, do remain better than the prospects for those who cannot work, are
poorly prepared for work, or cannot find jobs. The latter will remain not only the target of
increasingly hostile means tests but of continued political demagoguery.

2. Britain is the founder of means testing for the poor. Its Poor Law tradition, devel-
oped in the 16th century, culminated in the Poor Law of 1834, whose sponsors regarded
poverty among the able-bodied as a moral failing, with employment in the workhouse of
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Dickensian fame as the punishment. These old traditions die hard; they appear side by side
with the modern welfare state. Thus, Britain joins the United States and Canada in great-
est reliance on means testing today (see table 8.3). Non-takeup rates for its universalistic
programs are close to zero. In contrast, in the late 1980s non-takeup rates for its means-
tested programs were 24% for the Supplementary Benefit (the national social assistance
scheme), 46% for the Family Income Supplement, 23% for the Housing Benefit, and 7%
for the One Parent Benefit (van Oorschot, 1991, p. 19). Even a means-tested “Income
Support” for the less-resented population of poor pensioners has a non-takeup rate among
eligible pensioner units of 33% (1989 data reported by Atkinson, 1994, p.19). When
“New Labour” took over, the new minister for welfare reform hoped to reverse the recent
trend toward increased reliance on means testing by strengthening social insurance. He lost
that battle and in 1998 resigned (Hills, 1998, pp. 18 – 20, 28 – 29).

3. The Netherlands evidences a similar reluctance among the poor to claim highly
means-tested benefits. In the late 1980s, variations by program matched the degree of
stigma attached to the target population: 49% of the social assistance claimants in the city
of Tilburg did not claim at least one of five different local subsidies and rebates for the
poor; 33% of the unemployed did not claim their right to a means-tested supplement;
but only 11% of the disabled—the least-stigmatized of the three groups—failed to claim
their right to a means-tested supplement (van Oorschot, 1991, p. 19).

4. A large national survey of 25,000 households in West Germany in 1981 uncovered
a rate of non-takeup of Sozialhilfe (Social Help, the program closest to the American
AFDC) of 48% of all eligible households (van Oorschot, 1991, p. 18). The non-takeup
rate of means-tested German housing allowances in the early 1970s was more than 50%
(van Oorschot, 1995, p. 20).

Reasons for High Non-Takeup Rates

We have already seen that stigma is a leading source of non-takeup. Other consequences
flow from stigma. If both the public and program administrators are suspicious or hostile
toward potential claimants, these means-tested programs will inevitably be complex. Thus,
they typically have many complicated eligibility rules, often vague, inconsistent, and chang-
ing; programs often require client initiatives and are administered with an eye to cost cut-
ting and fraud control rather than outreach and service; the process of claiming is typi-
cally long and frequently humiliating; the application forms are complex and opaque. The
eligibility checkers often lack adequate training and have high rates of turnover. The
clients typically lack education or are even functionally illiterate. If they are not totally ig-
norant of the program and their rights and therefore do not claim anything, they are con-
fused and fearful of the process. They find it difficult to fill out the forms or to retrieve
the necessary information. Observation of a New England welfare office in 1988 showed
that applicants must furnish 15 to 20 verifications before they become eligible (Bane and
Ellwood, 1994, p. 4). Federal rules require AFDC or food stamp recipients who have non-
welfare sources of income to produce documentation of amounts earned and hours
worked (wage stubs and letters from employers) every month (ibid., p. 126). The appli-
cants argue with administrators, who often view the client as morally unworthy, an irre-
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sponsible person trying to get away with something. Administrators themselves are run-
ning scared. However well intentioned they may be, they tend to overconform to the rules
to avoid criticism by agency management and political critics.

In addition to the maze of mysterious and arbitrary rules, there is another well-
established reason for low takeup rates of means-tested benefits—the problem of “poverty
traps” or “savings traps.” Low-paid workers lose much of the advantage from earning more
because means-tested programs always take away an increasing proportion of the marginal
benefit as earnings increase. There is also a “savings trap”: where private savings or other
assets exist, these programs reduce or eliminate benefits—a strong disincentive to savings
among eligible persons who know about this in advance and a strong barrier to claiming
a benefit for those who discover the rules too late. (Atkinson, 1994, pp. 19 – 20.)

Finally, takeup rates respond to the business cycle; a brisk labor market reduces welfare
dependency. Thus the fraction of single-mother families receiving AFDC in the United
States dropped from a high of 63% in 1973 to 42% in 1987, reflecting the economic re-
covery and expanding job opportunities for women after the 1981 – 82 recession (Smolen-
sky, Evenhouse, and �eilly, 1992, p. 17).

Some evidence indicates that the problems of ignorant eligibles, stigma, work and sav-
ings disincentives, and administrative costs vary in severity with type of program (Atkin-
son, 1993). From most to least trouble are (1) intensively means-tested benefits; (2) income
tests of a simpler sort based on last year’s tax return or a simple declaration of income given
to the appropriate agency; (3) categorical transfers conditioned on age, family status, or
labor-market status—for example, education and training subsidies, family allowances; and
(4) universal programs such as national pension rights or national health insurance.

No country has completely cleaned up its welfare mess. And when countries eliminate
means tests they typically retain or introduce income tests. In fact, moderately stiff eligibil-
ity rules for means-tested or income-tested programs are present even in the more univer-
salistic welfare states, reflecting popular views of the “undeserving poor” common to all
modern democracies (see chap. 10). Consider the issue of the unit to which an income or
means test is to be applied—the person, the household, or the extended family. Both France
and Germany make claimants provide names and addresses of both ascendant and descen-
dant relatives, and both countries hold relatives liable for sharing support of claimants (Atkin-
son, 1991, p. 18). A single mother would be liable to support her mother even if her mother
lived in her own house. And the mother’s income could be included with her daughter’s in
determining eligibility. Thus, although welfare-state leaders have greatly reduced poverty,
they may treat the remaining nonaged poor with almost as much harshness as does the
United States, at least in some rules of eligibility. The difference is that the welfare-state lead-
ers have not only reduced poverty to a much smaller share of the population than countries
relying heavily on means testing, but they have also put into place many non-means-tested
programs such as family policies (chap. 7) and active labor-market policies (figure 2.2).

The remaining means testing is applied with more flexibility if not generosity. For ex-
ample, although the proportion of the West German population receiving social help (5%
in 1986) is a bit more than the comparable share of the U.S. population receiving AFDC
(in the mid-1980s about 4.5%),23 the administration of these means-tested programs stands
in sharp contrast. A systematic comparison of the main American means-tested programs
other than Medicaid (AFDC, SSI, food stamps, general assistance) with their German coun-
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terparts (Leibfried, 1979) concludes that German social assistance and related programs are
national, have higher national standards (not generous but adequate), are financed by rev-
enue sharing, and are more individualized, with less focus on routine fraud checking (in-
vestigation occurs only where there is clear sign of fraud or cheating in individual cases).
Thus, the ratio of “welfare” population to total population may not be as important as the
adequacy of benefits and the way they are administered. U.S. public assistance is less ade-
quate and more visible; in administration, more fragmented, decentralized, and incoherent;
and, in spirit, more hostile to the poor.

A similar updated comparison of means-tested public assistance in Germany and the United
States by Jens Alber (1996) reaches the same conclusions about program structure and ad-
ministration and analyzes the contrasting effects. From 1960 to 1994 the poor in the United
States were big losers from “welfare” retrenchment; the German poor held their own. In fact,
despite greater economic stress in Germany (the huge burden of unification, rising unem-
ployment) German social assistance benefits increased in real terms and even kept pace with
pensions and net wages (ibid., p. 23). What political support there is for the poor in the United
States is diffuse and scattered. It is more focused in Germany, where coalitions of unions,
churches, and welfare associations successfully pushed for equality of sacrifice in the period of
austerity. The social Catholicism of the CDU also helped. (Alber, 1996, pp. 24ff.; and my chaps.
2, 7, and 10.) Thus, even though Germany and the United States share the universal resent-
ment of the undeserving poor (see chap. 10) and attach the same stigma to the programs tar-
geted to them, the United States lacks Germany’s organized counterweights to such mass sen-
timents and continues its welfare system’s race to the bottom, while Germany avoids it.

In this comparison we cannot ignore differences in program growth rates and the inter-
acting impact of other means-tested programs. If we confine analysis to AFDC compared to
German social assistance, we ignore the great variety of other means-tested programs that ac-
count for the high figures for dependence on means testing for the United States and United
Kingdom in table 8.3 compared to the medium figure for West Germany. Finally, the annual
rate of growth of public assistance recipients is much greater in the United States and United
Kingdom (9.2% from 1950 to 1980 and 8.3% from 1948 to 1988) than West Germany (5.2%
from 1964 to 1986) (calculated from Atkinson, 1991, pp. 24 – 25).

In short, the remaining means testing and the wide use of simpler income tests among
welfare-state leaders avoids the Anglo-American obsession with targeting the “truly needy”
and its negative political and economic effects. (Chaps. 9 and 10 show that means testing
is one source of bureaucratic bloat and tax-welfare backlash; chap. 12 shows that it is a drag
on economic performance.)

Technical Problems, Error Rates, and the Welfare Mess

The Anglo-American obsession with means testing also runs into practical, technical ad-
ministrative problems that add to the welfare mess. The advocates of means testing for the
poor or for pensioners think that it contributes to equity. Why should a well-off older cit-
izen or a poor person with some assets like a house and car be treated the same as the
“truly needy”? If you believe that this is a burning question, your next step is to measure
“means.” The U.S. government has created a relatively sophisticated measure for counting
the poor and determining eligibility for benefits—the ratio of income to the specified level
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of poverty for a given household composition, roughly an income/needs ratio, widely used
for determining eligibility for public assistance and similar targeted benefits, sometimes
combined with an assets test. It has remained essentially unchanged for the past 30 years.
It is less than meets the eye. As James Morgan (1993) has demonstrated, if you add dis-
parities in wealth and disparities in leisure among households at the same level of “in-
come/needs poverty,” you get some wildly different results. That wealth—possessions, home
ownership, income from investments converted to a lifetime annuity—can make a differ-
ence is obvious. Not so obvious is that leisure—time to shop, time to spend with children,
time to do things for oneself, time to visit friends and relatives, time to enjoy even a mea-
ger income—is also a component of well-being. Using the 1984 interviews of the Panel
Study of Income Dynamics (PSID), Morgan compares the efficiency of the three measures
of means in targeting the poor at various age levels. For instance, what fraction of those in
the bottom tenth of the income distribution by current measures are misclassified by (1) the
full income/needs measure (money income less current income from marketable assets plus
the value of food stamps plus an annuitized value of household convertible wealth such as
house, stocks, bonds, real estate, business, cars, etc.); or by (2) a new measure of “well-being”
(full income/needs times annual hours of leisure)?

Beyond the issues of disincentives to work, undermined dignity, and a terrible record of
poverty reduction (see tables 8.4 and 14.4 and chaps. 7 and 12), there are big problems of eq-
uity—one stemming from these problems of measuring poverty; the other, from the interac-
tion of separate programs comprising the welfare mess. The equity problem with means test-
ing is, first, what Morgan demonstrates: the customary measure of income/needs qualifies
people who are not really poor on a better measure or refuses benefits to people who are re-
ally at the bottom decile. For instance, the full income/needs measure shows that the cus-
tomary measure misqualifies 43% of the lower tenth (20% qualify but are not poor, 23% are
poor but not qualified). The “well-being” measure misqualifies even more. “Clearly,” Mor-
gan cautiously concludes, “the efficiency with which a means test promotes equity is low,
and excruciatingly low among the oldest cohorts” (1993, p. 775). There is increasing evidence
from poverty research of a weak association between income adjusted for need (the usual
“poverty line”) and direct measures of deprivation (Travers, 1996; Nolan and Whelan, 1996).

The second problem of inequity stems from multiple programs, all tightly targeted, that
result in arbitrary disparities in benefits among equally hard-pressed families. If means-tested
public assistance is linked to child care, medical care, and other benefits, as in the United
States, these inequities can be glaring. A low-income AFDC single mother of two, with lit-
tle education and less work experience, qualifies for AFDC (or today, TANF) and this in
turn may bring food stamps, Medicaid, and child-care assistance to permit her to complete a
high-school equivalency or training for a job. Next door a working couple with two chil-
dren have an annual gross income of $20,000, which in almost all states disqualifies them for
AFDC. Moreover, this working couple does not qualify for food stamps, Medicaid, or child
care. Such inequities are legion. They set the working poor against the nonworking poor, the
welfare mother who is skillful at working the system against the welfare mother who is not,
and the public against everyone in or around the system. The EITC may reduce the inequity
between the working poor and nonworking poor somewhat. By driving welfare mothers and
their children into deeper poverty, recent welfare reforms achieve an equity based on in-
creasing poverty for the welfare mother newly freed from AFDC and associated benefits by
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mandatory two-year workfare limits and five-year lifetime limits. If she is lucky enough to
find and hold a minimum-wage job and in addition is lucky enough to marry another full-
time, low-wage worker, she can join the working poor in a more equal struggle for survival.

Aware of both misclassifications and inequities, the means-obsessed welfare administra-
tors often try to measure some assets. This daunting task results in rule books and eligibil-
ity forms stacked to the ceiling (or overloading the computer). With each revision of the
law or administrative regulations designed to deny benefits to the undeserving or crack
down on welfare cheats, these eligibility rules change, sometimes drastically, creating a de-
mand for still more eligibility checkers or, under conditions of budgetary strain, an impos-
sible work overload for existing personnel.

The number, complexity, and change of rules ensure a high error rate. In political de-
bates about the welfare mess, these administrative errors are often lumped under “fraud and
abuse” when most are clearly the inevitable result of an overloaded agency trying to con-
form to an overelaborate, sometimes ambiguous and contradictory set of laws and rules.
There was a time—roughly from the late 1930s to the late 1960s—when American wel-
fare agencies conducted surprise visits to the homes of single mothers: social workers
looked for beer bottles on the kitchen table as a sign of the possible presence of a boyfriend.
Under the legal interpretations of many states such a presence was a sign of cohabitation
and hence “unsuitable” parenting; it was at the same time a sign of a “substitute parent”
who could share household expenses. If further investigation sustained the suspicion, the
AFDC grant could be denied or reduced on either ground (Melnick, 1994, pp. 83 – 90).
Although these surprise visits generally ceased after a Supreme Court decision (King v.
Smith, 392 U.S. 309, 1968) rejected the distinction between the “worthy” poor and the
“undeserving poor,” aggressive investigation and surveillance of the welfare poor continues.
The Warren court’s pro-poor reading of the law was under attack from the late 1960s on;
by the mid-1980s the Burger court had moved back toward a more formal, less substan-
tive, more restrictive understanding of welfare rights (ibid., pp. 60, 102ff.), reflecting the
changing legislative and executive climate and judicial appointments of the �eagan presi-
dency, carried on by President Bush and the �ehnquist court. The extensive state and fed-
eral litigation around welfare issues for the past half century—whether the outcome was to
expand welfare entitlement, restrict it, or merely confuse it—had the practical effect of se-
verely straining state welfare-payment systems. Growing litigation and shifting court doc-
trines combined with recurrent congressional welfare reforms kept welfare systems in a
constant state of flux—forcing much defensive data collection (with an eye to court cases)
and frequent adaptation to new and everchanging agency rules.24 In the late 1970s a large
quality-control bureaucracy was created. Local caseworkers increasingly focused on cutting
the welfare rolls and on possible fraud; welfare applicants had to prove their eligibility to
increasingly suspicious eligibility checkers. Terminations of welfare cases and rejections of
AFDC applications on procedural grounds increased apace. (Brodkin, 1986, pp. 39, 79,
86 – 92, 96 – 98.) In other words, what can no longer be tolerated as surveillance and home
searches is accomplished today by tightening and complicating eligibility rules and reduc-
ing welfare grants. With the welfare reform of 1996—50 states aiming to meet new and
ambitious workfare goals in a rapidly changing system—eligibility and behavioral rules will
metastasize. There is already a General Accounting Office �eport that in the first five
months of Milwaukee’s workfare program the error rate was astonishing: 44% of the penal-
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ties imposed were later overturned because of agency error (New York Times, June 30,
1997). If Wisconsin—with one of the more generous welfare budgets and one of the most
efficient bureaucracies—encounters such trouble, error rates are likely to be worse in other
states with fewer resources and less competence.

If we got serious about means tests, we would spend even more time and personnel de-
vising ever-more sophisticated measures of income, wealth, and leisure and create an even
more cumbersome, more intrusive apparatus of surveillance and investigation. The only side
benefit I can see from such bureaucratic bloat is that many of the poor, especially welfare
mothers, become smarter about maneuvering around the system as they struggle to sur-
vive. A small increment of bureaucratic skills among the poor is surely not worth the huge
effort to target them.

For the purpose of crafting social policies, the technical problem of measuring “means”
and targeting the poor is further complicated by the immensely varied situations of low-
income populations. Poverty varies in duration, prevalence, repetition, and severity (Ash-
worth, Hill, and Walker, 1994). And the economic condition of the poor family when they
are out of poverty also varies with most of them remaining near-poor or falling back, the
rest, moving up. Finally, there are the variations by population type: the working poor, the
unemployed poor, the depressed-region poor, the elderly poor, the teen-pregnant poor,
the welfare mother, the homeless family, the homeless young single men who are alcoholic
or drug-addicted, the physically or mentally disabled poor, the youth-gang poor, and more.
If we tried to devise public policies that target each type of poverty—recurrent poverty,
transient poverty, persistent poverty, occasional poverty, chronic poverty, and permanent
poverty—and each population type, the fragmentation and complexity of the welfare mess
would intensify. Chapters 1, 5, 7, and 14 and tables 8.4 and 14.4 discuss the incidence and
variety of poverty and compare the United States with other rich democracies. The lesson
of that comparison is that a better strategy for cleaning up the welfare mess and reducing
poverty—one followed by countries with low rates of poverty—is the combination of four
universalistic policy packages: education with high national standards (chaps. 12 and 18), an
active labor-market policy (figure 2.2), national health insurance (chaps. 16 and 18), and
perhaps most important, a family policy (chap. 7)—policies whose target is everyone shar-
ing the demands of modern life.

Explaining National Differences in Reliance on Means Tests

Since the 1880s there has been a trend common to all rich countries away from general
“Poor Law” legislation and administration—away from means testing toward more univer-
salistic policies, as we have seen in chapter 5. For instance, Palme’s study of worker pensions
in 18 countries shows that in 1930 most of the countries with legislated old-age pensions
relied on means testing. In the early postwar period about half still had means-tested pen-
sions; in 1960, less than a third. By 1985, means-tested pensions remained only in Australia,
where they had been wiped out but reintroduced in the 1980s (Palme, 1990, pp. 52, 69).

Within a long-term convergence, first away from means testing toward simpler income
tests and then toward universality of social rights, there are both large remaining national
differences and a recent but limited shift back toward income testing and even some ex-
pansion of means testing. For instance, in the late 1970s and early 1980s there was a move
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away from universality in family/child allowances. Italy introduced income tests for child
allowances, Denmark and Germany subjected the maximum benefit to an income test, and
France income-tested all new family allowances (Kamerman and Kahn, 1991a, p. 48). Other
examples of the recent shift are above and in chapter 5 (section on retrenchment).

Large differences in reliance on means testing are evident in table 8.3 whether we mea-
sure it by the share of GNP going to tightly means-tested programs or per capita expen-
ditures. And there is little change in the rankings from 1966 – 71 to 1980. (Only Israel and
Japan changed more than four ranks in the 19-country ranking.)25 We can go far in ex-
plaining the national differences by applying our types of political economy, familiar from
tables in previous chapters.

The predictive power of types of political economy in table 8.3 is impressive. Of the
nine countries that rely least on means testing in 1980 (public assistance/GNP), eight are
corporatist democracies that integrate labor in their policy machinery. Of the nine most
dedicated to means-tested programs, four are least corporatist and three are corporatist-
without-labor.Very similar patterns appear for earlier dates and for public assistance spend-
ing per capita, although the 1974 per capita pattern is weak.

The sharpest contrast is between the avoidance of means testing by left-corporatist democ-
racies and the penchant for means testing among the most-fragmented and decentralized
democracies (United States, United Kingdom, Canada, Ireland). Why is there by 1980 almost
a uniform avoidance of means testing among corporatist democracies with strong cumulative
left party power? All left parties opposed needs testing from the 1930s on. They typically
fought discretionary measures that would leave the lower classes at the mercy of hostile wel-
fare bureaucrats. In time, of course, left power was sufficient to transform the political orien-
tation of welfare bureaucracies and even their social composition; where means tests or income
tests were still in place, their administration became more benign. While left parties with few
exceptions were against means tests for the poor, they often advocated income tests and even
assets tests applied to very high income groups; the idea was to free resources for the middle
and the poor and take privileges away from the rich. (Baldwin, 1990; Davidson, 1989.)

The least-corporatist countries drew on the English Poor Law tradition; labor and left
parties in the Anglo-American democracies were not enough of a countervailing force to
fully overcome this legacy. Although Australia and New Zealand are exceptions to the hy-
pothesis that the most-fragmented and decentralized political economies (the least-
consensual democracies) rely most on means testing, developments since the mid-1980s put
them closer to the leaders in means testing, the United States and the United Kingdom. In
1983, Australia reintroduced income testing for pensioners over the age of 70 and added
assets tests in 1985. The result was a decline in percentage of the aged receiving benefits
from 86% in 1983 to 76% in 1991. Australia also applied an income test to its only uni-
versal benefit, the child allowance, and tightened eligibility rules for a host of other ben-
efits. (Castles and Shirley, 1996, p. 96.) Similarily, New Zealand, whose welfare state, like
Australia’s, has long made extensive use of income tests qualifying large majorities for ben-
efits, has moved further toward means testing since the mid-1980s, to the accompaniment
of sectarian economists’ rhetoric about privatization, deregulation and the evils of taxing
and spending. Chapter 11 provides details on the political and economic effects of New
Zealand’s neoliberal experiment. Thus, the two deviant cases appear to be falling in line,
although neither has yet reached the harshness of the American welfare mess.
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The Netherlands is an exceptional case. It is the only corporatist welfare-state leader
with heavy reliance on means testing. The Tilburg picture of low takeup rates, if it is true
nationally, requires special explanation. In my view, there are so many well-financed and
overlapping programs for the poor and near-poor, and such lavish spending for the uni-
versal programs—Netherlands matches Sweden in aggregate social expenditures—that po-
tential claimants do not need or want extra supplements that carry stigma. Uniquely among
the heavy users of means tests, the Netherlands evidences high income equality and low
poverty (tables 8.3, 8.4, and 14.4). Its low takeup rate in some measure may reflect the rel-
ative well-being of low-income Dutch citizens.

The rest of the table—16 of 19 cases—fits my scheme with the rank order of avoidance of
means testing moving down from left corporatist, left-Catholic corporatist, Catholic corporatist
to corporatism-without-labor and, with most reliance on means testing, the most-fragmented
and decentralized political economies. Both left and Catholic parties are historically advocates
of universalistic family policies, which as we have seen in chapter 7, are strongly negatively cor-
related with means-tested public assistance; they are alternative policy packages. Left parties are
the most ardent opponents of stiff means testing for the poor. Catholic parties’ strong support
for family allowances and ambivalent support for other universal family policies (e.g., child care
for working mothers) puts them in the middle of table 8.3. Thus left-corporatist democracies
top all categories in avoiding means testing while left-Catholic and Catholic-corporatist democ-
racies come next. Corporatist democracies that keep labor out of high policy—Japan, France,
Switzerland—rank between medium and high in their reliance on means testing; they lack the
left-labor offsets that facilitate more universalistic strategies. They are not as means-test prone as
the United States,United Kingdom, and Canada but more so than corporatist democracies with
either strong left party power or strong Catholic party power.26

Types of Political Economy, Teenage Pregnancy, and Abortion27

In debates about the welfare mess in the United States, no perception provokes more passion
than the claim that teenage pregnancies are soaring, that public assistance to single mothers
fosters babies out of wedlock, that sex education and public support of contraception en-
courage sexual activity and teen births, and the entire syndrome reflects and furthers the moral
decline of American society. While conservatives voice these concerns most stridently, mod-
erates and liberals on the left also recognize the individual and public costs of teenage preg-
nancies, although they obviously advocate different policies to attack the problem.

Sometimes the debate about teen pregnancy is caught up in the even more passionate
debate about abortion (see chap. 7). Here the political lines shift a bit. On the one hand,
the Christian right is worried that supporting young single mothers might encourage out-
of-wedlock pregnancies. On the other hand, cutting their welfare checks might encourage
abortion as pregnant teenagers see the “end of welfare as we know it.” Thus, in the 1996
welfare reform debate, both Catholic groups and the Christian right voiced concern over
too drastic a reduction in support for children of single mothers. Together with the 
center-left and the Clinton administration they pushed for increased congressional funding
for child care in the welfare bill.

What can cross-national comparison tell us about the problems of teenage pregnancy
and abortion? Comparison tells us that the United States is extreme in its rate of teen preg-
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nancy and birth as well as its rate of abortion. Teenage birthrates around 1980 were twice
the average of other Anglo-American democracies, 10 times the rate of the Netherlands,
7 times that of Sweden and Switzerland, 4 or 5 times that of Belgium, Italy, Germany, or
France. The United States is also the standout leader in abortions. (See table 8.4.) More
recent data tell the same story: the United States is at the top of the teen-pregnancy list in
the early 1990s (cf. Kiernan, 1995, p. 3) and except for Japan is still the star in abortions
among 18 affluent democracies (Brooks, 1992, p. 348; Henshaw, 1992, table 2).

This section first examines the rates and trends, then attempts to explain national varia-
tions and the American deviance by analyzing the impact of my types of political economy
and related social policies. Scholars agree on several trends common to all modern, affluent
democracies:

1. Since the 1960s teenage birthrates have declined (United Nations, 1988,
pp. 12 – 15). Despite some fluctuations, the rate continued to decline from 1980 to 1993
with the one exception of the United Kingdom (Kiernan, 1995, p. 3), where teen births
moved up slightly.

2. Many more teenagers, especially younger teenagers and middle- or upper-middle
class teenagers have become sexually active. At the same time they have become much
more likely to use the pill, condoms, and other forms of birth control. (Mauldon and
Luker, 1996, p. 82; Gustafsson, 1995, pp. 317 – 318; and C. A. Miller, 1991, p. 4). More
activity, fewer births.

3. Long-standing educational differences in teen pregnancy have persisted or in-
creased. Such pregnancy is a pattern of the poor. Girls who see themselves moving up in
the education-occupational system postpone both pregnancy and marriage. Thus, coun-
tries that reduce poverty and expand educational and job opportunities for lower strata
tend to have lower rates of teen births (see table 8.4). It is important to note that some
sexual relations involving adolescent girls (and even boys) are anything but consensual;
they involve rape and incest, with an unknown number resulting in pregnancy (�osen-
heim, 1992, p. 226). This, too, is heavily concentrated among the least-educated, poorest
populations, as is mayhem of all sorts (see chap. 14).

4. Beyond poverty reduction, the main reasons for the almost universal decline in
teen birthrates is expanded sex education and AIDS education, public funding of contra-
ception, and the expansion of family planning clinics and agencies. Countries that do
most of this also tend to have lower teenage birthrates.

5. Teen pregnancy and births present a paradox: Compared with the 1960s the rates
are down dramatically everywhere; but the subsequent costs to the teenager have
climbed—poor housing, homelessness, unemployment, low income, and reliance on stig-
matized public assistance. The increasing length of learning, training, and education re-
quired to enter decent jobs and at least moderately stable employment makes the handi-
caps of early motherhood much more severe and the long-run costs to society heavy.
These are costs the United Kingdom, the United States, and other Anglo-American
democracies have incurred as a by-product of their relatively high rates of poverty and
inequality.
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6. Insofar as trend data exist, abortion rates show no consistent pattern cross-nationally,
although the central tendency in the late 1980s and early 1990s in 17 Western democracies
was either steady or decreasing; only Sweden, Norway, Australia, Canada, and West Ger-
many evidenced an increase during the four or five years at issue (Brooks, 1992, table 2,
p. 348).

Applying my scheme to data on total teenage fertility rates in our 19 rich democracies,
we find strong confirmation of the explanatory power of types of political economy and
their social-policy outputs. Because most of teenage pregnancy is accounted for by 18- and
19-year-olds and the social problem posed is much more severe for younger cohorts who
neither complete high school nor obtain any training or work experience, we used cumu-
lative birthrates for women under 18. This is an estimate of how many births can be ex-
pected from 1,000 17-year-olds while they were between the ages of 12 and 17. It is based
on actual births by single year of age of mother and corresponding estimates of the female
population by single year of age, which are then summed to generate cumulative birth rates
for 1979 – 80 ( Jones et al., 1986, p. 3 and appendix 3, pp. 250 – 260). Comparing three
other data sets—birthrates for women under 20, 15 to 19, or 18 and 19—we find a very
similar rank order of countries with Japan, the Netherlands, and Switzerland comprising a
very low category; Sweden, Denmark, Finland, and Israel (excluding Arab women) the
next lowest category; West Germany, Ireland, France, Belgium, Italy, and Norway a
medium category; while the UK, Australia, Canada, Austria, and New Zealand evidence
high teenage birthrates and the United States is in a high class of its own, no matter what
cohorts are examined.

Table 8.4 shows that democratic corporatism, whatever the type, keeps teen birthrates
down. In contrast, the least-corporatist democracies, as predicted, have much the highest
teen birthrates, except for Ireland’s medium rate. The consensual democracies, whether
they are left, Catholic, or keep labor at a distance, are able to produce patterns of spending
and taxing and social policies that reduce both poverty and inequality. In turn, a low
poverty rate and an egalitarian income distribution reduce teenage birthrates. Thus, ex-
cluding the United States as an extreme case, the strongest proximate cause of high teen
birthrates is poverty by any measure: gross household income shares going to the lowest
20% of households (r � –.56), disposable income of the bottom tenth as a percent of the
median (r � –.51), extreme poverty among two-parent families measured by an equiva-
lent (family size-adjusted) income less than one-third of median equivalent income (r �
.61), or extreme poverty of children under 18 in solo-mother families (r � .64). The ratio
of gross household income shares of the top fifth to the shares of the bottom fifth—the
distance between the affluent and the poor (see table 14.4)—is correlated .57 with teen
birthrates. If the United States—an outlier in both its teen birthrate and in its poverty
rate—is added to the analysis, all these correlations increase; for the two extreme poverty
measures the correlations climb to .77 and .86.28

There is no direct correlation between birthrates and family policy (the family-policy
index or any of its components) or family allowances or public assistance spending, but
there are strong positive relationships between corporatism, family policy, family allowances,
and equality and reduced poverty, as shown in chapters 7 and 14. In other words, equality
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  . Interaction of types of political economy, social policies, poverty and inequality as they
shape teenage birthrates and societywide abortion rates

a1979 – 80 cumulative birthrate for teenagers under 18, calculated from Jones et al. (1986, appendix 3,
pp. 250 – 60).

b1980 abortions per 1,000 women aged 15 – 44. Source: fn. a.
cCirca 1987 abortions per 1,000 women aged 15 – 44. Source: Henshaw (1992, table 2).
dExtreme child poverty in solo mother families mid to late 1980s: equivalent (size-adjusted) income less

one-third of median equivalent income. Although the UK has only about 4% of solo mother families in
dire poverty, 60% are poor or near-poor. That puts the UK first in poor and near-poor, although the U.S.
tops the UK in extreme poor, poor, and near-poor combined. Source: �ainwater, 1994, table 6.

eExtreme child poverty in two-parent families mid to late 1980s. Ibid., table 5.
f
�atio of the highest to lowest quintiles in gross household income shares ranked from most to least

egalitarian, early 1980s. See table 14.4, mayhem chapter. High numbers � most inequality.
g
�ankings based on family policy score, text and tables, chapter 7.

h
�eliance on means testing 1980 from table 8.3.

iNot counting Arab women in Israel. Including them, the rate is 32 ( Jones, 1986, p. 243).
jEngland’s rate is 41; UK other than England, 43.
k
�esidents only. Excludes Scotland (rate � 9.0).
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and poverty reduction mediate the relation between corporatism and associated social pol-
icies, on the one hand, and teen birthrates, on the other.

Because of missing data on one or another of these variables, the number of countries
drops to 12 to 15 when regression experiments are attempted, so I did not pursue corre-
lational analysis beyond a few exploratory tests. However, these quantitative explorations
did show that corporatism and the measures of extreme poverty explain substantial vari-
ance in teen birthrates, overcoming any other variable. This is consistent with the cross-
tabulations of table 8.4.

Does the availability of generous state-subsidized child care encourage teen births? Just
the reverse. Comparing left-corporatist and least-corporatist countries, there is a negative
relationship between the child-care scores of chapter 7 and teen birthrates: all of the left-
corporatist countries have high child-care scores and low to medium teen birthrates. All
of the fragmented and decentralized political economies are below average to low in child
care (scoring either 0 or 1 of a possible 3), and they have high teenage birthrates.

In short, if a rich democracy develops consensual bargaining arrangements; produces inno-
vative and expansive family policies enabling working parents to better balance child care and
work, if it opens up opportunity by an active labor-market policy linking education, training,
and jobs, and through both family and labor-market policies reduces poverty and inequality, it
will keep teen birthrates to a medium to low level. The big exception in table 8.4 is corpo-
ratist Austria, medium-high in its family-policy score, above average in poverty reduction and
equality, and yet a teen birthrate of 41, close to that of the United Kingdom. A possible ex-
planation is its very long tradition of marriage shortly after the birth of a child to a young
mother, unique in Europe (Hobcraft and Kiernan, 1995, p. 47). Ireland, too, is out of line
among the Anglo-American fragmented and decentralized democracies. It has a medium in-
stead of a very high teen birthrate and yet is well above-average in poverty. We cannot say that
the strong family orientation and restrictions of its Catholic Church and its low female labor-
force rate account for Ireland’s medium rate of 23. For Catholicism appears with rates above
that of Ireland: Austria’s high rate of 41, Italy’s 28, Belgium’s 26, France’s 25 as well as with
rates below Ireland’s (the Netherlands and West Germany). In fact, the correlations of our
party-power measures and teen pregnancy are close to zero. Similarly, the idea that teen preg-
nancy is caused by mothers who work and therefore fail to supervise their daughters is belied
by the nearly zero correlation of female labor-force participation and teen birthrates.

What does table 8.4 tell us about abortions? It records the rates (abortions per 1,000
women between 15 and 44 years of age) for both 1980 for 13 countries for which esti-
mates could be made ( Jones et al., 1986, pp. 250 – 260) and for 1987 or closest year for all
countries except Austria (Henshaw, 1992, table 2). Our usual pattern by type of political
economy does not appear. Nor is there any obvious relationship of these rates to social pol-
icies or social spending. For instance, dividing the array in two we see that the top nine
countries in abortion rates averaged 19.4% in 1980 social spending as a share of GNP; the
bottom nine in abortion rates averaged a slightly higher 23.3. If we eliminate the extreme
cases of Japan and the United States, the welfare effort of the top seven in abortions is close
to that of the rest. In other words, there is no evidence that the welfare state, by under-
mining family values, encourages abortions.29

Another cross-national study of abortion policies and their consequences in the early
1990s among 17 Western democracies similarly finds no systematic relationship between a
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nation’s abortion rate and the type of abortion law—criminalization, abortion for cause, or
abortion on demand—and its rate of abortion; or Catholic culture; or the proportion of
women in the legislature as an indication of feminist success (Brooks, 1992, pp. 351 – 356).

The only pattern by type of political economy that stands up to the data is Britain and
Britain abroad vs. all other countries in the proportion of all abortions attributable to
teenagers—paralleling the previous finding that these least-consensual democracies have
high teen birthrates as well. Of 14 of our countries for which this age-specific figure is
available, 5 of the top 6 in the percentage of teen abortions are Anglo-American (USA,
England-Wales, Canada, New Zealand, Australia with Norway the one exception), with
percentages from USA’s 26.2 to Australia’s 19.1. Finland, Sweden, Denmark, and the
Netherlands are in the middle; France, Italy, West Germany, and Japan rank low. (Based on
Henshaw, 1992, table 6, not reported in my table 8.4.)

While teen pregnancy rates can be substantially lowered by sex education and health
services that promote contraception, the same policies appear to lower abortion rates only
modestly. ( J. Jacobson, 1990, pp. 34 – 35, 56 – 57.)

What we can tentatively conclude from all this is that whatever social policies or abor-
tion laws a country adopts, and whatever its political complexion, and even after family
planning services are expanded, women will go on seeking abortions for the urgent rea-
sons they have in the past. Indeed, there is some evidence that as abortion laws liberalized,
abortion rates trended downward from the early 1980s to the early 1990s—the reverse of
the trend we would expect if restrictive laws reduce women’s decisions to abort. Again,
these decisions are universally viewed as so serious and so intimate that public policy has
little effect on a woman’s choice.

Summary and Conclusion

There is no support for the American stereotype of an epidemic of teenage sexuality, preg-
nancy, and parenthood—a picture of very young, black, never-married mothers, living in an
inner-city ghetto, who are permanently welfare dependent and receive generous benefits, an
incentive to have many children who will perpetuate welfare dependency across generations.
This chapter has shown that welfare benefits in the United States are anything but gener-
ous; on average they have eroded while eligibility rules tightened. Neither the level nor the
trend of welfare benefits has any relation to fertility rates. In fact, in size and fertility trend
welfare families are like nonwelfare families. The welfare population is heterogeneous in race
and ethnicity, physical and mental health, and the number and age of children. Most welfare
mothers are white, about a third are black; a fifth, Hispanic.Very few are teenagers, though
most are young. What are overrepresented among welfare recipients are very poor single
mothers with enormous deficits in human capital. What welfare parents frequently pass on
to their children is not welfare status but poverty and all its pathologies.

The American welfare system is a revolving door. The typical client alternates work and
welfare or combines the two and, in attitude, embraces the work ethic as much as does the
nonwelfare population. The key to more permanent exits from welfare to work is human
capital investments.

Cross-national comparisons tell us that the most powerful proximate causes of teenage
pregnancy and birthrates are poverty, especially deep poverty, and inequality, great distance
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between the rich and the poor. These in turn are rooted in types of political economy. The
most-fragmented and decentralized systems have by far the highest rates. The epitome case
is the United States: it has achieved the highest rate of deep poverty and inequality among
the rich democracies for which data are available, and its rate of teen births tops all by a
factor of 2.5. In contrast, corporatist democracies, because they tax and spend in more egal-
itarian ways, and on average invest much more in universalistic family policies that reduce
poverty without provoking mass protest, have low to medium rates. Limited evidence on
abortion rates, however, suggest no relationship to social policies or social spending, al-
though again, the United States stands out as an extreme case.

The history of welfare reform in the United States since the 1960s has been one of in-
creasingly macho talk about the evils of welfare dependency or the need to “make the tough
decisions” to save money combined with strident demands that states and localities put huge
numbers of welfare recipients to work. The talk is not accompanied by the upfront money
and staff to make work mandates even modestly effective. Only in a few states with boom-
ing economies that have greatly increased spending and support services do we have hints
of modest success in both reducing poverty and expanding job opportunity for welfare re-
cipients. If we want to avoid punishing poor children for the sins or bad luck of their par-
ents at the same time that we insist that parents work—both aims that reflect widely shared
values—we must increase resources devoted to job development, education, training, coun-
seling, and placement. And we must attempt to upgrade, stabilize, and expand low-wage jobs
and benefits. Finally, we must avoid utopian aims. As one of the most thorough studies of
welfare careers concludes, “Work exits are the least likely to end the pattern of revolving-
door welfare dependency. For women who exit welfare through work and remain off wel-
fare, wage rates do not increase over a three-year period . . . work among poor women
should be viewed as the problem rather than the solution” (Harris, 1996, p. 424).

There are so many nasty aspects of the American welfare mess that it is tempting to say
what many “conservatives” say, let’s get rid of it by eliminating the safety net and starting
over. That is essentially what the reform bill of 1996 tried to do. But if this chapter has
shown anything, it is that repeated efforts to reform this system do not have their intended
effects. In fact, reform efforts have generally decreased the adequacy of benefits and income
for poor families, increased gross inequities in the flow of cash and services, and increased
the cost of administering means tests, while creating a bewildering array of programs, agen-
cies, and rules recipients must negotiate when they need help. Moreover, welfare reform-
ers have been unable or unwilling to mobilize the resources to overcome work disincen-
tives built into means-tested welfare programs (very limited earnings disregards, the removal
of health care, the lack of adequate child care, the housing/transportation/job mismatch,
etc.). A structural explanation of their incapacity to develop the necessary national stan-
dards and funding is America’s decentralized federalism, which fosters a competitive race
to the bottom. There is a little-noticed dilemma facing the more humanitarian reformers
of these stiffly means-tested programs: If they were able to raise the funds to move the un-
popular nonaged poor to decent jobs and out of poverty, they would set up even larger in-
equities between the welfare-working poor and the nonwelfare working poor who would
receive none of these benefits. No political system could tolerate that for long—another
reason that it will not happen.

Wilensky_CH08  3/14/02  1:50 PM  Page 338



The Welfare Mess

339

Because the welfare mess is highly developed mainly in the Anglo-American democ-
racies we can draw a lesson by comparing the policy profiles of countries that minimize
it. Corporatist democracies produce patterns of spending and taxing and social and labor-
market policies that reduce poverty and prevent the most extreme wage dispersion. They
avoid overreliance on means tests and instead accent universalistic social policies and sim-
pler income tests. They implement the two policy packages that are most effective in
avoiding the welfare mess—family policies and active labor-market policies targeted to ev-
eryone. They have long maintained high standards for primary and secondary schools and
have paid attention to the connections between education, work, low-income housing,
transportation, and other infrastructure problems. They all have national health insurance.
Almost all have family policies that help all working parents to balance the demands of
the labor market and child care. In other words, these countries have recognized that the
long list of measures needed to move people from welfare out of poverty, and, where pos-
sible, to work, is the same as the list of policies needed to improve the lives of the non-
welfare population—the working poor and the celebrated “middle class.” The benevolent
side effect of universal social policies has been to prevent the political mobilization of the
middle mass against the poor (see chap. 10).

The alternative, aggressively pursued by the United States, is to accent stiff means tests
for scores of separate, uncoordinated programs; to develop a large, expensive, intrusive appa-
ratus of surveillance and harassment of the poor; and to make the welfare poor dramatically
visible, the target of mass resentment and political scapegoating, and thereby make certain
that funding for welfare reform will be meager and the maze of programs, ineffective. Coun-
tries that combine all that with decades of neglect of urban problems—the deterioration of
housing, neighborhoods, public transportation, and public safety—guarantee long life for the
welfare mess.

Notes

This chapter draws on Wilensky and Lebeaux, 1958, and Wilensky, 1965, 1976a, 1979, and 1982.
I thank Eugene Smolensky for a critical reading.

1. The Netherlands is an exception; it scores high on means testing but low on poverty. See ta-
bles 8.3 and 14.4.

2. The National Conference of State Legislatures studied actual state behavior since the 1996 re-
form was implemented. It shows that 20 of the 44 states surveyed are spending 80% or less of the
amount they previously spent on welfare; only five are spending at or above prior totals. Because the
funding formula is based on welfare populations of previous years and the rolls have declined, per-
family expenditures in 1997 climbed in most states even as they diverted federal welfare money away
from welfare mothers—for tax cuts, prisons, education and other more popular causes. (Wall Street
Journal, November 14, 1997.) These are onetime windfalls, however.

3. In the budget agreement of 1997 President Clinton traded massive tax cuts for wealthier
Americans for some money targeted to the poor: $24 billion over five years to extend Medicaid to
half the nation’s 10 million children who lack health-care coverage; $3 billion over two years in job-
hunting assistance and training; $1.5 billion (of the $4.8 he sought) for all food stamp spending; and
a welfare-to-work tax credit for employers who hire welfare recipients. The agreement also restored
program eligibility for legal immigrants who resided in the United States August 22, 1996, but it still
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excludes legal immigrants arriving after that date. These changes, if implemented, will blunt a few of
the law’s harshest provisions.

4. After the passage of this law Senator Moynihan said, “The premise of this legislation is that
the behavior of certain adults can be changed by making the lives of their children as wretched as
possible. This is a fearsome assumption.” And “In our haste to enact this bill—any bill—before the
November elections, we have chosen to ignore what little we do know about the subject of poverty.”
The vote on the bill reflected the climate of hysteria about the undeserving poor of the mid-1990s.
Of those senators up for reelection in 1996 only one, Paul Wellstone of Minnesota, voted against the
welfare reform bill. (New York Times, August 2, 1996.)

5. Jacobs (1980) uses early 1960 data on the grounds that after that the federal government began
mandating social policies and reduced state autonomy. The early 1960s provide maximum variabil-
ity on the dependent variables.

6. Summarizing 10 studies of welfare and nonmarital childbearing, Gregory Acs (1995) confirms
these conclusions, but he notes some findings that white women living in states with higher welfare
benefits are a little more likely to have children out of wedlock than are white women living in
lower-benefits states, while no such relationship appears for black and Hispanic women. None of the
studies he reviews, however, controls either for differences in the young women’s own characteristics
or state differences in cost of living or for the benefit levels and economic circumstances at the time
the childbearing decisions were being made. Considering all the evidence, Acs concludes that even
if we eliminate welfare entirely, it would have no effect on nonmarital childbearing but would, of
course, subject most of these children to lives of intensified poverty.

7. A national study by Martin Gilens (1996) presents strong confirmation of the race-coded na-
ture of contemporary welfare politics. Basing his conclusions on both conventional survey modeling
and a randomized survey experiment, Gilens shows that controlling for all the obvious influences (ed-
ucation, party identification, political ideology, income, individualism, etc.), racial attitudes are the sin-
gle most powerful influence on white attitudes toward welfare spending and welfare recipients. An un-
spoken agenda of racial imagery is more important as a source of hostility to welfare mothers than any
explicit debates over welfare reform cast in race-neutral language. This is consistent with my findings
in chapter 10, a cross-national analysis of tax-welfare backlash: Nativism and ethnocentrism are always
present in the most successful antitax, anti–social spending, antibureaucratic movements and parties.

8. All these studies may underestimate the importance of work as a supplement to welfare: they
ignore an unknown number of welfare mothers who simply do not report work off the books and
out of reach of the welfare office. Case studies uncover many women struggling to make ends meet
by combining unofficial work and welfare checks.

9. William Julius Wilson (1996, pp. 51 – 110, 265) summarizes neighborhood studies that show
such effects. See also my chapter 14.

10. This statistical paradox is frequently compared to the identical puzzle about hospital stays. If
you focus only on people entering the hospital, you would find that vast majorities of those who ever
enter stay less than a week. But if you go beyond the admitting room and walk around the hospital
wards, you would find that a vast majority of the beds were occupied by patients with chronic con-
ditions. (Making the hospital—read welfare—a way of life?)

11. From 1974 to 1987 “permanence” on welfare (the probability of receiving AFDC for the
next three years for persons who had received AFDC for the previous three years), went down for
whites and up for blacks (Gottschalk, McLanahan, and Sandefur, 1994, p. 97), reflecting the increas-
ing concentration of poverty, family breakup, and single motherhood among central-city blacks (see
chap. 14).

12. Births to adolescents are only 30% of the births to unmarried women but they comprise al-
most half of all first births to unmarried women (1996 Green Book, p. 514). If one wishes to accent
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the explosion of births to unmarried women instead of the modest increase over 55 years shown by
the trend of birthrates, one can divide all births out of wedlock by all births in wedlock. That ratio
is exploding, because the married birthrate (the denominator) has greatly declined while the births
out of wedlock (the numerator) have modestly increased.

13. One of the most comprehensive and systematic studies (Duncan and Hoffman, 1990) com-
pares the effect of both generosity of welfare benefits and likely future career and marital opportu-
nities on out-of-wedlock births using data from the Panel Study of Income Dynamics on nearly 900
black teenagers and more than 300 out-of-wedlock births, holding constant family background, sib-
ling characteristics, and location. They conclude that the effects of welfare benefits are trivial while
the effects of economic and marital opportunities are very strong. “Women with the least to lose are
most likely to have children in their teen years” (ibid., pp. 531 – 532).

14. For France, see chapter 7, note 24. Italy, despite its generous maternal leave and benefit pol-
icies (chap. 3, note 16) moved down to one of the lowest birthrates in the world and the lowest in
Europe. For comparative evidence of negligible effects in rich Western nations, see Ekert (1986). For
evidence of small fertility effects of family policies in less-developed countries of Eastern Europe, see
Buttner and Lutz (1990).

15. It is common among workfare programs for even the most cost-conscious administrators to
exempt up to half or more of the recipients from participation in state and local welfare-to-work
programs. And typically at the end of three years, well over half of the participants remain without
jobs. In one of the strongest get-to-work-now programs in �iverside, California, of the one-third
who were exempt, 58% suffered from physical or mental health problems, 26% had a “family crisis,”
7% had problems with child care or transportation, 7% had “legal” problems, and 2% were excused
because they had only recently lost a job (Maynard, 1995, pp. 112 – 114). The 20% exemption limit
imposed by the welfare reform of 1996 ignores these realities as well as labor-market realities.

16. I am grateful to Judith Gueron for helpful comments on this section.
17. By making part-time work pay even better than full-time work, the MFIP also recognizes the

welfare mother’s need and desire to take care of her children. Minnesota hopes that this combination
of part-time work and welfare will be a stepping-stone to full-time employment.

18. Gary Burtless (1995, pp. 77 – 78) found that among 25-year-old respondents to the National
Longitudinal Survey of Youth who had received welfare in all of the previous 12 months, 72% scored
in the bottom quarter of the Armed Forces Qualification Test. Judith Gueron (1995, p. 5) notes that
a survey of people who were targeted for the JOBS program “ . . . shows that between a quarter and
half lacked prior work experience, at least a third had extremely low literacy skills, and more than a
quarter said they could not participate . . . because they or their child had a health or emotional prob-
lem.” And the survey excludes AFDC recipients who were not currently subject to the JOBS work
mandate because of still worse handicaps.

19. The accent is on working partner. A nonworking partner who shares the mother’s handicaps
cannot be of much help. Confirmation comes from the first-year record of the reform bill of 1996.
On the assumption that two-parent families will be easy to force into low-wage work, the bill re-
quired work from 75% of them by October 1, 1997. States that fail to meet this goal (or the goal of
25% for single parents) can lose up to 5% of federal welfare money. About half the states failed to
meet the 75% goal. California, which by the deadline had put only about 20% of the two-parent wel-
fare cases into required work, reported that about half of these families are refugees with severe 
linguistic-cultural barriers. Once again the crackdown enthusiasts rediscovered that even the properly
married poor are more disadvantaged than they had imagined; large numbers have physical or men-
tal disabilities, language deficiencies, drug or alcohol problems, criminal records, or scant work histo-
ries. (New York Times, October 1, 1997.) While only 7% of the nation’s caseload is two-parent fam-
ilies, they still provide a symbol in the politics of welfare. State workfare failures became an issue at
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the end of 1997: should the sanctions be stiffer (welfare bums and their wives are slacking off, states
are not trying), or should the federal government relax the rules (get real)?

20. For example, in a Columbia University study of 200 fast-food workers in central Harlem, a
poor minority neighborhood, each opening for a fast-food job typically brings 14 applicants. The
restaurants favor single or married men and women with some job experience and a high-school
diploma but no children, who are referred by personal networks (e.g., legal immigrants) or commute
from distant, less-disorganized neighborhoods. By all these criteria most welfare mothers cannot com-
pete; under workfare deadlines they join the back of a very long employment line (Newman, 1995).
If, as in this example of fast-food jobs, welfare mothers do not often displace the working poor, they
may do so in still less attractive jobs such as cleaning lady, and, more important, they increase the sup-
ply of very cheap labor, which in the absence of unions is a drag on the wages of low-skilled work-
ers. Consistent with this is a BLS report of a four-year reversal of the long-term decline in the wage
gap between men and women (New York Times, September 15, 1997). It may be too early to tell how
much of this is due to welfare mothers flooding the low-wage job markets, but the four years do par-
allel the acceleration of state-mandated workfare, 1993 – 97.

21. I view means-tested programs like AFDC as noncategorical, despite the notion that they are
claimed by social right. In the United States the right to AFDC as well as the amount and duration
of benefits are hugely variable — not only from state to state but also within states according to the
discretion of administrators and welfare workers as they interpret and apply complex rules. That the
welfare reform of 1996 took away this highly ambiguous right to AFDC and further increased state
autonomy is not a great change from the previous situation. I prefer to reserve the term categorical
for simpler statuses such as age (pensions), family size (family allowances), military service (veterans’
benefits), taxable income, or even disabilities where the presumption of right is in favor of the client.
If the presumption of social right is aggressively negative, it is a right in theory not practice.

22. Based on number of months in which single mothers were eligible. The non-takeup rate for
eligibility spells was much higher: most women who ever become eligible do not claim either AFDC
or food stamps (Blank and �uggles, 1993, p. 36).

23. Figures calculated from Atkinson (1991, pp. 24 – 25) and the 1996 Green Book, tables 8-25
and 8-27.

24. The Supreme Court decided 12 statutory AFDC cases between 1968 and 1975 alone—and
this is the tip of an iceberg composed of lower court decisions often at odds with one another and
with the Supreme Court. And from 1967 to 1997 a large and increasing number of court rulings on
means-tested programs have been overturned by Congress. (Melnick, 1994, pp. 253 – 255, 262 – 264.)

25. These figures are only roughly comparable. They are based on our own estimates from na-
tional statistical abstracts, government documents outlining eligibility and coverage, monographs,
books, and other sources discussed in appendix F. They are expenditures, not a ranking of laws or ad-
ministrative rules. Nevertheless, they match the country descriptions of means testing in the rest of
this chapter. I am grateful to Susan Hahn and Mina Silberberg for their dedicated assistance in this
arduous task.

26. A four-country comparison of long public assistance spells among single mothers provides
confirmation (Gottschalk, McLanahan, and Sandefur, 1994, pp. 95 – 96).

27. I am grateful for Brenda McLaughlin’s assistance in assessing and processing data for this sec-
tion and for conversation with Stanley Henshaw clarifying methods used in Jones et al. (1986) to ar-
rive at cumulative birthrates for teenagers.

28. The cross-national data on income distribution and poverty come from the Luxembourg In-
come Study (LIS): �ainwater (1994, tables 5 and 6); and Atkinson, �ainwater, and Smeeding (1995,
table 2). Using the National Longitudinal Survey of Youth, 1979 to 1989, Lawrence Wu (1996)
demonstrates that for the United States low income, declining income, and frequent changes in fam-
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ily of origin structure are each associated with significantly increased risk of premarital births. Poverty
and family instability are both powerful and independent predictors of a first birth out of wedlock.

29. Japan’s abortion rate of 84 is extraordinary. In fact, Japanese women, especially older married
women, have long used abortion as a major method of birth control; at the time of these measures,
the pill had not been approved for contraception use and sterilization was rare; there were more abor-
tions than live births, although this pattern is gradually declining with the continuing modernization
of Japan. The abortion rate for Ireland is based only on Irish residents who obtained abortions in
England and gave an Irish address—probably an understated figure.
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9

BUREAUCRATIC 
EFFICIENCY AND BLOAT

As we have seen, the expansion of the welfare state (especially the adoption of similar types
of programs, rising levels of spending, increasingly comprehensive coverage, and even meth-
ods of financing) is strongly affected by continuing industrialization and its correlates—an
aging population, expanding bureaucracies, changes in family structures, increased mobility
and the push for equality, and the increased responsiveness of political elites to an enlarged
and more vocal electorate. We have also seen that national differences in types of political
economy (corporatist, corporatist-without-labor, and least corporatist), the power of mass-
based political parties (Catholic and left), and the intensity of minority-group cleavages 
explain many of the remaining differences among countries equally rich—differences in
aggregate spending, sector spending, program emphasis, family policy, the accent on uni-
versality or on targeting benefits to the poor (which in the few countries that accent heavy
means testing in the end results in a welfare mess).

A final piece of the picture is national differences in the size and efficiency of public
bureaucracies delivering the cash and services of the welfare state. The first puzzle we en-
counter is the very loose connection of government civilian employees and social spend-
ing. Table 9.1 ranks countries by welfare effort and shows nonmilitary public employees as
a percentage of the civilian labor force. Five of the eight welfare-state laggards—United
Kingdom, New Zealand, Australia, Canada, and the United States—have larger bureaucra-
cies than their social spending would suggest. Conversely some of the big spenders, notably
the Netherlands, France, and West Germany, have lean bureaucracies. The notion that con-
tinental Europe has a penchant for big government while the rest of us resist it does not
stand up to data on the size of public bureaucracies.

Economies of Scale

One explanation might be that big spenders achieve economies of scale. To test that idea
I devised two crude measures of efficiency and of bureaucratic bloat. If “efficiency” is in-
dicated by how many employees it takes to deliver a given value of service and cash, then
we can measure it by dividing the broadest comparable measure of social spending—social
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security plus education in constant 1974 U.S. dollars—by the number of government civil-
ian employees.

The second measure, which I shall call “bureaucratic bloat,” attempts to relate the size
of the public bureaucracy to what people are getting from it in much the way citizens
themselves might evaluate the size of government. Thus, we use the ratio of public-
civilian employees as a percentage of the labor force to the per-head expenditure on social
security and education in constant 1974 U.S. dollars—an indicator of what individuals re-
ceive from the welfare state. (See appendix J for measures.)

These measures of efficiency and bloat have two limitations. First, by using the dollar
price of cash and services processed, they include differences in the pay of public employ-
ees; those countries that pay civil servants most, possibly because they have strong public-
sector unions, may come out more efficient just because they pay higher salaries. Second,
the big spenders may also spend more on health and education—the two most expansive
and labor-intensive sectors of the welfare state (Wilensky, 1975, 1985; �ose, 1985b,
pp. 8 – 13.) These limitations are not fatal, however. Differences in salaries are not a very
large component of the very large differences among these 19 countries in aggregate spend-
ing. For instance, Japan spent only 11% of its GNP on social security in 1980 while Swe-

  . Although there is some correlation between social spending and government employ-
ees as a percentage of the civilian labor force in 1980 (r � .34), three of seven big spenders have
few public employees, while five of eight lean spenders have many public employees

Sources: Social spending from ILO, The Cost of Social Security, Eleventh International Inquiry, Basic Tables
(Geneva, 1985). For sources of data on nonmilitary government employees, see appendix J.
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den spent over 33%; the per capita spread was about five to one. Both these measures show
even higher spreads for earlier years. And we can deal with labor intensiveness separately;
we shall see that although health and education spending has had an independent effect on
the size of public bureaucracies in recent years, that impact is not as strong as the impact
of types of bargaining arrangements and left political parties.

Table 9.2 shows the rank orders of efficiency and bureaucratic bloat for the three years
for which the data are most complete and comparable. In brief we see that seven of the
eight welfare-state leaders of 1966 – 74 (Sweden, Denmark, Netherlands, France, Belgium,
Germany, Austria) tend to rank high to medium in efficiency (Italy is the one exception);
and four of the eight big spenders are low in bureaucratic bloat (the exceptions are Aus-
tria and Italy, which were medium in bloat all along, and Sweden and Denmark, which
rose to medium by 1974). Conversely, five of the nine welfare-state laggards are low in effi-

ciency and high in bloat (United Kingdom, New Zealand, Australia, Ireland, Israel).
Switzerland is a clear exception; it runs its lean welfare state as efficiently as it does its banks.
And the ambiguous cases of Japan, Canada, and the United States are partial exceptions;
they are low to medium in efficiency, as expected, but as their welfare states expanded they
moved down to medium in bloat by 1974, a bit faster than expected. This table is strong
confirmation of the hypothesis that at high levels of development the welfare state—like
an insurance company with a broad base of clients—enjoys economies of scale.

Tables not reported here show that from 1966 to 1978 there was a general trend toward
larger size, and from 1966 to 1974 greater efficiency and reduced bloat. They are consistent
with my previous analysis of the almost universal expansion of the welfare state, more re-
cently at a decelerating rate (chap. 5; Wilensky, 1965, p. x; and 1975). Here are the findings
based on absolute scores, not on the relative rankings for each year reported in table 9.2:

. All 19 countries moved up in their public employees’ fraction of the labor
force except Canada, which moved slightly down from 18.9% in 1971 to
17.6% in 1978 and the United States, which had a similar move from 15.6%
to 14.9%. If these small changes are not merely measurement error, they
suggest a mild North American exception. In the 1980s, the growth in pub-
lic employees’ share continued in almost all countries but at a slower rate.1

. All 19 countries increased efficiency from 1966 to 1974. All increased effi-

ciency from 1971 to 1974 except for Austria, Denmark, and Canada.

. All countries decreased in bureaucratic bloat from 1966 to 1974 except for
Denmark and Austria.

Explaining Convergence and 
Divergence in the Size of Bureaucracies

Obvious economies of scale aside, let us now apply the general model I have used to ex-
plain national differences in social spending to the problem of differences in the size of
public bureaucracies. Combining sources of convergence—industrialization (affluence mea-
sured by GNP per capita) and its structural correlates (measures of mobility and meritoc-
racy)—with sources of divergence or differences—types of political economy (corporatism
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and party power) and enduring social structures (minority-group cleavages)—we arrive at
the causal model shown in figure 9.1.

The rationale in brief: The richer a rich democracy becomes, the greater the need and
demand for public services and the larger the share of public employees in the labor force.
Affluence (not only growth rates but sheer economic level) changes the occupational and
industrial composition of the labor force, expands higher education, and thereby increases
mobility opportunities for the less privileged (minorities, women, and working-class chil-
dren). At the same time, by changing family structure and increasing female labor-force
participation, continuing industrialization also reduces fertility, increases family instability,
expands the aged population, and thereby creates pressure for expansion of the welfare state,

  . �ank orders of efficiency and bureaucratic bloat for ninteen countries

aTotal social security plus education delivered per civilian public employee, based on constant 1974 U.S.
dollars. See appendices C and J. High rank � high efficiency.

bThe ratio of the size of the civilian public bureaucracy to its social output, measured in constant 1974
U.S. dollars. See appendices C and J. High rank � much bloat.
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including a self-expanding bureaucracy (see chaps. 5 and 7). As rich countries converge in
their levels of affluence, continuing industrialization as a source of differences in the size of
public bureaucracies should become less important than structural differences among na-
tions, although past differences in timing and rate of industrialization should leave their
legacy and retard convergence.2

Independent of affluence, in some countries, internal social cleavages based on descent
(racial, religious, ethnic, linguistic) create a further demand for separate but equal government
services (e.g., government-supported minority-based schools and curricula, cultural and recre-
ational services) as well as conflict-resolution agencies (e.g., an equal opportunity, antidis-
crimination apparatus). Even in the United States, the democracy with the strongest tradition
of state-church separation where “separate but equal” has been declared unconstitutional, we
see an increase in state support for religious and other “private” schools and social services.

Corporatist bargaining arrangements should have their own independent effect. The
more corporatist, the less bureaucratic bloat because of (1) more centralized decision mak-
ing and thus fewer local and regional government employees; (2) more reliance on cash
transfers or universal categorical benefits, less on means-tested, heavily policed benefits; and
(3) better human resource planning and lower public assistance costs (with their stigma, ex-
aggerated abuse, and welfare bureaucracy). (For elaboration see chaps. 2 and 8.)

Offsetting the corporatist brake on public-sector expansion would be left power: clearly
left parties are committed to government intervention to achieve equality; the more they
participate in government, the more responsive those governments will be to demands for
public-sector expansion. Thus left-corporatist countries should have more public employ-
ees than others; more-decentralized political economies with some left power should also
score high.

Inspecting table 9.2 we see that the top eight in efficiency are all corporatist democra-
cies, with or without the full inclusion of labor (Denmark, a minor exception, falls to 10th
in 1974) while five of the bottom six in efficiency are decentralized, least-corporatist
democracies. Conversely, five of the top six in bureaucratic bloat are all least corporatist
while the seven least bloated are all corporatist. ( Japan, with low efficiency and medium
to high bloat, is the exception.)

Affluence

Corporatism
With Left Power

Minority-
Group

Cleavages

�

�

� �

�

�

�

Labor Intensive 
Services

Mobility and 
Meritocracy

Large % 
of Public 
Employees

Figure 9.1. Industrialization and types of political economy as sources of bureaucratic bloat
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Using multiple regression analysis and multivariate tables we can test hypotheses about
the size of public bureaucracies. In general, we find that for the late 1960s both industri-
alization and its mobility correlates and types of corporatism and party power explain na-
tional differences in the public employees’ share of the labor force. But by 1980, with the
continued convergence of rich countries, with the growth rates of the least rich gradually
closing the gap between themselves and the most rich, per capita GNP and some of the
mobility variables lose their effect while left power, minority-group cleavages, corporatism,
and, to a lesser extent, labor intensiveness retain their effect.

Table 9.3 shows the interaction in the late 1960s of all these variables except labor in-
tensiveness, which I shall discuss later as we consider the late 1970s and early 1980s when
it becomes more important. The strongest predictor of public employees as a fraction of
the labor force in 1966 and 1971 is affluence (r � .53). Among the 10 countries with the
highest GNP per capita in 1966, only 3 rank low in public employees; of the 9 least-rich
countries, only 2 (United Kingdom and Austria) rank high in public employees. Three
correlates of continuing industrialization that measure an emphasis on meritocracy are also
significantly correlated with public employees—high mobility rates out of the working class
(r � .52), higher education expenditures per capita 1965 – 71 (.50), and working-class sons
and daughters as a percentage of higher education enrollments (.44)—and even more
strongly correlated with one another, suggesting their coherence as a measure of a society’s
emphasis on mobility and equality of opportunity. Confirming the validity of these indi-
cators of meritocracy is their positive correlation with means-tested public assistance ex-
penditure per capita, a measure of a society’s eagerness to stigmatize the poor. As I have
noted elsewhere (Wilensky, 1975, pp. 54 – 57), the upwardly mobile workers or minority
members of the middle mass look upward and across, not down, so they project their po-
litical resentments onto lower strata. As they scramble up the ladder, they are less inclined
to extend a helping hand to those below than to give them the heel of a boot. The more
mobility and meritocracy among the middle three-fifths of the population, the less their
solidarity with the poor.

Although data on intergenerational mobility are limited to 14 countries, table 9.3 shows
that 4 of the 5 countries with the highest mobility rates (Canada, Australia, United States,
United Kingdom) all have high or medium-high minority-group cleavages and rank high
in public employees as a percentage of the labor force. Of the 6 countries lowest in mo-
bility rates (Denmark, Norway, Belgium, Japan, West Germany, and Italy) 5 rank low or
medium-low in minority group cleavages (Belgium is the exception) and 4 rank low in
public employees (Denmark and Norway are the exceptions). In other words, the public
sector provides channels of mobility for minority groups who therefore fight for public
sector expansion. The public sector everywhere accommodates the mobility aspirations of
minority groups. There are no countries with high mobility and low cleavages; and only
one with low mobility and strong cleavages (Belgium).

Once again we see that rich countries, as they get richer, expand the public sector, a
product of continuing industrialization. But the centralized bargaining structures of corpo-
ratist democracies are a brake on public-sector expansion while minority-group cleavages
foster such expansion. There is a Scandinavian exception: Sweden, Denmark, and Norway
are deviant cases—low in ethnic cleavages, medium to low in mobility, but high in 
public employees. The explanation lies in the interaction between strong left parties and

Wilensky_CH09  3/14/02  1:51 PM  Page 349









 
.

A
ffl

ue
nc

e 
an

d 
de

ce
nt

ra
liz

at
io

n 
cr

ea
te

 a
 n

ee
d 

an
d 

po
lit

ic
al

 p
re

ss
ur

e 
fo

r 
jo

bs
 i

n 
th

e 
pu

bl
ic

 s
ec

to
r;

m
or

e 
co

rp
or

at
ist

 c
ou

nt
ri

es
 h

av
e 

fe
w

er
 p

ub
lic

 e
m

pl
oy

ee
s

as
 a

 p
er

ce
nt

ag
e 

of
 t

he
 c

iv
ili

an
 l

ab
or

 f
or

ce
(1

96
6 

an
d 

19
71

).
A

t 
th

e 
ex

tr
em

es
,t

he
 m

ob
ili

ty
 a

sp
ir

at
io

ns
 o

f 
m

in
or

ity
 g

ro
up

s 
an

d 
le

ft
 p

ow
er

 a
dd

 t
o 

pr
es

su
re

s 
fo

r 
pu

bl
ic

-
se

ct
or

 j
ob

s.

a F
or

 d
efi

ni
tio

n 
of

 m
ea

su
re

s,
se

e 
ap

pe
nd

ic
es

 C
,

I,
an

d 
J.

b T
yp

es
 o

f 
co

rp
or

at
ism

:(
L)

 �
Le

ft 
co

rp
or

at
ist

,(
C

) 
�

C
at

ho
lic

 c
or

po
ra

tis
t,

(L
C

) 
=

 L
ef

t-
C

at
ho

lic
 c

or
po

ra
tis

t,
(W

) 
=

 C
or

po
ra

tis
t-

w
ith

ou
t-

la
bo

r.

Wilensky_CH09  3/14/02  1:51 PM  Page 350



Bureaucratic Efficiency and Bloat

351

corporatism. Among corporatist democracies, Sweden, Denmark, and Norway score among
the top five in cumulative left power since World War II. For these countries, strong left
power overcomes the constraint of centralized bargaining structures.3 Israel is the extreme
exception to all hypotheses but one: it is very high in ethnic cleavages and mobility and,
before Menachem Begin, was high in left power; but it remains low in public employees.
Its corporatist bargaining arrangements are not so strong that they could act as much of a
brake on public-sector expansion. Instead Israel’s extraordinary defense budget and its rank
as one of the least rich of our rich democracies doubtless accounts for the starvation of its
civilian public sector.

In sum, for the late 1960s we can interpret the interplay of affluence, decentralization,
minority-group conflict, and mobility as a strong force for public-sector job creation; con-
versely, corporatism, social homogeneity, less affluence, and less mobility combine to reduce
the rate of growth of public-sector employment. At the extreme, left power generates
added pressure for public-sector expansion as it has in Scandinavia, and, in their intermit-
tent periods of left rule, in the United Kingdom, New Zealand, and the United States,
whether they have strong minority-group cleavages or not.

The likely causal process is this: By changing the occupational structure, continuing in-
dustrialization fosters high mobility rates both in the worklife and between generations (see
chap. 1). Affluent countries with high mobility rates and strong minority-group cleavages
also generate a need and political pressure for jobs in the public sector, which, in turn, pro-
vide further mobility chances for minorities, women, and working-class children, a force
for still more public-sector expansion. Thus table 9.3 shows that all countries that combine
affluence with high mobility rates and strong social cleavages (United States, Canada, Aus-
tralia) rank high in public employees. Conversely, in the absence of both affluence and
strong minority-group cleavages all countries but one rank low in public employees (Fin-
land, Italy, Japan, Ireland). The exception is Austria: it is least rich and has low cleavages,
but public employees are abundant.

There are mild surprises in these results. It is widely assumed that an accent on mobil-
ity, equality of opportunity, and meritocracy favors the expansion of the private sector and
blocks the expansion of the public sector. That overlooks the political responsiveness of all
modern democracies to pressure from minority-group movements and working-class fam-
ilies for both equality of opportunity and equality of results. The earliest and most effec-
tive antidiscrimination action is government action. The first means toward that end is the
expansion of public-sector jobs for the less privileged, both in civilian agencies and the mil-
itary. Similarly, it is often assumed that statist regimes expand the public sector. But our data
show that while corporatist democracies, with their centralized bargaining structures and
labor inclusion, may have a penchant for taxing and spending, many of them save on the
personnel necessary to deliver the goods and hence cluster in the medium and medium-
low levels of public employment. Corporatist countries that keep labor at a distance save
the most on personnel; all three ( Japan, France, and Switzerland) score low in public em-
ployment. We have earlier seen two reasons for the greater efficiency of corporatist democ-
racies in general: they avoid the elaborate means-testing machinery of more-decentralized
regimes in favor of universal, categorical benefits; and their very centralization slows the
multiplication and growth of local and regional bureaucracies (see chaps. 2 and 8).
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By the 1980s, as expected, the power of economic level and its mobility and merito-
cratic correlates as an explanation for the multiplication of public employees faded away.
The distance between the most-rich and least-rich countries diminished, so the effect of
affluence lessened. Table 9.4 shows the interaction of the previous variables with one mea-
sure of labor intensiveness, health and education spending per capita added and per capita
GNP dropped.

Comparing tables 9.3 and 9.4, two countries, Belgium and Finland, change rank in em-
ployees from low in the late 1960s to high in 1980; everything else stays the same. We see
three major clusters: (1) the most-fragmented and decentralized democracies that have
strong minority-group cleavages (upper left corner of the table) are high in public em-
ployees (three have also experienced many years of left power); (2) of the eight corporatist
democracies with strong left power, six rank high on public employees whether they have
strong minority-group cleavages or not and five of the six are high to medium in labor-
intensive services; (3) the three corporatist countries that keep both labor and left parties
at a distance are all low in public employees ( Japan, France, Switzerland). There remain
five countries with low employees unaccounted for. Of these, three have weak cleavages
(Italy, West Germany, and Ireland); three rank quite low in labor intensiveness (Ireland,
Italy, Israel); only one, Israel, has strong cumulative left power not offset by stronger Cath-
olic power (and since Prime Minister Begin came to power in 1977 and was succeeded by
Prime Minister Netanyahu left power has eroded, bringing the exception into line).

Confirming these conclusions is a multiple regression analysis of the data on public em-
ployees for 1966 – 71, 1974 – 78, and 1980. Because this method permits neither as good
an examination of interaction effects as tables 9.3 and 9.4 do, nor any analysis of types of
corporatism, and because of the concentration of high employees’ ratios among countries
with strong minority-group cleavages (Britain, Britain abroad, and Belgium) and coun-
tries with weak cleavages (Scandinavia and Austria), regression analysis will understate the
importance of corporatism and minority groups and should be seen only as complemen-
tary to the tables above. The findings: Left power is significantly and positively related to
the size of the public bureaucracy in all three periods; the corporatism score is negatively
related (significant only for 1966 – 71). This confirms the finding that left-corporatist
countries hire lots of public employees but, after controlling for this effect, corporatism is
a constraint on that tendency. If we add each of the mobility and meritocracy variables
one at a time to equations including left power and corporatism, none is significant. In-
dependent of corporatism and left power, however, labor intensiveness does have a signi-
ficant positive effect on public employees’ share of employment. For instance, here is one
result for 1980 for 19 countries.

Dependent Variable Independent Variables Beta p
Public employees as % of civilian Corporatism score –.34 .17

labor force
Cumulative left power, .48 .04

1946–76
Education and health .48 .05

spending per capita, 1980
Adjusted �2 � .30
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The same equation without the deviant case of Israel increases the effect of left power
and decreases the effect of labor-intensive spending; it explains 35% of the variance.

The hypothesis that the expansion of health, education, and other labor-intensive pro-
grams was the main driving force behind the growth in public-sector employment from
1951 to 1980 (�ose, 1984, pp. 137 – 138; 1985b, pp. 8 – 13) must be viewed with caution.
First, the tables show that health and education spending per capita is a poor fourth as a
cause; for all periods before 1980, despite its correlation with the public employees share,
it washes out against the structural causes in all regression equations if we exclude Israel,
and in the 1980 table it is not very impressive. Second, if we use other measures of labor
intensiveness, we get mixed results. For instance, one can see a rationale for two alternative
concepts and related measures of labor intensiveness. One is the ratio of health and education
to all other social spending (including such heavy cash outlays as pensions). The idea is that
elites, for whatever reason, are emphasizing these labor-intensive sectors and creating a de-
mand for health and education personnel; and then the supply of college graduates, teach-
ers, and medical specialists expands, creating its own demand. Unfortunately this measure
is completely unrelated to the public employees’ share of employment for any period. The
other is a similar measure, health and education spending as a fraction of GNP. The idea behind
this measure is that elites consider economic-growth and revenue projections, the state of
the economy and other economic constraints, previous budgets, and current political de-
mands and then they allocate scarce resources, creating a demand for personnel; the supply
of personnel creates further demand. Here the results are similar to those for per capita ex-
penditures on health and education; in all regression equations that eliminate Israel as an
outlier these “effort” variables (social spending/GNP) have either no significant indepen-
dent effect on the size of public bureaucracies or the effect is less than that of left power.
In short, the hypothesis that an accent on labor-intensive services accounts for expansion
of public employees is quite weak.

Instead, as our tables have shown, the interaction of three forces—types of political
economy, political parties, and minority-group pressures—is the best explanation for the
most recent data on national differences in nonmilitary public employees as a percentage
of the civilian labor force for 19 rich democracies.

Insights from the Cases of the 
United States, Canada, and Italy

The case of the United States illustrates how these conclusions play out in a decentralized
system with great affluence, strong minority-group cleavages, high rates of occupational
mobility, and, for some periods between 1946 and 1980, considerable left power in Con-
gress or the White House or both, as well as in many states and metropolitan areas. De-
spite its late start in expansion of the civilian public bureaucracy, the United States had
reached a medium level by 1980 (about 15% of the labor force, although some estimates
put it a bit higher). As we have seen in chapter 1, the interplay of social movements for
equality and government coercion is a powerful force for expanding opportunities for
women and minority groups. Thus, fair employment practices commissions such as those
of the 1940s and 1950s and affirmative action programs such as those of the 1960s on have
clearly expanded minority representation in middle and upper-middle layers of the United
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States; the civil rights movement and its institutionalization in such agencies as the Equal
Employment Opportunities Commission (EEOC) accelerated the trend. The occupational
integration of blacks—their penetration of middle and upper-middle professional and tech-
nical jobs—proceeded faster in the prosperous periods of World War II and 1960 – 73 than
in the slumps of the 1950s, mid-1970s, or early 1980s. But there was more than the busi-
ness cycle at work. The armed forces during and after World War II led in occupational
integration (Moskos, 1966). And most of the civilian gains since World War II have been
in occupations in which a large portion of the nonwhites are hired by government (Wilen-
sky, 1965, pp. xxxvi–xxxvii; and Wilson, 1978, pp. 102 – 104). All of this suggests that vig-
orous antidiscrimination policies can make it too expensive for employers to stick to the
older ascriptive networks (white ethnics, WASPs).

Public bureaucracies that are new or innovative are especially hospitable to minority-
group ambitions—in the United States it is the Labor, Housing and Urban Development,
and Health and Human Services departments, not State or Treasury, that led in expanding
minority-group opportunities, as did the planning and welfare agencies in large urban areas,
where minority politicians won office. Often city governments employ black and Hispanic
professionals and skilled workers at double their fraction in the general labor force (Pascal
and Menchik, 1980, p. 301).

Canada provides a similar case of interaction between social movements based on 
minority-group interests and government pressures. Before the rise of French nationalism,
Anglophone employers typically preferred English-speaking Protestants to Francophones
for supervisory and managerial positions (Hughes, 1943). After four decades of agitation
for Francophone equality and the recent rise of separatist movements and politicians in
Quebec, the tables have been turned: Anglophones in Quebec must now speak French in
workplace and community; in Ottawa, French fluency gets you points for promotion. In a
systematic study of men aged 25 – 45 at midcareer in five agencies of the Canadian federal
administration, Beattie (1975) demonstrated the effect of this social movement on career
development among Francophones. Although by 1965 older unilingual Francophones were
still suffering disadvantages in both salary and career mobility in “English” organizations,
young minority men were doing as well or better than their majority counterparts (hold-
ing constant level and type of education, linguistic skill, age, and seniority).4 In private and
public sectors alike the effects of political pressure on managers’ cost calculations are plain.

Again, as in the United States, it was the newer, more innovative agencies of Canadian
government that first opened up high-level positions to Francophones. In the 1960s while
the routine agencies (State, Public Works, Taxation, Division of National �evenue) concen-
trated Francophones in routine jobs, the more “creative” agencies (Departments of Finance
and Agriculture) opened the way for Francophone agricultural scientists, economists, lawyers,
and administrators, most of them assimilation-prone Quebecois (Beattie, 1975, chap. 5).

The United States epitomizes the public employment expansion typical of a decentral-
ized, fragmented political economy. Consider the trends in public-sector jobs by level of
government. The historic growth in the federal share of both public spending and public
civilian employment, up to 1949, has reversed with federal spending going down from 66%
of total government spending in 1949 to 56% in 1979 while federal civilian employees as
a fraction of total public employees declined from 34% in 1949 to 18% in 1977—a much
swifter drop in federal share of employment than of spending. Conversely, the state share
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of spending increased from 13% in 1949 to 18% in 1979; while the local share increased
from 21% to 26%.5

Again, the state and local share of public employees burgeoned—from 51% (3.1 mil-
lion) local employees in 1949 to 59% (9.1 million) in 1977 (increasing by a factor of over
1.9) and from 16% (1.0 million) state employees in 1949 to 22% (3.5 million) in 1977 (in-
creasing by a factor of 2.5). (Pascal and Menchik, 1980, pp. 293 – 294.)

As in our 19-country comparison, we encounter a disjunction of growth in spending
and growth in employees, with the lean spenders less efficient and more bloated. This may
be explained by the structures and functions of American state and local governments. The
functions are far more labor intensive than the civilian functions of the federal government
and represent much more of a bureaucratic maze: the lion’s share of state and local spend-
ing is on education, welfare, health, and transportation with health and especially welfare
(AFDC, now TANF) increasing disproportionately. The welfare mess discussed earlier re-
quires a burgeoning bureaucracy as does the effort at welfare reform.

American local government presents another paradox for “Wagner’s Law” which holds
that as per capita income rises, the government share of that income rises: in fact, the mul-
tiplication of some kinds of bureaucracies restrains spending while the growth of other
types increases it; yet almost all of them multiply personnel, more in keeping with Parkin-
son’s law.6 Our free-enterprising spirit in government has meant that local governmental
units metastasize. In 1982, beyond the federal and state governments there were 82,290
government units below the state level—38,851 general-purpose governments (about 3,000
counties, 19,000 municipalities, 17,000 township and town governments), 43,439 single-
function units (almost 15,000 school districts—with consolidation a sharp drop from over
50,000 in 1957), and 28,588 special districts (especially sanitary, drainage, transportation,
environmental control, soil conservation districts—a sharp increase from only 14,405 in
1957). (Aronson and Hilley, 1986, p. 76.) The Chicago metropolitan area alone contains
more than 250 municipalities, each duplicating or overlapping the services of the others.
Overlapping these governments are 835 special districts, which typically have a monopoly
over one function.

Insofar as government structure affects spending, the proliferation of special-purpose
units accounts for most of the rapid rise in local expenditures (Eberts and Gronberg, 1988).
They have a monopoly over the service they provide, and because they are on average
larger than townships, municipalities, or counties, they can exercise this monopoly power
effectively. Their competition is confined to a scramble for state, federal, and private bud-
gets and grants, not for the cheapest service or lowest tax level. The overlapping labyrinth
of special districts stimulates local spending. In contrast, the general-purpose governments
within a county or metropolitan area reduce the share of personal income going to the
local government; these central cities, suburbs, counties, and townships are in strong com-
petition with other units providing similar services to the same market. For instance, adja-
cent counties or suburbs in a metropolitan area each subcontracts ambulance services or
garbage collection; several townships do the same; they all require competitive bids, thereby
keeping costs down.7

Thus, as Eberts and Gronberg demonstrate in a study of 218 U.S. metropolitan areas
(1988, pp. 6 – 7), the competition among local general-purpose governments constrains local
spending. From the data on public employees, however, I infer that although they differ in
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their effects on spending, both single- and general-purpose units in the United States have
coped with their troubles by expanding personnel, especially administrators, planners, and
coordinators.

We can expect that these trends in the structure and functions of state and local gov-
ernments will move the United States and countries like it from medium to high levels of
labor intensiveness in the provision of services.

In the United States, as elsewhere, affluence and left power count. The expansion of the
public bureaucracy took place while the United States became the richest country in the
world and despite an ideology allegedly hostile to big government. It was speeded up by
Democratic Party regimes under FD�, Truman, Kennedy, Johnson, and to a lesser extent,
Carter. Intense racial-ethnic-religious conflict hastened the growth, with the Democrats
most responsive to minority-group pressures and mobility aspirations.

In the 1980s, paradoxically, these trends accelerated under the �eagan-Bush adminis-
tration. Despite the skillful orchestration of President �eagan’s antigovernment, antitax-
ing, anti–social spending ideology, his main impact on personnel was to continue the ex-
pansion of the bureaucracy at every level. In Washington he sharply increased the
number of Defense Department employees and reduced employment in Health and
Human Services, Housing and Urban Development, Transportation, Interior, and Com-
merce, and so on (for a net increase of about 7% in total federal civilian employees be-
tween 1981 and 1988) while dumping federal functions and the responsibility for pay-
ing for them onto state and local governments, thereby ensuring that the states, like the
federal government, would eventually face a fiscal crisis. It was not until the election of
President Clinton that the trend in federal government employment was reversed. His
zeal for “reinventing government” resulted in a cut in total federal employees from
2,969,000 in 1992 to 2,870,000 in 1994. By another measure (federal executive branch
civilian employment per 1,000 population including post office employees, part-time,
full-time, and temporary workers) Clinton achieved a record low of 11.2 by 1994 com-
pared to the high of 14.7 under President Nixon in 1969 (U.S. Office of Management
and the Budget, 1996a, p. 245).

By the early 1990s many states were well along in the process of dumping their ex-
panded responsibilities onto the counties and municipalities (Gold, 1995b, 1995c). This
took the usual form of mandates without money: governors and state legislators, inton-
ing the slogans about “decentralization,” “local participation,” and a level of “govern-
ment closest to the people,” were telling localities to do more to meet the needs of cit-
izens, especially in health, welfare, and the environment. True, they simultaneously shared
some state revenues, but in amounts that nowhere near offset the new local burdens and
the rate of cost increases. The inevitable result: an early 1990s combination of local fiscal
crises and bureaucratic expansion. Thus, even in the recession year of 1990 – 91—and de-
spite workforce reductions in many northeastern states—overall state employment in the
United States rose 1.3% while local government jobs jumped 2.1%. (Wall Street Journal,
September 3, 1991.) Even after most states had gone into surplus and used it to cut taxes,
sales taxes in cities and counties climbed to record levels in 1996 (Wall Street Journal,
January 21, 1998).

The latest twist on this game of the downward shift of responsibility was the welfare re-
form law of 1996. The bill’s advocates claim that it will pare welfare spending by $54 bil-
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lion over five years. The bill replaces Aid to Families with Dependent Children (American
“welfare”)—a federal/state-funded entitlement program with federal standards—with block
grants to 50 states frozen at minimum of 80% of fiscal 1994 levels, with wide state latitude
in allocating the money.8 It ends the categorical guarantee for all qualified poor families, and
it places a five-year lifetime limit on benefits and a two-year deadline for participating in
work activities before a welfare cutoff (see chap. 8 for other restrictive provisions).

Chapter 8 and chapter 7 discuss the social and political effects of these repeated cam-
paigns to clean up the welfare mess; chapter 12 explains why they are a drag on economic
performance. In the present context, the consequences of the welfare reform of 1996 for
bureaucratic bloat are clear: more of it. Decentralizing welfare standards, giving almost com-
plete discretion in allocating money to 50 states, and freezing the level of federal funding
for welfare (whatever the increase in population; the cost-of-living, recession-induced
poverty; or the severity of social problems) will have the usual effects: the multiplication of
already large state bureaucracies. Frontline employees in each state and community will have
discretion in allocating a dwindling supply of real cash and services to particular families,
using their case-by-case judgment but trying to fit their decisions to state rulebooks whose
eligibility and benefit criteria will metastasize. Added supervisory layers above the front-
line will be necessary to control spending, prevent relaxation of the ever-changing rules,
and minimize fraud and abuse. Because of the inevitable arbitrariness of the frontline de-
cisions, which a recession would make more arbitrary by the intensified money squeeze, in
many states there will be appeals procedures and administrative law judges (cf. Mashaw,
1988, pp. 153). Welfare-rights organizations will become more numerous so lawsuits chal-
lenging denial of benefits can be brought to court in the grand old American way.

Even if the states decide to cut welfare cases in half and reduce the number of welfare ad-
ministrators and eligibility checkers, other parts of the local bureaucracy will grow—for ex-
ample, personnel in homelessness programs, in emergency room medical care, in foster-care
programs, in police departments, courts, and prisons—to cope with the pathologies of in-
creased poverty, family disruption, and crime (see chap. 14 on mayhem). In the event that de-
spite reduced funding some states choose to tackle the real problem of the highly visible, un-
popular welfare population with education, training, job creation, “workfare,” child care,
nutrition, medical care, and the like, they will require more personnel than they now employ
and much more money. This is already apparent in the cost of workfare programs in the few
states making sustained efforts not only to cut the rolls but to reduce poverty (see chap. 8).

In short, decentralizing welfare planning and administration and cutting the resources
going to the poor does not mean cutting the staff needed to process claims and monitor el-
igibility decisions. As in the past, the combination of more means testing and harsher eligi-
bility criteria will bring an expansion of the local welfare bureaucracy. The economic growth
and reduced unemployment of the few years after the welfare reform was passed have restored
state budgets; any reversal will produce a budget squeeze, witness the year 2001.

To the extent that corporatist democracies decentralize their government structures, they,
too, can join the leaders in bureaucratic bloat. The case of Italy since the early 1970s illus-
trates this effect of decentralization. In 1970 and then again in 1972, 1974, and 1977 the
Italian government restructured its public sector by shifting major functions in health, social
services, transportation, agriculture and forestry, and vocational education from the central
government to 15 new regional governments with broad powers and substantial financing;
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the regional governments then transferred health and social service functions to local gov-
ernments. Although they differ greatly in their efficiency (Putnam, 1988), these decentral-
ized units have had one clear effect: the growth of government accelerated rapidly. While
the reform shifted expenditure responsibilities downward, it did not extend taxing powers
downward. It established a system of revenue sharing similar to that in the United States.

With central financing and decentralized spending, and despite a freeze on hiring in the
health sector after 1974, the result was predictable: both total spending and the public em-
ployees’ share of employment grew rapidly. Starting in 1960 from a below-average 7.8% of
total employment including the military and some public corporations, the Italian-public
employees’ share grew to 14.9% by 1982 (Fraschini, 1984, p. 404).9 Just after the devolu-
tion, in the five years from 1976 to 1981, local public employment expanded by almost
20% (calculated from Cassese, 1983, p. 379). Adding impetus to this growth was a 1977
law giving regional governments subsidies to hire unemployed youths in public-sector jobs
in six southern regions—in conception comparable to American affirmative action for mi-
norities, and in result, a similar expansion of public employment.

Of course, what I have called “bureaucratic bloat” has its upside. To expand public em-
ployment via decentralization is to improve career chances for the least privileged—women,
minorities, sons and daughters of poor parents. And to decentralize labor-intensive services
is to facilitate flexible adaptation to local community needs. Moreover, an increased num-
ber of public employees may often enhance the quality of service: more workers at the De-
partment of Motor Vehicles or the local social-security office reduce waiting lines; more
fire stations and more police on the street may increase both safety and the public’s sense
of safety; more maintenance and repair personnel for sewers, roads, and electrical-power
lines obviously can improve response time for those services; more workers in parks and
recreation may improve the quality of leisure time in a society where one in five of those
employed full- or part-time work odd hours (calculated from Mellor, 1986, pp. 17 – 18)
and flexible schedules are increasing. On average and despite Parkinson’s law, an understaffed
local agency cannot deliver as high-quality service as can an overstaffed agency.

But as we have seen, government decentralization is decidedly no road to bureaucratic
efficiency.

Notes

1. A study of public employment in 13 of our 19 counties—all members of the European Com-
munity—appeared after I completed my analysis. It covers the 1980s and confirms this picture of
continued growth. Using a different measure (public-sector employment as a share of total employ-
ment, including the military) and a French figure much larger than ours (appendix J discusses such
discrepancies), Anthony Ferner (1994, p. 57) shows that the average annual growth rate of public em-
ployment slowed from 1979 to 1989, but the public share in employment climbed in all countries
except Ireland and the UK, where it reversed slightly in the late 1980s. Sweden, the leader in the
public share of employment, showed zero growth in that share in the period 1984 – 90.

2. Latecomers like Japan and Germany have some advantage beyond the privilege of losing
World War II and hence avoiding the military featherbed. Actually, while all 19 countries were get-
ting richer, the 6 countries that moved up fastest in GNP per capita from 1966 to 1980 (West Ger-
many, Austria, Japan, Belgium, Norway, the Netherlands) were all either late industrializers, losers of
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the war, or suffered great damage or all three, while the 4 countries moving down most in relative
GNP per capita (USA, Canada, Australia, New Zealand) were winners in World War II and suf-
fered minimal physical damage. That rich democracies are nevertheless converging in their riches is
suggested by data comparing the distance in the average GNP per capita between the four richest
countries and the average for four least-rich countries from 1950 to 1980. The ratio of the averages
went down from 4.8 in 1950 to 3.5 in 1960, 2.7 in 1966, and 2.5 in 1980.

3. Confirmation of this part of my analysis comes from a study by Masters and �obertson (1988).
They analyze public employment expansion in 20 rich democracies, excluding Israel and including
Luxembourg and Iceland, and use average annual rates of change 1965 – 83 instead of the period av-
erages and single years I have used; their estimates of public employment are similar but not identi-
cal to mine. They conclude that “tripartite coalitions” of state, labor, and capital labeled “institu-
tionalized class relations” (similar to my measure of democratic corporatism) and “pro-labor political
representation” (somewhat similar to my measure of leftism) are major sources of high rates of em-
ployment. However, Masters and �obertson do not deal either with affluence or with the interaction
of types of corporatism, party power, and minority groups; and so they would miss the high public
employment of decentralized, rich countries with some left power that provide expanding opportu-
nity for minority groups in government. And their measure of left power is left representation in the
lower chamber of the national legislature, which misses important differences between executive
power and legislative power in Japan, Switzerland, the USA, France, and Italy (see chap. 2).

4. As a group, the older Francophones were handicapped by a higher and selective fallout rate
(more ambitious Francophone civil servants left Ottawa for the action in Quebec in the 1960s) and
by discrimination both on the job and in education before entry. The attraction of energetic, talented
members of minority groups to social and political action (by criteria directly relevant to perfor-
mance) is seldom considered in analysis of “discrimination” against those left behind in the sectors
under study.

5. The state share of all taxes climbed from 15.9% in 1960 to 26.5% in 1988. �eagan era cut-
backs in federal aid accelerated the trend. (Wall Street Journal, Aug. 15, 1990.) From 1960 to 1990
real state and local spending per capita grew from $1,153 to $2,376, driven largely by real income
growth per capita and by federal spending mandates, especially for public assistance, health and hos-
pitals, and corrections (Dye and McGuire, 1992, pp. 319 – 321, 325).

6. Parkinson (1957, p. 2) holds that “work expands so as to fill the time available for its comple-
tion” and adds two axioms: (1) “An official wants to multiply subordinates, not rivals” and (2) “Offi-

cials make work for each other” (p. 4). Thus, most organizations expand in size even if the number
of tasks they perform does not increase (pp. 2 – 12).

7. Within the metropolitan area, the typical unit is large enough to avoid monopoly suppliers. In
addition, these general-purpose governments receive tax subsidies from the federal government—an-
other advantage in producing services at lower overt cost to the local taxpayer.

8. The bill ended the long-standing requirement for the states to spend their own money as a
condition of getting federal money for assistance to poor people. In 1994 states had to put up $10
billion a year in order to get $12.5 billion from the federal government for AFDC (New York Times,
March 28, 1995).

9. By 1990, according to a survey of Italy by The Economist (May 26, 1990, p. 20), “18% of the
workforce [was] employed by the state.” While public employment doubtless grew from 1982 to
1990, that figure may not be comparable to the Fraschini data.
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SYSTEM PERFORMANCE

In recent decades social scientists have paid too little attention to national variations in the
real welfare outputs from a nation’s taxing, spending, and public policies. One reason is the
difficulty of measuring cross-nationally such important system outputs as political legiti-
macy or “governability,” social consensus or social integration, many aspects of economic
performance, equality, health, security and safety, and a benign, clean environment. These
are dimensions of societal welfare that matter in the daily routines of individuals and the
vitality of democracies. Part III examines national variations among rich democracies in
each of these system outputs. I shall continue my attempt to sort out the effects of con-
tinuing industrialization (convergence in the structure, culture, and politics of rich democ-
racies as they get richer) from the effects of types of political economy and associated pat-
terns of spending, taxing, and public policy.

Consider first the many meanings of political legitimacy, which is often used inter-
changeably with governability. When scholars have written about the increasing un-
governability of modern democracy (Huntington, 1974; Crozier, Huntington, and
Watanuki, 1975; Brittan, 1975; O’Connor, 1973; Fiorina, 1980; �ose and Peters, 1978) or
the erosion of political legitimacy (Schmitter, 1981; Wilensky, 1983; Dahl, 1994) they
have invoked many indicators. Among the most prominent are the following:

. A polarized party system or the decline of party systems or of mainstream
parties (dealignment and/or realignment)

. Fiscal crises or the increasing inability to collect taxes to pay for the services
and benefits large majorities of voters expect

. The unconstrained, self-indulgent, disruptive pursuit of narrow self-interest

. Paralyzed policymaking machinery (the incapacity of governing elites to act
when they believe action is urgent)

. Ineffective implementation of public policies (inefficiency)

. “Overloaded government,” frequent reversals of important public policies or
elite overresponsiveness to the fleeting moods of the public
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. New protest parties and social movements

. A decline in public confidence in institutions of government

Chapters 10 and 11 single out two of these dimensions of “ungovernability” that are
clearly defined, vary over time and space, and lend themselves to systematic cross-national
analysis—“tax-welfare backlash” as an indicator of the inability to finance public services
demanded by vast majorities; and “party decline” or dealignment. Chapters 12, 13, and 18
deal with various aspects of economic performance. These chapters show much variation
in the duration and depth of “fiscal crises”; they attempt to sort out the structural, ideo-
logical, and public-policy roots of such variation.

Some dimensions of political legitimacy and social integration, while conceptually clear,
are either less relevant to rich democracies than they are to authoritarian regimes and poor
countries or are much harder to measure, or both: the breakdown of the social and nor-
mative order (the increasing refusal of a population to act out the central roles of a soci-
ety—as family member, worker, citizen, political or religious leader—and the increasing re-
fusal to accept common societal norms and values); the lack of accountability of leaders to
citizens; the elite need to use increasing coercion. I deal with such matters only indirectly
as we discuss crime, family breakup, and party dealignment. We shall see that, despite fur-
ther evidence of convergence in many system outputs, modern democracies differ greatly
in their capacity to govern and in the way they serve the general welfare of their citizens.
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TAX-WELFARE BACKLASH
How to Tax, Spend, and Yet Keep Cool

This chapter tries to solve the puzzle of why, under recent conditions of slow growth, un-
employment, periodic external shocks (exchange rate swings, oil shocks), and rising aspi-
rations for equality and security, countries that share similar levels of taxing and spending
for the welfare state vary greatly in the political trouble they generate. The most striking
impression I have from my interviews with politicians, health and welfare officials, and ex-
perts in spending and taxing in 15 of our 19 countries is that since the mid-1960s the level
of spending and taxing does not explain the political uproar that has accompanied taxing
and spending in a few countries—principally the United States, United Kingdom, Den-
mark, and, to a lesser extent, Switzerland. Denmark is a big taxer and spender, the UK ranks
medium, while the USA and Switzerland are lean taxers and spenders; yet all four have led
in “tax-welfare backlash” in the past 30 years or so. For our 19 countries, sheer level of
spending has had no significant relationship to backlash (for 1966, r � –.21; for 1971, r �
.04); nor is level of taxing related to backlash (for 1965, r � .04; for 1971, r � .19). And
these patterns were stable up to the mid-1990s.

If we cannot explain tax revolts by big spending and taxing, what does cause them? After
defining the phenomenon and discussing problems of classifying particular countries, I shall
show that mass and even elite opinion about the welfare state cannot explain the success or
failure of backlash movements and candidates; that mass protests about taxing and spending
are almost always combined with the mobilization of nativist xenophobic sentiments; that it
is the visibility of taxing and spending, not their level, that leads to backlash; and that dif-
ferent types of political economy differ not only in their structures of taxing and spending
but in the policies that increase or decrease inequality. Democracies that increase inequality
invite political disruption. A final section tests the idea that advanced industrialism and its
structural and ideological correlates (especially increased mobility-meritocracy and social
cleavages) may ultimately make all democracies more vulnerable to tax-welfare backlash.

Concepts and Measures of Backlash

By tax-welfare backlash I mean strong social-political movements and/or parties that em-
phasize antitax, anti-social-spending, antibureaucratic ideological themes and achieve electoral
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success for substantial periods. In independent coding we arrived at scores for each of 19
countries focused on intensity and duration for each of four expressions of backlash empha-
sizing the period 1965 – 75 when these movements and parties burst forth. Because of my in-
terest in the direction of social and political change, the weighting favors social-political move-
ments of reasonable duration (weight 3) which achieve recurrent electoral success and political
influence (weight 4). Less important are other forms of collective behavior such as political
strikes, demonstrations, and riots (weight 2). These may or may not constitute the seedbed
for the eventual growth of social movements and party organization; more important, in most
of our countries they are episodic, even ephemeral and often local, as are the Poujadistes in
France. Least important are mass sentiments uncovered by sample surveys or close observers
(weight 1); such opinions seldom come in unmixed or coherent form and even if predomi-
nantly antiwelfare state, can be channeled in diverse directions (see discussion of postindus-
trial values in chap. 4). In the end, if we eliminated mass sentiments from the index, it would
make no change in the rank order of the 19 countries.

We were able to resolve all coding ambiguities by clarifying concepts and filling in gaps
in evidence. The scores (intensity-duration � ideological theme � weight) ranged from 55
(Denmark) to 20 ( Japan). That index was then reduced to the final six-point index of tax-
welfare backlash (0 to 5). I think that this index avoids spurious precision and is both reli-
able and valid. Country scores appear in table 10.2. (Details on the coding scheme are in
Wilensky, 1976a, pp. 14 – 18, 56 – 68.) I have not recoded tax-welfare backlash 1965 – 75 for
subsequent years (although I discuss later developments) because the scheme turned out to
be amazingly predictive. Countries that developed sustained and intense backlash resulting
in electoral victories that ranked high then rank high now and vice versa. The United King-
dom, ranking high (scored 4) for 1965 – 75, would rank even higher from the mid-1970s to
the mid-1990s (5) which would strengthen the causal analysis in this chapter. Finland, a cor-
poratist democracy that scored a little above average in our scheme because of episodic
protest parties would now score a bit lower, also strengthening my findings. (E.g.,Veikko
Vennamo’s small antigovernment, antibureaucratic Farmers Party got 11% of the vote in
1968, accenting the traditional virtues of religion, isolationism, and populist localism, but it
was not anti–welfare state. The Young Finnish Party, active before 1900, has been revived
and articulates a Thatcherist line, but its vote is very small—only 1 MP elected in 1995.)

Not all protest parties and mass discontents fit the idea of tax-welfare backlash. While
antitax, anti–social-spending, and antibureaucratic movements were emerging in the 1960s,
the many environmental, peace, feminist, and civil rights movements were also emerging.
Obviously some of these were quite antibureaucratic, accenting decentralization and local
participation and expressing general hostility to authority, but they were typically not anti-
tax or anti–welfare state. And the social composition of activists in these new movements
has been quite different from that of tax-welfare backlash movements; the former are
younger and more educated; the latter are heavily concentrated in the middle mass, as we
shall see. More important for our purposes, there were several ambiguities in ranking coun-
tries by tax-welfare backlash. Consider the ambiguities of protest movements and parties in
Italy, France, Sweden, and Ireland. I quote from coding instructions and coders’ notes on
these cases to convey a sense of how we resolved them. I add an account of 1975 – 96 de-
velopments for each case. None of the scores would change in ways that would weaken
my explanation.

Wilensky_CH10  3/14/02  1:52 PM  Page 364



Tax-Welfare Backlash

365

Italy: The presence of protest movements or factions seceding from established right
or left parties do not in themselves merit high scores, unless the divisive issues are tax-
welfare-bureaucracy issues. For instance, the Italian CP may be cutting into the self-
employed and other parts of the middle mass at the risk of losing students, intellectuals,
and maybe low-paid workers and high-paid bureaucrats who then go to extreme left
(PDUP) or right (neo-Fascists). But the issues are not too much spending and taxing for
social programs, but instead, inefficiency and corruption. The CP is cautious on taxes,
the civil service, and even the corrupt welfare institutions (no frontal attacks); they need
the votes. There are also media-covered intellectual debates re the “parasitic sector”
but the guilty parties are seldom named (contrast Glistrup’s assault on specific categories
of civil service, Governors �eagan and Wallace’s baiting of welfare bureaucrats, etc.,
which then encouraged Nixon and others to make this a major theme). So, despite Ital-
ian CP local election successes, and despite sporadic violence and large-scale mass
protests, Italy receives a low score, “1”, on “movements” because such phenomena are
only in small measure tax-welfare backlash successes. The highest score for Italy is a “2”
on the theme, “mass sentiments,” because antibureaucratic themes are clearly present but
antiwelfare themes are ambiguous. Final backlash score: 1. Subsequent developments: That
low score fits Italy after 1965 – 75 until the early 1990s when the hegemony of the
Christian Democrats was ended and a succession of trials of hundreds of leaders of the
political and economic establishment for everything from bribery to murder accelerated.
A major crisis of legitimacy spawned a succession of movement entrepreneurs—for ex-
ample, Umberto Bossi of the Northern League and media-magnate Silvio Berlusconi of
the Forza Italia (“Go, Italy”). The Lega, strong in the more modern regions of the
North, achieved 8.4% of the national popular vote in the 1994 elections and joined the
short-lived center-right coalition of Prime Minister Berlusconi of the Forza Italia and
Gianfranco Fini of the Alleanza Nazionale (former neo-Fascists). The Northern League
comes close to a pure backlash movement—antitax, anti–social spending, surely antibu-
reaucratic (it equates the state with corruption and advocates federalism)—and adds as a
secondary theme great hostility to the backward Mafia-infected South as well as all im-
migrants. After seven months, Bossi led his Lega out of the governing coalition, which
collapsed. The Lega ran alone in the April 1996 election, winning 10.1% of the popular
vote. The victors were the first center-left governing coalition since Italy was united in
1861. Under the label the Olive Tree, it was composed of former Communists, former
Christian Democrats, Greens, and an array of academics and technocrats, including the
new prime minister, economics professor �omano Prodi. They campaigned on a plat-
form of maintaining social benefits but doing it with fiscal responsibility.

While it is true that the basic target of all recent protest parties has been the “parasitic
state,” much of the protest is not against the welfare state or even taxes, except as they
are administered in clientelistic Italian style. And while the Northern League fits the
idea of tax-welfare backlash, unless it persists and grows, Italy’s score remains low. Never-
theless, in the 1990s Italy was moving in France’s direction.

France: In contrast, ambiguities in the French case were resolved in favor of higher
scores than those for Italy. �egarding elections: The Poujadistes in France reached their
peak of 11.5% of the vote in 1956 and their successors continue to articulate antitax and
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antibureaucratic themes (not anti–welfare-state themes), but their electoral success has
sharply declined. In the national election of 1974, the hero of the shopkeepers and arti-
sans, �oyer, received only 3.2% of the vote. Many of les indépendants, once hostile to the
welfare state, were subsequently integrated into center and right parties, where they fight
for more benefits and services although not for the privilege of paying their share. Score
for 1965 – 75 intensity and duration, low; theme, medium. �egarding movements: There is
much talk of the revolt of “les cadres” (ranging in meaning from the top 5% of business
managers and engineers through all salaried college graduates down through technicians).
But the action is confined largely to reasonably successful maintenance of the status
quo—resistance to egalitarian reform of the tax system, especially of the “quotient famil-
ial” (a formula for greatly reducing income tax liabilities for large families, especially
high-income large families), and to the raising of the ceiling on pension contributions.
The Confédération Générale des Cadres (CGC), a union of white-collar strata, exerts
diffuse pressure in these areas, sometimes blocking government planners’ proposals for
welfare reform and pressing for favorable pension arrangements. Similarly, the movements
succeeding Poujadism, especially CID-UNATI, are ambiguous on welfare-state issues:
They want benefits for themselves but are opposed to paying for them; and they are
against benefits for foreign workers. The forces that have weakened backlash parties have
weakened these movements. Intensity-duration, low; theme, medium. �egarding other col-
lective behavior: Since 1965 there have been a number of strikes, demonstrations, and
riots—usually intense, sometimes massive. For instance, raiding, occupying, and even
burning tax offices continued to be a favorite tactic of shopkeepers and artisans. Farmers
also continue violent protests, especially about taxes affecting wine production and alco-
holic beverages. As for the great outburst of May 1968, one major effect was the trans-
formation of segments of the system of higher education (excluded from this code);
effects on tax-welfare issues are unclear. Two years later, the CGC organized a backlash
demonstration to protest proposals in the Sixth Plan to narrow salary differentials, equal-
ize health and welfare benefits, and make taxes more equitable. In general, although mass
protest is frequent, it tends to be localized, episodic, staged by single-issue groups with at
best modest impact on the direction of French politics, public administration, and social
policy. Intensity-duration, medium; theme, medium. �egarding public opinion, mass senti-
ments: According to surveys we examined, there was a noticeable decrease in support for
the administration of welfare policy in the early 1970s: Public opinion became much
more divided after substantial approval in the mid-1960s. Intensity-duration, medium;
theme, medium. The final backlash score: 3. Subsequent developments:1 Although the emer-
gence of LePen’s Front National (FN) and the big national strikes of December 1995 are
dramatic signs of the erosion of French statism, not much has changed in the ambiguous
shape of tax-welfare backlash. These 1980s and 1990s developments continue the long-
standing symbiotic relationship of the insular centralized French state and social move-
ments that orchestrate massive street demonstrations (e.g., 1947, 1953, 1968, 1986). LePen
also continues the old French tradition of right-wing populist extremism, a blend of
“Bonapartism,” xenophobia, and anti-Semitism. LePen ran as a mainstream conservative
candidate in 1981, joined the FN in 1984, and has ever since spewed forth anti-Arab,
anti-immigrant, anti-Semitic venom. He rails against the invasion of immigrants and
bureaucrats in Brussels as a threat to French national identity, social order, and French
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jobs. In the 1988 presidential election he won almost 15% of the national vote and be-
tween 26% and 28% of the vote in areas of high-immigrant concentration in southwest
France. In the by-election of 1992, support for the FN surged. In the 1995 presidential
election, LePen again won 15% of the popular vote in the first round. It is true that the
FN’s message has become more general and its appeal broader (since 1983 the FN has
advocated lower taxes, the dissolution of the bureaucracy, and deregulation), but it re-
mains more interested in racial purity, cultural identity, and maternal salaries for French
mothers than in cutting social spending. Indeed, the FN warns that the fiscal burden of
immigration threatens to undermine cherished French pensions.

As for the late-1995 strike movement—three weeks that almost shut down the French
economy—that was anything but tax-welfare backlash. It was triggered by the “plan
Juppé” presented by the government with almost no consultation or participation as a
nonnegotiable policy package to save the French welfare state, restore French competi-
tiveness, and meet requirements for joining the European Monetary Union (EMU). The
plan proposed to overhaul pensions for all public-sector employees by requiring longer
service for benefits (from 37.5 years to 40 years) and reducing their generosity; to elimi-
nate union seats on the boards of public-sector social-security funds; to control costs in
the health insurance system by reducing union and employer influence in its governing
bodies, capping expenditures, and instituting a new income tax targeted to health insur-
ance and levied even on pensioners and the unemployed; and to speed up the effort
begun by the Left government of 1983 to restructure and modernize the semicommer-
cial public sector (urban transport, notably the Paris metro, electricity and gas, post, etc.).
The changes were sudden and radical. In comparison to the events of 1968, the strikes of
1995 were less radical in both process and outcome. They had a narrower base of partic-
ipation, confined largely to the public sector, although there was a much wider base of
public sympathy; a secondary role for students (confined to such issues as a demand for
more professors and smaller classes); and a less global set of political issues. Strikers con-
centrated on protecting pensions, health care, job security, traditional job rights, and
working conditions. In the end the government gave little: it withdrew its proposal to
reform public-sector pension schemes but insisted on the need for drastic reforms of the
whole social-security system; suspended the reorganization of the rail system; and gave
vague promises to create 25,000 jobs in 1996. In short, the events of 1995, while they
perpetuate the chasm between technocratic elites and masses, are the reverse of a tax-
welfare backlash movement. The medium score of 3 continues to capture the ambigui-
ties of French social movements, elections, and collective behavior. Antistate, yes; antitax,
sporadic episodes; anti–social spending, ambiguous at best.

Ireland: This case, with a 0 backlash score, illustrates what to do with moderate or
conservative incumbent parties as targets of prowelfare, antitax movements and parties
(“frontlash”). �ecent developments illustrate. Ireland provides a contrast to Britain in the
move toward the neoliberalism of the 1980s and early 1990s. When Fianna Fáil regained
power in 1987, it announced retrenchments—some cutbacks in public expenditure and
service, some privatization and tax reform—but only by agreement between labor, man-
agement, and the government. In January 1991 the unusual coalition government of the
broad-based Fianna Fáil and the Progressive Democrats (a radical right party formed in
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the mid-1980s) continued negotiating on social and economic policies with the social
partners, even including groups representing the unemployed. The extraordinarily high
unemployment rate and other features of the Irish political economy, however, have
limited the state’s scope for drastic cutbacks. Finally, the Progressive Democrats, the clos-
est we come to a backlash party, were in government for only a brief moment. The
center-left coalition government formed by Fianna Fáil and the Labour Party in early
1993 is committed to defending the Irish welfare state; it raised taxes on incomes over
£9000 and increased social expenditures. (McLaughlin, 1993, pp. 213 – 214, 222 – 225.)
Thus, the Irish backlash score remains steadily low, making it a negative case for my
hypothesis that decentralized and fragmented political economies and the policies they
pursue invite backlash. Chapter 2 discusses Irish exceptionalism: despite its electoral sys-
tem (proportional representation with a single transferable vote), Catholic culture, and
above-average union density, Ireland did not produce democratic corporatism; but it does
produce impressive resistance to tax-welfare backlash movements (see also Farrell, 1992).

Sweden: This case was originally used as a benchmark for low backlash, but ambiguities
forced a final code of 2. Here are the coders’ judgments: Elections: Electoral activity with
backlash theme is confined to local protest parties (Småland, Sigtuna) and the rhetoric of
the “Green Wave” movement, which peaked in the 1974 election.Their themes are not
antiwelfare. And relative to the mobilization of hostility to guest workers in other coun-
tries, Sweden ranks low: the Swedes give them citizenship and then resent their slow as-
similation. If there are antiwelfare themes in elections during this period, they are latent and
subdued. Intensity-duration, low; theme, low. Movements: Like electoral activity, movements
are confined to local action (“byalag” or community groups, etc.) and youth groups with
ambiguous antiwelfare themes (Heimdal, Center Partiets Ungdomsförbundet). Intensity-
duration, low; theme, medium. Other collective behavior: The SACO strike over income 
differentials in February 1971 represents the clearest marginal case of a strike articulating
some backlash themes. SACO white-collar workers wanted to be excluded from the
Swedish wage solidarity scheme. Thus, this one major strike can be interpreted as resis-
tance to the egalitarian thrust of Social Democratic and LO policies. Intensity-duration
(short but intense), medium; theme, medium. Public opinion, mass sentiments: Scored low for
intensity partly on the basis of review of the London Times and the New York Times for the
10 years and partly on the evidence of opinion polls. For example, of the members of the
Conservative Party, only 10% were unfavorable toward the supplementary pension scheme;
23% of the Center Party members were unfavorable (for 1964). Re theme: The evidence
suggests that what discontent existed was antitax, antibureaucratic, anti-Stockholm (i.e.,
the anticentralization themes of the Green Wave), while antiwelfare sentiments were la-
tent, if present at all. Intensity-duration, low; theme, low. Final backlash score: 2. Subsequent
developments: As we have seen in our discussion of the alleged collapse of democratic
corporatism (chap. 2), only Sweden among the Nordic countries evidences substantial
erosion. The growing strength of “bourgeois” parties that ruled from 1976 to 1982 and
again from the fall of 1991 to the fall of 1994, the political offensive of the SAF, which
ended formal centralized bargaining in 1990 and culminated in the withdrawal of SAF
from the tripartite boards of all state agencies in 1991 combined with severe economic
troubles of the early 1990s (a deep recession, the run-up of interest rates, debt, and unem-
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ployment)—all this spelled big trouble for the Swedish Social Democratic model. It does
not mean a rise of tax-welfare backlash, however, as we can see from the fate of protest
parties and the targets of their protest. In the election of 1991, when the Social Demo-
crats suffered their worst defeat since 1928, two new parties on the right emerged. New
Democracy, with 6.7% of the vote and 25 seats, can be called populist; it mobilized dis-
content with all politicians and with taxes and bureaucrats and promised to reduce the
price of alcohol and restrict immigration, but it did not complain about the welfare state.2

The Christian Democrats, with 7.1% of the vote and 26 seats, appealed to voters con-
cerned with moral values (e.g., abortions), not taxing and spending. By the next election
both new parties faded: in 1994 New Democracy got 1.2% of the vote and no seats; the
Christian Democrats, 4.1% of the votes and only 14 seats.

The four “bourgeois” parties that formed the government in 1991 campaigned
against the Social Democrats for their economic mismanagement, promised tax cuts
without pain, and said they would bring Sweden into the EC. The Social Democratic
government’s timing was bad: in the two years before the election, as a recession began
and unemployment increased, they cut the top marginal income-tax rate from 72% 
to 50%, increased the VAT from 20% to 25% and, most important, made changes in
property-tax valuations that hit renters and owner-occupiers in old houses, most of
whom were Social Democratic voters; they also made small cuts in the welfare state,
especially in the replacement rate of unemployment compensation. The net effect: If you
were well-off, you got a tax cut; if not, you paid more and received less. The winning
bourgeois coalition did not campaign against the welfare state; they were divided on the
kind and amount of tax cuts and could agree only on small changes in social policies. In
fact, in the next three years they ran up a huge debt, as they had in the late 1970s when
it reached 13% of GDP, partly because they cut taxes without cutting social spending.
(For other policy errors of both center-left and center-right governments, see chap. 2.)
The Social Democrats returned to power in 1994 with 45.6% of the vote, up 8 points
from 1991.

In short, neither in elections and collective behavior nor in the policies advocated can
we see tax-welfare backlash beyond the score of 2 for the earlier period, although Swe-
den, like other very big spenders, has been forced into modest reforms of taxes and the
welfare state to permit better balance (increases in social-security contributions and con-
sumption taxes, cuts in income-tax rates) and to reduce spending excesses (modest cut-
backs in benefits).

(For discussion of the resolution of all ambiguous cases and the method of scoring and its
reliability, see Wilensky, 1976a, pp. 57 – 68.)

Why Public Opinion Cannot Explain Backlash Successes

That mass sentiments and public opinion are poor predictors of the electoral success of tax-
welfare backlash movements and parties in our scheme requires explanation. The explana-
tion is both theoretical and empirical. First, theory suggests that both elites and masses in
all modern societies are ambivalent and contradictory in their values and beliefs. Second,
survey data show that whatever national ideological differences appear in response to ab-
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stract questions, the issue-specific attitudes toward taxing, spending, and the welfare state
are very similar across countries and over time. Cross-national uniformity of attitudes can-
not explain great national contrasts in the fate of tax-welfare backlash movements.

The ideologies of all modern societies are a complex blend of contradictory themes,
both meritocratic and egalitarian, individualistic and collectivistic or humanitarian.3 For in-
stance, every industrial society requires some competition for occupational position on the
basis of criteria relevant to the performance of the role, as well as some system of special
reward for the development of scarce talents and skills. It is plausible to assume that these
universal structural features of modern economies foster similar mobility ideologies, that in
the most diverse political and cultural contexts doctrines of economic individualism take
root: increasing portions of the population in modernizing sectors believe that everyone
has an equal opportunity to achieve a better job, that everyone has the moral duty to make
the most of his or her talents, to try to get ahead, that if people fail it is at least partly their
own fault, and so on. This success ideology is not uniquely American; it also appears in
some measure in rich countries where the welfare state is more developed. In short, a uni-
versal elite requirement for incentives fosters mass adherence to a success ideology.

A similar elite demand for incentives underlies pro-welfare-state doctrines—not incen-
tives to make the most talented use their talents, train for the most complex jobs, and so
on, but incentives to keep the least successful in the race, or at least working. As Bismarck
foresaw, a pension at the end of a life of hard work would be a powerful pacifier for work-
ers confined to the least-attractive jobs (Briggs, 1961, pp. 247 – 249; �imlinger, 1971,
p. 121). This elite necessity for stable economic incentives combines with the also univer-
sal mass demand for family security and social justice to make it necessary that the shock
of mobility failures be cushioned and the risks of modern life be tempered. So pro–
welfare-state doctrines are as widely popular as the ideology of success.

The second explanation for the weakness of public opinion as a source of backlash suc-
cesses is evidence from surveys, both American and cross-national. They confirm that
modern populations in all the rich democracies surveyed display mass ambivalence on ab-
stract questions that tap general ideology (with modest national differences), a cross-
national uniformity in issue-specific opinion, and a strong pro–welfare-state majority. They
also show that the structure of public opinion on taxing and social spending has remained
quite stable since World War II.

Mass ambivalence is evident in our own data from 1975 and dozens of subsequent sur-
veys, some extending into the 1990s. A staff member, �ichard Coughlin (1980), did a sec-
ondary analysis of all of the more or less comparable surveys he could find over the post-
war period up to the late 1970s and one we devised ourselves in 1975. The surveyed
countries include welfare-state leaders (West Germany, Sweden, Denmark, France), middle-
rank spenders (the UK and Canada), and two laggards (the USA and Australia). The sur-
veys asked cross sections of these countries to choose between such alternatives as whether
“government should see to it that everyone has a job and a good standard of living” or
“government should let each person get ahead on his own.” Hundreds of other questions,
general and specific, subtle and simple, were analyzed.

Leaving aside Coughlin’s careful qualifications and cautions, ignoring his meticulous at-
tention to exceptions, we see the pattern of his results: on very broad ideological themes
focused on government intervention and regulation of economic life, the mass of citizens
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express views that match their government’s behavior. Although every country evidences
a pro–welfare-state majority, in countries that spend and tax a lot to ensure a high mini-
mum standard of living, that majority is largest. These big spenders also endorse the suc-
cess ideology, although not as enthusiastically as Americans or Canadians do.

Among middle-rank spenders—Canada and the United Kingdom—the pro–welfare-
state ideology scores medium in popularity, and the success ideology is a little stronger than
it is in West Germany, France, and Sweden. Among lean spenders, the pro–welfare-state
majority is still there, but the success ideology is a bit stronger.

In other words, in abstract ideological themes, a country’s mix of economic collectivism
and economic individualism matches its social spending and taxing and the actual amount
of government intervention.

Although there is some congruence between broad ideology and levels of taxing and
social spending, when we focus on specific issues—support for particular public policies—
the structure of public opinion is strikingly similar across all these countries. Briefly, in the
eight countries studied, people love pensions and are only a shade less enamored of national
health insurance. Next most popular are family or child allowances; they are viewed with
more favor than disfavor in four of five nations for which data are available. When we go
beyond these three most expensive and popular programs, we find that the mass of citizens
in Denmark, the United Kingdom, Canada, and the United States alike have serious reser-
vations about unemployment compensation and are quite doubtful, if not downright hos-
tile, to public assistance; they think the benefits too often go to the undeserving. These
similarities in program-specific attitudes hold up in the face of variations in administrative
structure, population coverage, and types and levels of benefits, despite even variations in
economic performance in these countries. Nowhere do we uncover a mass defection from
support of social security, especially pensions and health insurance.

Finally, when we anchor survey data in relevant groups and strata and link them to na-
tional variations in social policy, we see that although support for the welfare state everywhere
is weak among the self-employed (rich or poor) and somewhat stronger among the least priv-
ileged—unemployed, poor, or minorities—the main story is the absence of internal cleavages.
For instance, the widespread doubts about “welfare chiselers” are shared even among low-in-
come populations who benefit most from public assistance. And all strata and groups evi-
dence virtually the same enthusiasm about pensions and health insurance. The only sharp
lines of cleavage are along party lines, with only modest differences by race and class.

Thus, comparing countries with different histories, cultural traditions, and political sys-
tems, we find only small differences in the answers to roughly comparable questions. In
mass attitudes about specific social programs, capitalist America and social democratic Swe-
den are brothers (sisters?) under the ideological skin.

These cross-sectional findings have been abundantly confirmed in subsequent analysis
of public opinion in the United States and many other countries. Surveys done by the In-
ternational Social Survey Programme (ISSP)—one in 1985 on the role of government, the
other in 1987 on inequality covering the United States, the United Kingdom, West Ger-
many, Australia, the Netherlands, and Italy—show the usual mix of economic individual-
ism and collectivism in all countries, with modest national differences that match levels of
spending and taxing when the questions tap abstract ideology (e.g., orientations toward na-
tionalization of industry, income equalization, government guarantees of jobs for all)
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(Haller, Höllinger, and �aubal, 1990, pp. 55 – 57). At the same time, these countries all em-
brace the free-mobility ideology; indeed, their citizens have very similar “functional” be-
liefs and explanations of what it takes to “get ahead in life.” Asked to rank the importance
of 13 factors that determine achievement, people in all these rich democracies “tend to
rank personal characteristics such as hard work, ambition, natural ability, and education as
the most important” (T. W. Smith, 1990, p. 24); next was “knowing the right people” and
last were ascribed characteristics such as race, sex, religion, region, and political connections
and beliefs4 (p. 24). Asked to explain income differences, the citizens of these six countries
are even more alike in the distribution of answers: they all emphasize that large pay differ-
ences are needed to inspire people to work hard, take extra responsibility, acquire skills, and
study for formal qualifications (p. 25). Many students of American values and beliefs have
noted a similar ideological ambivalence and incoherence in U.S. surveys (Converse, 1964;
Free and Cantril, 1967; Morone, 1990; Zaller, 1992), with most citizens simultaneously em-
bracing the individualistic success ideology and humanitarian, “collectivistic,” pro–welfare-
state sentiments.

A comprehensive 1992 Eurobarometer survey of attitudes toward social protection in 12
EC countries (including 8 of our 19) confirms all the themes I have emphasized while adding
data on more social programs. It shows nearly unanimous pro–welfare-state sentiments; a vast
majority either wanting increases or a steady state in government spending for social secu-
rity;5 the rank order of enthusiasm for specific programs puts pensions and health care at the
very top; universal child allowances elicit some ambivalence but support for single-parent fam-
ilies is endorsed by strong majorities; and there is very strong support for an active labor-
market policy—for example, training the unemployed for new jobs. (Ferrera, 1993a.)

The general contours of public opinion on taxing, spending, and the welfare state have
remained quite stable over time and across rich democracies ever since surveys asked about
these issues: a pro-welfare-state majority with modest national differences in the size of ma-
jorities when the questions are abstract but a very similar rank order of enthusiasm for uni-
versal, categorical social protection (pensions, health insurance, education and training) but
with less support for unemployment insurance and downright hostility to means-tested
programs for the undeserving poor. (For American trend data see Sanders, 1988, p. 313;
Page and Shapiro, 1992, pp. 129 – 132, 125; Mayer, 1992; and Cook and Barrett, 1992. For
cross-national data over time see Shapiro and Turner, 1989; Taylor-Gooby, 1989; and Svall-
fors, 1995.) Although trend data from 1970 to the early 1990s did show some fluctuations,
usually in response to political campaigns, this underlying structure of opinion remained ei-
ther stable or became increasingly favorable to the core of welfare state, especially in the
1980s, as it did in the United States (Mayer, 1992; Shapiro and Turner, 1989, p. 66; J. Davis,
1992) and the United Kingdom.

It is striking that whatever their actual behavior in office, backlash politicians have been
unable to change this structure of opinion, except for brief moments. For instance, in a
Gallup poll that repeatedly presents a tax/spend trade-off question (see table 10.1), the per-
centage of British adults who opt for “tax cuts even if it means some reduction in gov-
ernment services such as health, education, and welfare” reached a peak of 37% during the
month of Margaret Thatcher’s victorious campaign of May 1979. But that minority quickly
went down, and by September 1986 it was only 9%; in subsequent years it never went
above 14%. (In March 1996 it was 10%.) 
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This kind of radical disjunction between elite rhetoric, public policies, and popular opin-
ion appears in the United States 1980 – 96 as well.6 The more that modern populations
think that their welfare-state benefits are threatened, the more pro–welfare-state they be-
come. Only in three of the more lavishly financed, inefficient welfare states—the Nether-
lands, Italy, and Denmark—is the overwhelming balance of enthusiasm over skepticism di-
minishing, although their governments find it extremely difficult to cut the most popular
programs (Ferrera, 1993a, pp. 5 – 6).

Not all issue-specific attitudes are as stable as attitudes toward components of the wel-
fare state. Students of public opinion have found that attitudes regarding non-welfare-state
issues—for example, government action and spending to prevent crime, protect the envi-
ronment or civil liberties, provide for defense—are either unrelated or negatively related to
sentiments about welfare-state and equality issues, less related to party preferences, and
much less stable (Page and Shapiro, 1992, pp. 50 – 60; Jacoby, 1994, pp. 344 – 349). The
volatility of postindustrial values is covered in chapter 4; the special role of education both
in public opinion and government behavior is discussed in chapter 6 (sector spending). The
main point remains: Within a context of ideological contradictions and ambivalence, issue-
specific attitudes toward the welfare state, in contrast to other attitudes, are very similar
across nations and stable over time.

All of this implies that politicians in a position to mobilize public opinion can play it
either way. If they are hostile to expansive and generous social policies, they can work the
tax-welfare backlash; if they are friendly, they can mobilize majority sentiments. Because
the structure of public opinion—the rank order of enthusiasm by program and group—is
so similar across nations and so stable over time; because broad, abstract ideologies are partly
self-canceling, with every country embracing both economic individualism and collec-
tivism, we must look beyond public opinion for explanations of the success or failure of
tax-welfare backlash movements and candidates, including such initiatives as California’s
Proposition 13 and the defeat of President Clinton’s proposals for comprehensive health-
care reform.

Nativism and Tax-Welfare Backlash Go Together

In analyzing tax-welfare backlash it proved impossible to separate antitax, anti–social-
spending, antibureaucratic protest movements and parties from nativist, xenophobic, or
racist protests; these two themes appear together in all the high-scoring countries except
Denmark in the 1970s. (Even in Denmark the Progress Party began to complain about
immigrants in the 1980s.) When Hollywood actor �onald �eagan swept California in
the 1966 gubernatorial election, he not only sounded the familiar antitax, anti–social-
spending, antibureaucratic themes but also at the same time baited welfare mothers. He
brought the house down when he asserted that welfare recipients (code words for black
welfare poor) are on a “prepaid lifetime vacation plan.” In 1970, after four years in office,
with taxes rising, welfare costs soaring, and campus disruption recurring (all of which he
vowed to stop), Governor �eagan ran and won on the same slogans: “We are fighting
the big-spending politicians who advocate a welfare state, the welfare bureaucrats whose
jobs depend on expanding the welfare system, and the cadres of professional poor who
have adopted welfare as a way of life” (Wall Street Journal, October 9, 1970). That move-
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ment culminated in eight years of the �eagan presidency, and ultimately a �epublican
takeover of Congress in 1994 with identical campaign themes—antitax, antispend, an-
tibureaucracy—combined with the complaint that immigrants and other poor racial and
linguistic minorities were creating immense burdens of welfare and crime. For backlash
politicians the slogan “no welfare for immigrants” is a “two-fer”: it encapsulates two un-
popular targets, recipients of social assistance (the undeserving poor) and despised mi-
nority groups. As president, �eagan repeatedly referred to mythical “welfare queens” as
symbols of welfare fraud and abuse.7

Similarly, in the early 1970s, Conservative Enoch Powell, the Cambridge-educated estab-
lishment version of George Wallace or �onald �eagan, became the charismatic hero of the
middle mass. He not only targeted social spending and taxing as a drag on the British econ-
omy; he also railed against the hordes of West Indian blacks and other immigrants who were
un-English and would undermine the British way of life. Although Powell failed to become
top man of the Tories—they were embarrassed by his racism—Margaret Thatcher managed
to become their top person articulating all of Powell’s arguments except the overt complaints
about racial minorities. Switzerland, too, has blended tax-welfare backlash with nativism.
James Schwarzenbach in 1970 reached his peak of 46% of the total vote in a national refer-
endum which proposed to limit the admission of foreign workers, a measure that his party
claimed essential not only to preserve the Swiss way of life but also to avoid an ultimately
staggering burden of social services. In the late 1970s, a Schwarzenbach-type movement was
still operating—various right-wing populist parties rose in votes in the late 1970s and early
1980s and remained strong in the 1991 election. They included the Swiss Democrats, espe-
cially strong in Berne, Zurich, and Graubünden; the Lega Ticinese (antitax, antispend, anti-
bureaucratic, anticorruption) in Italian-speaking Ticino; and more recently the Motorist Party
(“Parti des Automobilistes”) who favor privatization of transportation and denial of social be-
nefits to foreign workers and are generally antigovernment and anti-Green. In the 1990s, the
populist, charismatic leader of the right, Christopher Blocher of Zurich, was orchestrating the
themes of these disparate parties and groups. Although small right-wing parties lost votes in
the 1995 election, Blocher’s People’s Party was a winner (up 3%); the total backlash vote re-
mained steady. Finally, Canada, with an above-average backlash score (3) based largely on the
populist tax revolts confined to Alberta and British Columbia, evidences the same merging
of antitax, anti–social-spending, antibureaucratic sentiments with a rising Western resentment
of the Francophones of Quebec and the politicians in Ottawa who coddle them. (The So-
cial Credit Party, in office in Alberta from 1935 to 1971, also appealed to anti-Semites.) More
recently, the �eform Party, emerging in Alberta, then BC, rose to third in popular vote na-
tionally in 1993; it even more clearly combined tax-welfare backlash with hostility to Fran-
cophones and all foreigners.8 And in June 1997 it became the official opposition to the rul-
ing Liberals in Parliament.

In short, while nativism is widespread among all rich democracies (see chap. 17), only a
few rank high on tax-welfare backlash; these few cases almost always combine hostility to tax-
ing, spending, and government bureaucracy with hostility to socially distant minority groups.

A Revolt of the Middle Mass?

Backlash politicians are very different in style and training; they vary somewhat in the is-
sues they emphasize. But they depend on the same underlying discontents and mobilize
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very similar constituencies. Their supporters invariably include a substantial segment of the
upper-working class (the “hardhats” in Nixon’s silent majority—a mass of craftsmen in the
building, printing, and other trades, foremen, and high-paid operatives), and the lower-mid-
dle class (a mass of small farmers, small businessmen, clerks, salesmen, and semiprofessional
and semitechnical people). The revolt of this middle mass everywhere cuts into the estab-
lished parties’ base, as in the defection of California Democrats to Governor �eagan in 1966
and 1970 and the defection of Democrats everywhere to �ichard Nixon in 1968 and 1972;
it drove Mayor John Lindsay out of office in New York City in 1973 as surely as it dev-
astated the Socialist bloc and the bourgeois bloc in Denmark the same year.

In the countries where backlash politicians succeeded in riding the middle-mass revolt
to power in this early period (1965 – 75), their rhetoric continues to dominate political
campaigns, if not public policy. The line from Enoch Powell to Margaret Thatcher to John
Major is quite direct as is the line from George Wallace and �ichard Nixon to �onald
�eagan to Speaker Newt Gingrich and the freshmen members of Congress of 1995.

Studies of both the Perot voters in the 1992 and 1996 U.S. presidential elections and the
Democratic defectors to the �epublicans in the 1994 congressional elections show that they
were overwhelmingly non-college-educated white men and women. Typically they had ei-
ther high-school or part-college education and thought that the economy was getting worse
or their personal financial situation had deteriorated (Teixeira and �ogers, 1995; Greenberg,
1993; and exit polls reported by the New York Times, November 10, 1996). Squeezed eco-
nomically, ready for xenophobic appeals (minorities and aliens are taking away your jobs and
undermining your way of life), these defectors in the middle mass are the most volatile and
alienated voters in the United States. Between 1992 and 1994, Democratic support remained
steady among college graduates and high-school dropouts but declined 20 points (to 37%)
among white men with a high-school diploma and 15 points (to 31%) among white men
with some college.9 Fitting the same educational-occupational profile are �epublican pres-
idential primary voters for right-wing populist-nativist candidate Pat Buchanan in 1996 and
Louisiana voters for David Duke, the former Ku Klux Klan grand wizard who won a seat
in the state legislature in 1989 and a majority of all white voters in the U.S. Senate open-
primary race in October 1990 by railing against “welfare,” taxes, and affirmative action for
blacks. (On Buchanan see Washington Post, March 3, 1996, and Frank Lutz, CNN Lexis tran-
script, March 10, 1996; on Duke see Powell, 1992, pp. 12, 18, 22 – 25, 33; �ose and Esolen,
1992, pp. 206, 209, 230 – 231.) Because high-school graduates comprise 30% of the elec-
torate in 1994 and part college 29% (U.S. Bureau of the Census, 1998a, p. 34), this revolt of
the middle mass is an important determinant of electoral outcomes, especially in countries
where party systems are weak.

In sum: Tax-welfare backlash has flourished in assorted countries; it is unrelated to the
level of taxing and spending. The modern tension between success ideologies and wel-
fare-state ideologies, between economic individualism and collectivism, merely gives
politicians an opportunity to come down on either side. What varies so much among
rich democracies is not their national values regarding the work ethic or the welfare state
but the political management and channeling of the anxieties of the middle mass and the
number and degree of alienation of the poor. These things are wondrously varied. Spend-
ing that is profligate or lean, taxing that is heavy or light, treatment of the poor and weak
that is generous or stingy have only a little to do with the political fallout.
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The most dramatic illustration that big public spending does not explain the intensity
of tax-welfare backlash is the contrast between Sweden and Denmark. The Swedish Social
Democrats managed to govern with very little erosion of electoral strength for 44 years and
since 1976 for most years (except 1976 – 82 and 1991 – 94) while they built an unparal-
leled range of humanely and efficiently administered social services, ran up one of the high-
est tax rates in the world (total tax revenue including social-security taxes as a percentage
of GNP averaged 40% from 1965 to 1971 and about 50% in 1991 compared to the USA’s
27 – 28%), and guaranteed a high minimum standard of living for everyone. Next door, in
culturally similar Denmark, similar trends in spending, taxing, and social policy were evi-
dent; but in the 1970s the Danish political economy began to fall apart. On election day
December 1973 the antitax, antiwelfare, antibureaucracy Progress Party led by Glistrup
(who said his ideas germinated during his year in Berkeley in 1951 – 52) racked up 16% of
the total vote. Each of the two traditional party blocs dropped from their 1971 level of
about 46% to 32%, with the Social Democrats suffering the worst losses. The 11 remain-
ing parties, including Glistrup’s, increased their strength from 7% to almost 36%, with the
Progress Party bursting forth as the second-largest parliamentary party. Glistrup could also
honestly claim to represent the little man: Progress Party votes were concentrated in the
middle mass (upper-working and lower-middle classes).

Consider the program Glistrup offered to the Danish voters:

. Abolish the income tax by 1980 and have a big ceremony burning all papers in
the revenue office.

. Wipe out most of the self-expanding, self-aggrandizing government bureaucracy,
especially useless paperpushers, diplomats, welfare bureaucrats, and leftist kindergarten and
nursery school teachers.

. Abolish the welfare system and substitute “social guards” in each local commu-
nity. The guards would be practical men such as doctors, businessmen, and engineers.
Within a strict limit of expenditure, they would have complete initiative in judging
citizens’ claims on the state; they would say yes or no to welfare applicants with no red
tape.

. Cut the pensions of remaining public employees but raise pensions for everyone
else and spend a bit more on antipollution measures; and, adding the Dane’s characteristic
comic touch,

. Abolish all defense expenditures, substituting instead a few hundred kroner for one
telephone call to Brezhnev to announce “We give up” (a slogan Glistrup later abandoned).

In an interview in 1974, Glistrup told me that these problems are not uniquely Dan-
ish: “We get the gold medal for high income taxes so we can start a movement here, but
in ten years or so the Progress Party will spread to other countries.”

When the premier of the Danish Liberal Party, Paul Hartling, called the parliamentary
election of January 1975 over his proposal for a wage and price freeze, the Social Demo-
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crats and Liberals both made a modest comeback. The Social Democrats formed a govern-
ment and imposed the freeze. Despite the effort of the established parties to adopt parts of
Glistrup’s program, however—especially proposals to cut income taxes—and despite his in-
dictment on several counts of income tax evasion and fraud, Glistrup lost only 3 of his 28
seats and his Progress Party remains a not-so-comic power in Danish political life. Glistrup
was put in jail in 1983, released in 1985, returning to Parliament. The Progress Party pop-
ular vote remained strong in the 1970s, plunged to 3.6% in 1984 but climbed to 9.0% in
the 1988 election, then slid to 6.0% in 1993, when the Social Democrats returned to power.
The Progress Party continued to express neoliberal themes (free market, deregulation, anti-
tax, antibureaucratic, anti-intellectual) but increasingly added xenophobia. Its anti-immigrant
rhetoric escalated in the 1980s as more immigrants and refugees entered Denmark; the Party
argued that welfare-state benefits should be denied to these foreigners, as well as to welfare
cheaters. Its electoral base remained the middle mass. The Progress Party was gradually in-
tegrated into the system. At various times from 1982 to 1992 it joined center-right coali-
tions to stop wage indexation of all cash transfers and public employee wages; to lower mar-
ginal income-tax rates; and to adopt an austere fiscal policy. Unemployment remained high.
Especially on tax and social-spending issues the mainstream parties adopted some of the
Progress Party’s agenda. (Andersen and Bjørklund, 1990; and my interviews.)

If something is rotten in Denmark, it is what causes protest votes in several countries
sharing similar problems. To put the American and Danish experience in perspective and
gauge the consequences of increased social spending we can fruitfully look at the big
spenders who seem to get away with it—that is, they continue to maintain a civilized wel-
fare state with relatively little political uproar—countries as diverse as Sweden, Norway,
Finland, Austria, the Netherlands, Belgium, and Germany.

Theory and Hypotheses: What Causes Backlash?

To explain both national variations in tax-welfare backlash and some similarities among the
richest democracies, I shall test two theories. The first, theories of democratic corporatism,
accents the interplay of political parties, types of political economy, and their policy out-
puts to explain differences. The second, convergence theory, accents affluence and its ideo-
logical and structural correlates—especially mobility and meritocracy and social cleavages—
to explain the importance of thresholds of economic development. The first shows the
persistence of differences; the second hints that as rich democracies get richer they are
prone to backlash. Both theories are helpful in explaining this aspect of political legitimacy,
the capacity of governments to collect taxes to pay for social and labor-market policies
modern populations demand.

To understand why lasting backlash successes in a few countries began in the 1960s and
not in many others, we must look to types of political economy and related rates of tax in-
creases, types of taxes, types of spending (especially means-tested benefits), and differences
in income equality.

Tax Increases, Tax Strategies, Means Testing, and Income Inequality

The first lesson is that although all modern countries share the spending-taxing explosion,
among the calmer welfare-state leaders the costs of health, welfare, and education rose more
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smoothly and less visibly and were not combined with disruptive rates of unemployment
as they were in the United States, Denmark, and the United Kingdom. For instance, the
OECD figures that show 1965 – 71 changes in the ratio of total tax revenues to GDP
among 22 countries climb at different rates.

The Danish tax burden soared so fast compared to that of Sweden, France, and Ger-
many, among the better-performing welfare states, that observers tagged it the “Glistrup
curve” (see figure 10.1). Similarly, the public spending curves, while accelerating every-
where, especially in labor-intensive industries such as health, education, and social services
for children and the aged, moved up more abruptly in Denmark. Contrast Sweden, which
starts in 1965 as the top taxer and nearly the top spender but moved more steadily and de-
liberately, by 1971 falling behind Denmark and Holland. �egarding unemployment, there
is no significant correlation of unemployment and backlash scores. Only at the extreme of
Denmark, and then only if continuously high employment is combined with other forces
and policy errors, is unemployment politically disruptive.

The second more important lesson is that the squeeze on real disposable income due to
rising prices and government expenditures creates most tax resistance in countries foolish
enough to rely too much on painfully visible taxes, especially on income taxes and prop-
erty taxes on households. Included in the visible tax club during the 1960s and early 1970s
were such welfare laggards as the United States, Canada, Switzerland, and such middle-rank
spenders as the United Kingdom, Finland, and (in the 1960s) Denmark, countries where
backlash voting has been prominent.

Table 10.2 relates the visibility of taxes to the intensity of tax-welfare backlash. It shows
that all of the high backlash scores are in the high tax visibility columns. �eliance on vis-
ible taxes offers a powerful explanation of backlash. Sweden and New Zealand are at first
glance strong exceptions that will be discussed later. A “country” not in the table, Cali-
fornia, combined heavy reliance on both income taxes and property taxes and an excep-
tional rate of increase in these taxes. The landslide victory of the famous Proposition 13—
California’s 1978 property-tax limitation initiative—was preceded by months of rapid
increases in property taxes including a beautifully timed, much-publicized doubling of
property taxes in Los Angeles County one week before the election (Coughlin, 1980, pp.
148 – 150).

Although the arguments for income taxes in Denmark and the United States alike are
egalitarian, the outcome is sure political trouble with no relationship to income redistri-
bution: the United States achieved little equality because its spending has been at once lean
and hostile to the nonaged poor; Denmark achieved somewhat more equality because its
programs have been generous to all.Yet both managed to cultivate not only their income
and property taxes but also successful protest candidates. If you want to enhance the power
of �eagan, Wallace, Powell, Thatcher, Glistrup, and comparable champions of the middle
mass, stick to dramatically visible taxes and call it equality.

With big inflation like that of the 1970s, these deluded countries invite another prob-
lem: the United States called it the notch problem, the United Kingdom called it the
poverty trap, and by any name it plagued the Danes. If you combine slow growth, double-
digit inflation, a large number of income-tested or means-tested benefits (targeted to the
poor or near-poor), and heavy reliance on progressive income taxes, you will produce a
large number of families whose real income deteriorates as they simultaneously move into
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higher tax brackets and lose income-tested benefits (such as social assistance, Medicaid, or
rent supplements). Hardly a formula for political calm.

Studies of public opinion are consistent with the finding that overreliance on visible
taxes triggers tax revolts. They show that the most unpopular of all taxes are property taxes
on households and income taxes—taxes that are paid once or twice a year with full aware-
ness of the amount and ambiguity about what services they buy. Since 1972 American na-
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Figure 10.1. The Glistrup Curve: tax revenue as percentage of GDP at market prices, 1965 – 71
Source: �evenue Statistics of OECD Member Countries, 1965–76. Paris: OECD (1978), p. 82.
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 . Tax visibility, tax load, and tax-welfare backlash in nineteen rich democraciesa

aIsraeli tax data are from Israel Central Bureau of Statistics (1972a: table vi/8; 1972b: table i/16; 1973:
tables vi/3 and vi/8; 1989: tables vi/1 and vi/13). Tax data for all other countries are from OECD (1973)
and OECD (1991d).

bFor measures, see Wilensky (1981c) and update in text.
cVisible taxes are personal taxes on income, property, and capital gains; property taxes paid by house-

holds; individual net wealth taxes; and gift and inheritance taxes. Note that net wealth, gift, and inheritance
taxes comprise at most 4% of total tax revenues in both 1971 and 1988.

dSocial-security taxes paid by the nonemployed and self-employed have been included in employee 
social-security taxes. For those countries which have social security taxes unallocable between employees,
employers, and the nonemployed and self-employed, we have divided these equally between employees and
employers.

eOECD figures on property tax revenues for these countries in these years do not include a breakdown
into shares paid by households and shares paid by enterprises. I have assumed that each contributes half of
total property tax revenues. This could lead to significant biases only for the following cases where prop-
erty taxes comprise a large percentage of total revenues: Canada (11%) and Ireland (10%) in 1971, and
Japan (11%), Australia (10%) and Canada (9%) in 1988.

f These countries have taxes in the OECD classification “income, profits, and capital gains taxes unal-
locable between individuals and corporations,” which I have been unable to allocate between the visible
and nonvisible categories of taxes. I have assumed a 50% share for each. Note that these taxes as a whole
comprise 3.2% of total taxes for Denmark, and less than 1% of total taxes for France and New Zealand.

tional surveys consistently show that the federal income tax and the local property tax are
ranked as the “least fair” of all taxes (MacManus, 1995, pp. 611, 616 – 617). Consumption
taxes and social-security payroll taxes are viewed as most fair. Despite repeated increases in
payroll taxes and the fact of their regressivity, a majority of Americans of all ages in sur-
veys over the last several decades have never rated social security as the worst tax and, in-
deed, feel that the amount of the social-security tax is “about right,” although repeated
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campaign declarations that the system is about to go bankrupt has shaken the faith of 18-
to 34-year-old Americans that they will ever get what is due. (Ibid., p. 612; Page and
Shapiro, 1992, pp. 118 – 121, 161.) Despite their regressivity, sales taxes appear to be most
popular. Economists’ views of regressivity are not popular views. And the masses prefer to
pay a little sales tax every day in every way than one big bite of an income or property
tax.10 As for social-security taxes, vast majorities understand that their taxes support the re-
tirement of their older relatives as well as themselves (see chap. 7 on support for family pol-
icy), and they therefore resist cuts in spending even if it means cuts in taxes.

The rank order of dislike—from property taxes (most hated) to income taxes to con-
sumption taxes (most acceptable)—was put to the test in a Michigan referendum of March
1994 on how to finance schools. The legislature, responding to popular pressure, eliminated
property taxes as a primary source of school funding and asked the voters to choose between
two alternatives: increasing sales taxes or increasing income taxes. An overwhelming major-
ity of voters of all age groups chose the sales tax. (MacManus, 1995, p. 618.) A similar test
came in a Swiss referendum of November 1993; Swiss voters, more addicted to direct de-
mocracy and even more resistant to taxes than California’s voters, voted by a margin of two
to one to introduce a value-added tax (VAT) of 6.5% to curb a rising government deficit
(Wall Street Journal, November 29, 1993). Some observers believe that the resignation of
Japanese Prime Minister Takeshita in April 1989 after he successfully steered a 3% broad-
based VAT through the Diet demonstrates that the political costs of a consumption tax are
as high as those of other taxes. But his defeat was perhaps more closely linked to his in-
volvement in the �ecruit scandal and his commitment to partially open the Japanese mar-
ket to American agricultural products than to tax reform. Moreover, a recent intensive study
of this episode of tax reform (Muramatsu and Mabuchi, 1991) shows that an elite strategy
of negotiations with party leaders, parts of the opposition, the bureaucracy, and interest
groups, especially business, the linking of the consumption tax proposal to the need for ex-
panding social security coupled with an intensive media campaign to educate the public,
overcame opposition (cf. Kato, 1994, p. 219). In the rare cases where a consumption tax has
been politically costly, it appears that the cost is borne only at its first, sometimes inept, in-
troduction, not at every subsequent increase; modern populations quickly become used to
the VAT. At this writing Japan’s VAT is scheduled to increase from 3% to 5% in 1997. It is
a real case of American exceptionalism that the United States is the only one of our 19 rich
democracies that is without such a broad-based national consumption tax.11

A final indication of the hostility to property taxes comes from the history of tax re-
volts in the United States. Throughout the 19th and 20th centuries, property-tax increases
were the main source of tax resistance and tax revolts (Wallis, Grinath, and Sylla, 1994, es-
pecially pp. 2, 4, and 48 – 49; and Hartley, Sheffrin, and Vasché, 1996). For instance, one of
several predecessors to California’s 1978 property-tax-limiting Proposition 13 was the
�iley-Stewart initiative of 1933. It emphasized property-tax relief through reduction in
school expenditures by counties (shifting the burden to the state) and an increase in the
property-tax base (utilities property would be returned to the local base), but left ambigu-
ous the question of what new state taxes would support the schools and other popular
causes. Then, as later, the voters wanted a free lunch—lower taxes and more services. (For
evidence on 1933 see ibid., p. 25; for evidence on Proposition 13 in 1978, see Sears and
Citrin, 1985.) Because �epublican Governors �olph and Merriam in the 1930s were more
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responsible than their �epublican successors of the 1980s and 1990s, what California got
was the quick adoption of a sales tax, an income tax, and other taxes to finance the big in-
crease in state aid to public schools and other social investments.

Not only are painfully visible taxes a source of tax-welfare backlash; painfully visible
spending targeted to the “undeserving” poor is equally important: Backlash scores corre-
late .52 with visible taxes as a percentage of total revenue (1966 – 71) and .52 with means-
tested stigmatized benefits. Chapter 8 (the welfare mess) analyzes national variations in re-
liance on means testing and explains why stigmatized benefits reinforce divisive politics.
The heaviest users of means testing are the United Kingdom, the United States, Canada,
and the Netherlands (see table 8.3).

The British Poll Tax: A Lesson in the Dangers of an Obsession with Tax Visibility

In April 1989 the Thatcher government first launched the ill-fated “poll tax” in Scotland;
by April 1990 it was instituted in the rest of Britain. It was a substitute for the most
painfully visible tax in the Western world, property taxes on households (the “rates”), but
it was still more painfully visible.12 Labeled the “Community Charge,” the poll tax was a
flat per capita levy on all adults, an average of £363 per adult (Butler, Adonis, and Tra-
vers, 1994, pp. 137 – 138). It was inspired by Prime Minister Thatcher’s hostility to both
local government (especially urban Labour councils) and progressive income taxes, and by
the theories of her neoconservative advisers and consultants, especially members of the
Adam Smith Institute and the Conservative Political Centre. The consultants popularized
the idea in Tory circles, emphasizing tax transparency and the need to educate the popu-
lation about the evils of government spending, thereby reducing both central-government
grants to localities and the localities’ capacity to tax and spend. The Tory justification for
the shift: Under the property tax, lower-middle and lower-income people who paid less or
none of it could outvote the more affluent homeowners; in contrast, the poll tax would hit
all adults, be even more transparent, and make the local authorities more accountable. Some
Tories thought it would also revitalize local government, forcing a more entrepreneurial
management to reinvent government and live within its means. In theory, every voter
would know exactly what he or she pays for what local services and whom to blame for
the cost. A minimum of rebates, said the theorists, would ease the pain for the poor. In
practice, “there were some 27 million people living in ‘losing’ households and just 8 mil-
lion in households which gained,” some at the top gaining large sums. “The heaviest los-
ers were people living in small properties who were earning just enough to be disqualified
from receiving a rebate,” many of them pensioners, most of them citizens of the middle
mass who had voted Tory in 1979, 1983, and 1987 (ibid., p. 157). Not only were the poll-
tax bills much higher than the Thatcher theorists had predicted, but they were patently un-
fair. A household with three adult wage earners paid three times more tax than a rich
widow living by herself in a mansion.13

Within a year of implementation the outcomes became clear: The poll-tax cost twice
as much as the rates (property tax) to collect (p. 291); levels of tax evasion approached 20%
in inner cities; local government spending did not go down, but net tax collections did,
while central government grants to offset the wilder inequities ballooned (p. 139); popular
hostility reached fever pitch—expressed in the biggest mass agitation since World War II
(p. 297). This tax produced the worst riots in London since the 1880s.
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When the Tories removed Margaret Thatcher in favor of John Major, they simultane-
ously abandoned the poll tax to avoid defeat in the election of 1992. At least £1.5 billion
had been wasted on setting up, administering, and replacing the tax. The capacity of local
governments to collect taxes and deliver service was severely impaired. (p. 180.)

Like supply-side theorists of the �eaganomics era who in eight years added $1.78 tril-
lion to the U.S. debt on the theory that sharp tax cuts would create such an economic boom
that tax revenues would increase, the Thatcher ideologues remained impervious to experi-
ence; they now say that if the poll tax had only been done right, spending would have de-
creased and revenues would be up (ibid., pp. 172 – 173, 183). Mrs. Thatcher, to this day, sings
the praises of the poll tax, another testimony to the brittle resistance of ideology to fact. The
rise and fall of the British poll tax of 1989 – 92 was both a remarkable exercise in self-
delusion and a reminder of the power of painfully visible taxes to stimulate tax revolts.

Big Spenders, Low Backlash

Now contrast the countries that get away with expensive programs, however variable their effi-

ciency: their financing of social programs rests heavily on indirect taxes such as the VAT or sales
taxes, together with social-security contributions of employers and employees. My interviews
with politicians and budget officers in Europe point to the process by which big spenders and
taxers arrived at a balanced tax structure with great reliance on consumption taxes and social-
security taxes. In France, it is clear that ingenious politicians and experts in the Finance Min-
istry (Direction Générale des Impôts and Ministère de l’Économie et des Finances) invented
the VAT and increased social-security taxes because they could not collect the massive sums
needed to finance the welfare state and the military from income taxes. They were attracted
by the self-enforcing features of VAT and the efficiency of both VAT and payroll taxes com-
pared with their corrupt and ineffective income-tax system. The French worker’s payroll slip
is like a telephone directory, there are so many contributions for one benefit or another. Work-
ers view increased employer contributions as great victories, although they can readily be passed
on in increased prices or lower wages. Note that France in table 10.2 is first in reliance on
employer contributions. Employee contributions, although they should be visible, are ear-
marked and publicized in such ways that they create the delusion that workers will somehow
eventually take out what they are paying in. In Sweden, as early as the early 1960s, the prime
minister, the finance minister, and staff economists of the LO became aware of the political
risks of continued reliance on a highly progressive income tax; they sent a team to investigate
the French VAT and were convinced that if the French could collect such large sums from the
VAT, the Swedes with their more virtuous tax behavior could collect even more. In other cor-
poratist economies as well, it is clear that either by strategic design or by incremental steps, po-
litical elites, left and right alike, moved toward heavy consumption taxes and social-security
taxes because of the rising resistance to income taxes and/or property taxes and the percep-
tion that more stable sources of revenue were required to meet mass demands.

How could politicians in these countries enact such taxes in the face of labor-left con-
viction that the VAT is regressive and social-security taxes are a burden on the great mid-
dle class? Because their centralized structure of bargaining permitted both labor and man-
agement to accept heavy mass tax burdens in return for other concessions and agreements
on how the revenues would be spent. This process—broad elite and mass consensus on ex-
panding the welfare state, increasing elite awareness of the political limits of painfully visi-
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ble taxes, and the easy mass acceptance of consumption and payroll taxes—led to the tax
balance pictured in table 10.2. By 1971, West Germany had achieved nearly even balance—
about 30% of total taxation from consumption taxes, 34% from social-security taxes, and
about 29% from “visible” taxes (mainly income taxes and property taxes). The Nether-
lands and Belgium had reached a similar distribution.

These contrasting patterns of taxation remained fairly stable from 1965 – 71 to 1988. For
instance, the average reliance on visible taxes as a percentage of total tax take for the top
five countries in table 10.2 is 45.2% in 1971 compared to 49.2% in 1988. Conversely, the
bottom five in reliance on visible taxes averaged 19.9% in 1971 and 22.8% in 1988. The
ratio of the averages for these extremes was 2.27 to 1 in 1971 and 2.16 to 1 in 1988—not
much change. Only three countries in table 10.2 changed their relative reliance on visible
taxes greatly: the United Kingdom moved from high to medium, the Netherlands from
medium to low, Finland from medium to high.

�egarding the role of visible taxes in promoting backlash, two countries, Sweden and
New Zealand, are at first glance exceptions—backlash low but heavy dependence on visi-
ble taxes. They are exceptions that prove the rule. Sweden went from third in reliance on
visible taxes in 1971 to sixth in 1988 and continued that trend in the 1990s, moving grad-
ually toward greater tax balance. Moreover, throughout those years, although the Swedish
middle mass was taxed far more heavily than the comparable populations of the United
States or Switzerland, as they looked up they knew the burden was still heavier on the more
affluent; and, as they saw the flow of benefits and services, they did not scream for cuts. The
revolt of the middle mass in the most-celebrated welfare state in the world has been con-
tained, partly by modest steps toward diversified financing and by a fairer net outcome. The
Swedish case suggests that reduction of income inequality reduces backlash, a theme explored
later for all 19 countries. The second case, New Zealand, was able to move from a low re-
liance on visible taxes in 1965 (25%) to high in 1971 (46.7%) and stay second only to Den-
mark until 1988 (54%) with little overt backlash. It, too, is the exception that proves the
rule, for New Zealand experienced dramatic shifts toward neoliberal spending, taxing, and
deregulation policies in both major parties 1985 – 94 that destabilized both the economy and
the polity and spawned four new populist parties of the right and left—a pattern similar to
Denmark’s, only delayed a decade. (That story is told in the next chapter on party decline.)

Evidence of a more recent convergence toward the German balance among types of
mass taxes appeared in tax and pension reforms in Sweden and Finland in the 1990s, a shift
from general income-tax revenues to social-security payroll taxes (Niemelä, Salminen, and
Vanamo, 1993, pp. 32 – 33). And Denmark, number one in the visible tax club from 1965
to the 1990s, began to reduce the income tax in early 1993 when the center-left majority
took over; further income tax cuts were planned for 1994 – 98—half the gap to be filled in
1995 – 96 by a big increase in social-security contributions (The Economist, November 5,
1994) as well as “green” taxes, much too late to avoid Glistrup and the Progress Party.

Testing Theories of Democratic Corporatism

We are now in a position to apply to all 19 countries a few systematic tests of my guiding
hypothesis that types of political economy vary in their reliance on visible taxes, their pref-
erence for visible spending (stigmatized, means-tested benefits such as public assistance),
and their degree of income inequality, and that these policies, in turn, determine variations
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in tax-welfare backlash. Again I focus on the critical period of roughly 1965 – 75 when
these movements emerged fully blown, with the reminder that the rank order of backlash
is still in place; only minor shifts occurred from the mid-1970s to the mid-1990s.14 After
exploring the role of types of political economy as sources of backlash, I test the conver-
gence hypothesis that at very high levels of economic development rich democracies be-
come increasingly vulnerable to populist backlash movements.

Applying the scheme of earlier chapters, table 10.3 relates cumulative left power, cumu-
lative Catholic power, and corporatism to backlash scores using crude dichotomies (high
versus low).

We see first that corporatism has no direct relation to backlash (r � .00). Leftism and
Catholicism have opposite and indirect effects on backlash. Because left parties have a pen-
chant for progressive income taxes, we find the highest scores among countries with strong
left power that also rely heavily on visible taxes (columns 1 and 5); in fact, there is no coun-
try with strong left power that ranks low in tax visibility. In contrast, there is no country
with strong Catholic party power that is high in reliance on visible taxes and the combi-
nation of Catholicism and low tax visibility yields the lowest backlash scores in table 10.3.
If we take the viewpoint of a nonleft government facing strong left opposition (e.g., Bel-
gium, Netherlands, Italy, Austria and to a lesser extent Germany) avoidance of visible taxes
both permits and necessitates freer spending—a kind of welfare counterpunch to the left
threat.

Left power is nowhere as continuous as it was in the 44 years of Social Democratic rule
in Sweden. But even intermittent periods of left rule leave a legacy of tax visibility. Leftism,
whether it appears with consensual bargaining structures or not, also encourages the sharper
articulation of working-class interests, raises working-class hopes—along with income
taxes—and thereby frightens the middle or upper class. Further, when upper-working-class
citizens join the lower-middle class in property ownership and lifestyle, when they then see
their income taxes and/or property taxes rising, many of them become available to backlash
movements. This especially affects workers in the private sector who do not fully share 
public-sector employees’ interest in expansion of the public sector and the taxes to support
it. These interpretations are consistent with table 10.3 where we find such countries as Den-
mark, Norway, Finland, the United States, and the United Kingdom with strong cumulative
left power from 1919 to 1976, high tax visibility in 1965, and medium to high backlash dur-
ing 1965 – 75. (In that league, Sweden and New Zealand are the exceptions already dis-
cussed; subsequent developments moved Sweden to less tax visibility and still low backlash,
New Zealand maintained its lead in tax visibility long enough for backlash candidates to
burst forth in the 1990s.)

Table 10.4 permits a more subtle analysis of the role of democratic corporatism and re-
lated public policies. It enables us to examine the interaction of political party power, types
of bargaining arrangements, and all three of the proximate causes of backlash—heavy re-
liance on visible taxes, the heavy use of means-tested, stigmatized benefits, and income in-
equality (great distance between the affluent and the poor).

1. The highest backlash scores (4 – 5) are in columns 1, 4, and 5: fragmented and
decentralized political economies that fit all three policy patterns (the USA and the
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UK are both high in tax visibility and means testing and below average in equality);
Switzerland, a case of corporatism-without-labor that ranks above average in tax visi-
bility and means testing and low in income equality; and Denmark, which leads in 
tax visibility and is below average in equality, making it a deviant case in the left-
corporatist column.15

2. At the other extreme the lowest average backlash scores (1.3 and 0.5) appear
among five corporatist democracies that evidence either strong cumulative Catholic party
power (Germany, Italy) or strong competition between left and Catholic parties
(Netherlands, Austria, and Belgium) and are below average in either tax visibility or
means testing. All five rank substantially above average in income equality.

3. The Nordic left-corporatist democracies have a high average backlash score (2.8)
but vary greatly, depending on their policy patterns. We have already discussed how
Denmark got into trouble while Sweden avoided it. Norway and Finland, slightly above
average in backlash, present a mixed picture in policies—much above average in income
equality, low in means testing, but medium or medium-high in tax visibility. Since the
1970s they have both moved toward less backlash (from 3 toward Sweden’s 2) which
would put them where they belong in table 10.4 in view of their achievements in equal-
ity, consensus, and avoidance of Denmark’s extreme reliance on income taxes and prop-
erty taxes. Israel is the exception among the left-corporatist countries. It is above average
in means testing and below average in income equality and yet avoided backlash. While
its unique defense burden subverts its social spending (see chap. 5), the same security
concern—the well-founded perception that the nation is surrounded by enemies—may
enhance social integration and constrain antistate political expression.

4. There is a hint that corporatist countries that exclude labor from high policy
foster above-average backlash (Switzerland, France) unless they avoid both visible taxes
and means testing and achieve much income equality ( Japan).

5. The negative correlation of equality measured by the income share going to the
lowest quintile (roughly, poverty reduction) and backlash is slightly higher (r � �.54)
than the positive correlation of inequality measured by the distance between the top fifth
and the bottom fifth and backlash (r � .42) used in table 8.4. In regressions, however,
neither measure reaches significance, although the coefficients are always in the right
direction (the more inequality, the less poverty reduction, the more backlash). We can
see the central tendency from the broad rankings in table 10.4.

In sum: The consensus-making machine of corporatism has no direct effect on limiting
tax-welfare backlash. But if a corporatist democracy adopts taxing and spending policies that
move toward consumption taxes and social-security payroll taxes, lessening reliance on
painfully visible taxes; if it reduces the distance between the rich and the poor; if it avoids
means-tested benefits and relies on more universal, categorical social programs, then it will
avoid the mass movements that paralyze government. In the absence of consensual bargain-
ing structures, such benign policies are highly unlikely, as we can see from table 10.4. Be-
cause left parties in power foster reliance on the most-hated taxes (property taxes on house-
holds and progressive income taxes), the combination of left power and corporatism is not
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a sure road to containment of backlash, whatever else these political economies do. It is only
where corporatism and leftism are combined with Catholicism that backlash is reduced.

Testing Convergence Theory

As we have seen in chapter 5, there are several reasons to suppose that at some high thresh-
old of development very rich democracies evidence structural changes that increase the ap-
peal of tax-welfare backlash movements and candidates. They include the expansion of ed-
ucational and occupational opportunities; increased occupational and residential mobility and
more women working; slower economic growth and hence the exacerbation of social cleav-
ages and less leeway for added social spending; and an increase in immigration, legal and il-
legal, hence intensified cleavages of religion, ethnicity, race, and language (for details see 
chap. 17 on globalization). Social cleavages are always fertile soil for xenophobic tax-welfare
backlash movements while mobility and the growth of the privileged upper-middle class is
a force for the development of meritocratic ideologies and the decrease of community sol-
idarity (see chap. 14 on mayhem). Thus, while I have explained differences in backlash
among the 19 rich democracies by contrasts in types of political economy and related social
policies, it is also possible that as they all get richer these contrasts will diminish.

One additional trend that could make all rich democracies vulnerable to backlash is less
certain. The income-tax-cutting mania of the 1980s and the 1990s, when many countries
reduced both income-tax rates and the number of income brackets, had an unanticipated
effect: the property-tax share of all government revenues climbed in most of our rich
democracies. From 1985 to 1993, of 18 countries for which we have data, property taxes
as a share of total revenue increased in 13 and stayed steady or decreased in only 5. If as
rich countries become richer, the number of homeowners climbs, and the income-tax cuts
are not replaced by consumption taxes and social-security taxes; if, in addition, central gov-
ernments dump more functions on localities and reduce government subsidies to them (see
chap. 9), the unfortunate effect will be an increased reliance on property taxes. While these
trends still leave the decentralized, fragmented political economies far ahead of the corpo-
ratist democracies in their taste for property taxes, there are signs of increased home own-
ership, a move away from income taxes, and the decentralization of some functions even
among corporatist democracies. If so, and they drift into increased reliance on property
taxes, tax-welfare backlash might spread.16

If these convergent trends continue—if as rich democracies become richer they all ex-
perience more mobility and meritocracy, more minority-group cleavages as well as slower
growth combined with higher mass aspirations—they will become more open to backlash
movements and candidates, although the countervailing bargaining structures in place could
maintain current national differences for some time.

We can test these hypotheses by noting the threshold of economic development of the
late 1960s, when half of our rich democracies had become very rich and by comparing
their backlash scores with the scores of the least rich. We can then relate our measures of
mobility and meritocracy and minority-group cleavages to affluence, growth, and backlash.
After a broad quantitative look, based on multiple regressions, we can examine some in-
teraction effects.

Figure 10.2 is a path diagram testing the independent influence of each variable in this
industrialism scheme. It shows rather neatly that affluence (GNP per capita averaged for
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1966 and 1971) predicts mobility and meritocracy which, in turn, predicts backlash
(1965 – 75).17 Minority-group cleavages are strong predictors of mobility-meritocracy, again
an indirect influence on backlash. Meanwhile, as anticipated, real GNP growth per capita
has a direct effect: while very high levels of affluence foster backlash indirectly through 
mobility-meritocracy and by increasing minority-group conflict, economic growth tends
to make backlash movements harder to mobilize. Growth is a salve for the political ten-
sions of modern life.

Table 10.5 examines the interaction of affluence, mobility-meritocracy, and social cleavages
as determinants of backlash. It shows that the highest average backlash scores appear among
the richest democracies that are also strong in minority-group cleavages and are either high in
mobility-meritocracy (the USA, Canada, the UK) or medium-low (Switzerland). The lowest
average score (1.1) appears in the least-rich democracies (for the relevant period of 1966 – 71)
with medium to weak cleavages and low mobility-meritocracy (Italy, the Netherlands, Bel-
gium, Austria, Ireland, Japan).18 Of course, to explain backlash differences among countries
equally rich in the same column of table 10.5 (e.g., Sweden and Germany versus Denmark
and France; or Israel versus the UK), we must look to types of political economy and their
policy outputs, taxing and spending patterns, as we have seen in table 10.4.

In table 10.5 if we update the “most-rich” versus “least-rich” categories to 1993, only
four cases change in their relative affluence. Japan and Austria, two corporatist democra-
cies with zero backlash, moved up sharply in relative ranking, Japan to #1 in per capita
GDP using current exchange rates, Austria to #6 (even using current purchasing power
parities they rank 3rd and 9th); two move down, Australia to 16th (by PPPs, 13th) and
Canada moves to about the average (#12 but by PPPs #7). The average backlash score for
the most affluent, medium to weak cleavages, low to medium mobility column would be
reduced from 2.6 to 1.9; the average for the least affluent comparable column would re-
main the same. The general conclusions are unaffected. Because there is considerable con-
vergence in affluence among our 19 democracies, with the least rich coming closer to the
very rich (see chap. 1), however, we would expect that as a predictor of backlash, affluence
will gradually weaken relative to minority-group cleavages and mobility.19

A final word about the role of social cleavages in welfare-state development and the po-
litical responses I have labeled backlash. Social heterogeneity, as chapter 5 shows, can cut
both ways. Although minority groups can be an obstacle to wider civic virtue, although
their thrust for opportunity increases mobility, which fosters backlash, they also press for
expanded state expenditures which reduce inequality, thereby reducing backlash. Further,
deep social cleavages can create backlash, but only where they are given sharp expression
by a decentralized if not fragmented political economy. Tables 10.4 and 10.5 support that
argument. In short, egalitarian corporatist democracies with the “right” taxing and spend-
ing policies can contain the disruptive effects of advanced industrialization—minority-
group cleavages and mobility—and at least limit backlash tendencies.

Summary and Interpretation

This chapter has shown that it is not the level of taxes that creates tax-welfare backlash but
the type of taxes—property taxes and income taxes with their visibility and perceived pain.
Conversely, consumption taxes and social-security payroll taxes keep things cool. Chapter
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12 shows the same for economic performance: the level of taxes is no problem but visible
taxes, especially income taxes and property taxes, are a drag on economic growth from 1950
to 1979, neutral thereafter; while consumption taxes and payroll taxes are good for the
economy in the long run because they foster savings and investment. In the words of the
old pop tune, “It ain’t what ya do but the way that ya do it.”

Similarly, social spending creates backlash only if it is visibly targeted to the nonaged,
nondisabled, “undeserving” poor via stigmatized, means-tested benefits. If social programs
are universal and categorical, with everyone or at least large majorities sharing the benefits
and the costs, as with pensions, health insurance, family policies, education and training, and
similar broad-based programs, then the tendency of the middle mass toward backlash is re-
duced.

Less visible taxes and more universalistic spending make it possible to finance a gener-
ous welfare state whose benefits are substantial and widespread. Modern voters cannot be
mobilized to resist gradual tax increases when the tax structure relies heavily on social-
security taxes and consumption taxes and reduces reliance on income taxes and property
taxes. Such a tax structure may be proportional or even regressive, but it raises enough rev-
enue to increase social spending not only for the middle mass but also for the poor. The
resulting increase in income equality reduces the politics of resentment.

What makes these egalitarian taxing and spending policies possible are types of political
economies that permit trade-offs among the social partners—labor (including professions

Affluence
1966-71

Minority-Group
Cleavages

Tax-Welfare 
Backlash

Avg. Per Cap.
Real Growth

1966-74

Mobility and 
Meritocracy

.68

.43

.56

�.45

.47

.56

�.11

.40

�.60

Figure 10.2. Industrialization and tax-welfare backlash: a causal modela
aN=18. New Zealand missing on Mobility-Meritocracy Index. All path coefficients are significant at p < .05.
Adjusted �2 for Backlash = 48. Adjusted �2 for Mobility-Meritocracy = .65. For definitions and measures see
footnotes to table 10.5.
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and farm organizations), management, and the state. The combination of leftism, Catholi-
cism, and democratic corporatism fosters social consensus and a policy mix that reduces tax-
welfare backlash. Left power alone cuts both ways: it leads to visible taxation, thereby in-
creasing backlash; but it also typically fosters corporatist bargaining structures, less reliance
on means testing, more income equality, and less poverty, dampening mass discontent. In the
absence of strong corporatism and Catholicism, however, the net outcome is above-average
backlash.20 And if left parties as they attempt to achieve equality use race-ethnicity-religion
as dominant criteria in allocating rewards (as in the racial quota systems for education and
jobs embraced by the Democratic Party in the United States), the effect is similar to that of
stigmatized public assistance—it provokes majority resentment and achieves little equality.

Crucial in explaining variations in the success of tax-welfare backlash candidates is the
economic position and political tendency of the middle mass. In backlash-prone countries,
when lower-white-collar workers and upper-blue-collar workers look up, they see an over-
privileged, college-educated upper-middle class and the rich, who seem to evade taxes, live
well, indulge their children who run wild at expensive colleges or worse, at state universi-
ties, at their expense. When they look down, they see the welfare poor and immigrants
whose morals, lifestyle, and ethnic-racial origin repel them, whose children, they think, are
at the root of crime and disorder. These citizens of the middle mass see themselves as work-
ing hard at disciplined jobs, living by the rules, struggling for a decent, safe home and more
job security, fighting against the erosion of their earnings and standard of living. Obviously
the structures and policies uncovered in this chapter that reduce the insecurities of the mid-
dle mass also reduce the success of demagogic appeals regarding taxes, social spending, bu-
reaucracy, and socially distant minority groups. Insofar as taxes, spending, and social poli-
cies are perceived as fair by the middle mass they limit the politics of envy and hate while
they keep a potentially large number of swing voters from losing their political moorings.

Convergence theory complements our findings regarding the political effects of types of
corporatism and their public-policy correlates and provides a glimpse of the future. As the
very richest democracies of the past 30 years got richer and as their least-rich counterparts
converged in GDP per capita, there was at least some convergence in social and residential
mobility and minority-group cleavages. Together affluence, racial-ethnic-linguistic conflict,
and mobility as they interact foster backlash. If these convergent trends continue, it is pos-
sible that in a generation or two, the institutional differences that explain variation in back-
lash will decrease and intense tax-welfare backlash will spread beyond the United States,
the United Kingdom, Denmark, and Switzerland. For the moment the story remains one
of big national contrasts.

The next chapter turns to a second dimension of political legitimacy—national varia-
tion in party dealignment. At issue is the fate of a major force for social integration and
political legitimacy, broad-based center-left and center-right parties that crosscut classes, mi-
nority groups, age grades, and gender.

Notes

This chapter is a revision, update, and elaboration of Wilensky (1976c, 1981c). I am grateful to
�ichard Coughlin, Philip Armour, Kathleen Gerson, Paul M. Lewis, Harry Katz, Dan Finnegan, Tim-
othy McDaniel, Jeffrey Haydu, Anne T. Lawrence, Alison E. Woodward, Theodore M. Crone, and
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Brian Main—the interdisciplinary team that had command of five languages and did the early cod-
ing and qualitative analysis of tax revolts and their causes—and to Arnold J. Heidenheimer and (the
late) Val Lorwin for critical readings of an early version. Karen Adelberger assisted in updating the
chapter.

1. This account is based partly on Winock (1990), Mayer and Perrineau (1989), Kitschelt with
McGann (1995, chap. 3), Bornstein and Tixier (1996), Barbier and Nadel (1996), Borrel (1996), and
partly on interviews.

2. Protest parties in Sweden are not only of brief duration; their members fit the moderation and
consensual style of Swedish politics. For instance, in one poll of New Democracy voters, 40% said
they were neither left nor right.

3. This analysis of ambivalence and contradictions in modern ideologies among both elites and
masses is based on Wilensky (1966b, p. 103; 1975, pp. 32 – 49; 1980; and Wilensky and Lebeaux,
1958, pp. 40 – 48).

4. Only the Italians ranked “connections” in general and “political connections” specifically any-
where near the top—reflecting Italy’s extraordinary corruption in everyday life.

5. For example, the average percentage in the 8 of our 19 countries who “agreed strongly” (ver-
sus “agreed slightly”) with the minimalist position (“the government should provide everyone with
only a limited number of essential benefits and encourage people to provide for themselves in other
respects”) was 44.9%; the average percentage who “strongly agreed” with the maximalist position
(“the government must continue to provide everyone with a broad range of social security benefits
even if it means increasing taxes and contributions”) was 62.4%—about a 6 to 4 edge for the maxi-
malists (Ferrera, 1993a, pp. 5 – 6). When surveys add the option of keeping spending and taxing where
they are now, we uncover vast majorities who reject any cuts (Kohli, 1993, pp. 7 – 10 and table 10.1
below [UK Gallup]; cf. Coughlin, 1980, pp. 131 – 150).

6. During the yearlong debate on President Clinton’s complex health-care reform the disjunc-
tion between public responses to general slogans and to specific issues was evident. Despite the sharply
partisan climate of 1993 – 94, despite fear-mongering slogans by the small business lobby and insur-
ance companies (saturating television attack ads), issue-specific opinion remained friendly to the out-
lines of national health insurance. But the same respondents, asked whether they supported the “Clin-
ton health-care proposal,” gave their TV-driven negative response. Few, of course, knew what the
proposals contained ( Jamieson and Capella, 1994). Despite this cloud of confusion and hysteria, when
confronted with the specifics of the Clinton plan, a majority showed support for the specific ingre-
dients of reform. (Based on the Gallup Poll Monthly and the �oper Center reviews of diverse polls,
The Public Perspective.)

7. Chapter 8 discusses why “welfare”—means-tested public assistance, a small fraction of public
expenditures—became a political obsession in the United States.

8. A careful analysis of the 1993 election showed that the defectors from the Progressive Conserva-
tives who went in droves to the �eform Party, while they shared the �eform Party’s protest against tax-
ing and spending, were virulently anti-immigrant and anti-Quebec—more xenophobic than other Tory
voters (Nevitte et al., 1995). With the victory of the Conservative Party of Ontario in June 1995, a third
provincial backlash movement with explicit inspiration from the campaigns of �onald �eagan and Mar-
garet Thatcher, came to power (Wall Street Journal, June 12, 1995, and October 3, 1995). Thus, devel-
opments in the 1990s might justify a score for Canada of 3.5 rather than 3, which would strengthen the
results reported below. (Interviews with politicians and journalists confirm this.) I have already noted that
recent developments in Norway and Finland would move their above-average scores of 3 toward Swe-
den’s 2, strengthening the idea that corporatist consensus insulates a democracy against backlash. A study
of the radical right in Europe similarly concludes that its greatest electoral successes occur when it cou-
ples a fierce commitment to free markets with equally fierce xenophobia or racism (Kitschelt, 1995).
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9. Nonvoters in 1994—Democrats and �epublicans who stayed home but who had voted for
president in 1992—were also largely noncollege graduates under 50 years of age. Like the party
switchers, these nonvoters were concentrated in the middle mass—white men without a college de-
gree, full of anxieties about jobs, earnings, and declining morality. They were disproportionately
Democratic voters in 1992 (Greenberg, 1995, pp. 67 – 68).

10. It is a comment on the disjunction between professional economists and the public that the
tax least liked by taxpayers, the property tax that has long triggered tax revolts, is the one tax Amer-
ican economists have approved with a substantial stable majority—from a survey of senior finance
professors in 1934 to a survey of professional economists in 1994 (Break, 1995).

11. By 1994, 17 of our 19 countries had a VAT and one more had a less-efficient equivalent—a
wholesale sales tax in Australia. Because of a deepening recession, Japan lowered its VAT rate as part
of an antirecession package in November 1998.

12. This account is based on Butler, Adonis, and Travers (1994, pp. 29 – 33, 46 – 50, 57 – 58,
71 – 72, 90 – 95, 171 – 177, 180 – 181, 183, 287, 289 – 296).

13. The inventors of this ingenious scheme figured that because the move would reduce the bur-
den on households with one or two adults, and they are more numerous than households with three or
more adults, a majority of households would gain. Apparently they ignored the number of voting in-
dividuals who would be losers. (Butler et al., 1994, pp. 128 – 129.) From 1986 to 1990, by creative use
of statistics, they deluded both themselves and the public that this was a progressive tax. (Ibid., p. 93.)

14. The minor shifts in backlash are Italy (despite the newly emerged Northern League, still low
but perhaps moving toward medium low); Finland (scoring 3 moves to 2); the United Kingdom (al-
ready high at 4, now higher); Canada (moving a bit higher, up from 3.0); Denmark moving away from
visible taxes in the mid-1990s—too late (Sweden began that shift in the 1960s) remains high; New
Zealand (a deviant case with heavy reliance on visible taxes since 1971 but low backlash, falls into
line with rising backlash from the mid-1980s on—like Denmark, moving away from income taxes
too late). For discussion of a possible increase in backlash in Austria 1986 – 96, see note 19, p. 397.
The net effect of these shifts is to strengthen hypotheses regarding corporatism as a dampener of back-
lash. Canada and New Zealand join the United Kingdom and the United States with higher scores;
they more than offset Austria’s possible increase; Finland’s lower score offsets Italy’s possible increase.

15. In table 14.4, Denmark ranks above average in income equality measured by the share of
household income taken by the top fifth but medium-low by other measures (the share of the low-
est fifth and the distance between top and bottom).

16. For data on property taxes 1965 – 87 by types of political economy, see table 12.13 (economic
performance). Data from 1993 show that the property-tax share of total taxes in left-corporatist coun-
tries averaged 3.2%, in left-Catholic corporatist countries 3.0%, in Catholic corporatist countries
3.9%, in corporatist countries without labor, 7.9%, in least-corporatist countries (Britain and Britain
abroad), 9.0%. (Based on OECD �evenue Statistics of OECD Member Countries: 1965–1994 Paris:
OECD, 1995, p. 83.)

17. Affluence and the index of mobility-meritocracy are highly correlated (r � .65, p � .01).
They have a large joint effect on backlash which cannot be attributed uniquely to either GNP per
capita or mobility-meritocracy. What happens in regressions when both are used as independent vari-
ables explaining backlash is that most of the joint effect is attributed to affluence because its correla-
tion with backlash is slightly larger than that of mobility-meritocracy (r � .59). It is more appro-
priate theoretically to model this joint effect as an indirect effect of affluence operating through its
impact on increased mobility and the increased use of meritocratic criteria than as a direct effect of
affluence on backlash. As always it is the structural and ideological correlates of industrialization that
are the proximate causes of system outputs (see chap. 1).
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18. If we update Finland’s score to 1 or 2 it would also fit the last column of table 10.5, bring-
ing its average still lower.

19. It can be argued that political developments in Austria since 1986 suggest that Austria is con-
verging with the richer backlash-prone countries. Until recently Austria’s Freedom Party was a mar-
ginal part of national politics. It fluctuated between 4% and 7% of the national vote from 1954 to
1986, when it got 9.7% of vote in parliamentary election. It scored 16.6% in 1990 and almost 23%
in 1994. Its leader since 1986, Jörg Haider, emphasizes three themes: (1) “Austria First”—end im-
migration, tighten laws against foreigners, repatriate those already in Austria, withdraw from the Eu-
ropean Human �ights Convention; (2) populist attacks on beneficiaries of the Austrian welfare
state—“social parasites” such as pensioners and government employees and cultural “swine” (Schuft)
in Vienna who take subsidies from the state for musical, artistic, and theatrical productions and pro-
mote moral decadence; (3) pleasant talk about Austria’s Nazi past and praise for the contribution of
Waffen-SS veterans whose past sacrifices saved Western civilization and the Austrian homeland ( Judt,
1996). Haider’s showing in the 1999 election brought him into a rightwing coalition government.
However,Vienna’s voters in March 2001 reduced the FP share of the vote by almost a third.

On the basis of 1986 – 99 developments, Austria’s low backlash score of 0 should perhaps be raised
to 2 or 3. It is significant that Austria is one of the two countries that moved sharply upward since
the late 1960s in relative rank of GDP per capita so if Haider does not fade away, Austria will fit the
industrialization/backlash theme.

20. Slightly offsetting these tendencies among left-corporatist countries is a possible convergence
in tax systems. Although we found only small signs of convergence toward tax balance from the late
1960s to 1988, some additional convergence—less reliance on visible taxes—occurred in the 1990s,
especially among the Scandinavian countries.
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ARE POLITICAL PARTIES 
DECLINING?

An Analysis of National Variation 
in Dealignment

Students of comparative politics often consider the United States as the standout case of
party-system decline. Political parties in America are eroding in their strength and unity;
their hold over both politicians and voters is ever weaker; and their capacity to create a
public agenda, mobilize voters around it, and enact legislation is diminishing. These devel-
opments, if they are indeed in process, are critical for the vitality of democracy. Weak and
declining parties, even in a nonparliamentary presidential system like that of the United
States, are a major cause of ineffective governments and the related decline of public con-
fidence and a rise in demagoguery and extremism. This chapter assesses the party-decline
theme and asks whether this trend has occurred; if so, is it peculiarly American or a ten-
dency common to all rich democracies? How can we explain national variation in both
the presence or absence of system erosion and the rate of change?

Some analysts think that the tendency toward party decomposition is universal among
modern democracies (Huntington, 1974; Brittan, 1975;Valen and Aardal, 1994). They at-
tribute this to affluence and related changes in the social bases of politics: increases in ed-
ucation and a large, more-independent and critical upper-middle class; the decline of farm-
ers and the “working class” who constituted the electoral base of agrarian parties and
labor-left parties; mobility and the less-stable relationships and loyalties it brings; equality
and the populist politics it fosters; the expanded role of government in the economy and
the consequent disjunction between a rapid expansion of popular demands for government
action and a slower increase in the capacity of governments to solve problems; the ascen-
dance of the media in politics and culture, which subverts the capacity of parties and gov-
ernments to set agendas and communicate with voters; and the decline of broad-based in-
terest groups such as churches and unions that have served as major party supports in the
past (see chap. 3 on mass-society theory). Some versions of this convergence theory sug-
gest that we are entering a new stage of “postindustrial politics” (e.g., Dalton, 1988).

Other scholars believe that the United States is exceptional, if not unique, in the weak-
ness of its political parties as well as the rapidity and extent of party decline (e.g., Crotty,
1984, p. 37; Ladd, 1982, pp. 77, 124; Dahl, 1994). As sources of long-standing weakness of
parties they invoke America’s divided government (the separation of powers), winner-take-
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all electoral system, bicameralism, a written constitution with its emphasis on rights en-
forceable by a strong judiciary, a weak national bureaucracy, and American individualism
and populism. As sources of recent trends toward party decline even from this weak be-
ginning, these scholars invoke an explosive growth in the number and variety of interest
groups, many of them focused passionately on a single issue; peculiarly paralyzing Senate
rules (e.g., the rising use of the filibuster in the 1980s and 1990s); an increase in the past
four decades in the number of years when Congress and the White House were under
control by different parties compared to previous eras where one party dominated for ex-
tended periods; a rise in populism of both the right and left; and, reinforcing all of the
above, the unusual level of dominance of politics by commercial broadcast media that are
increasingly preoccupied with undifferentiated scandals, exposés, rumor, and gossip.

The first problem we encounter in assessing the theme of decline is the distinction be-
tween party realignment, where the vitality of one major party is sapped while that of an-
other party surges, and dealignment, where the vitality of all major parties declines. �educed
vitality is indicated by a diminishing portion of the population identifying with or be-
longing to parties, a decline in party loyalty in voting among voters and legislators, and sim-
ilar indicators (cf. Stanley, 1988, pp. 66 – 67). Few studies have tried to make a clear dis-
tinction between realignment and dealignment, and fewer have devised clean measures of
dealignment. For cross-national comparisons we will have to settle for rough approxima-
tions. Also severe limitations of data do not permit the 19-country comparisons of previ-
ous chapters.

The second difficulty in assessing the party-decline theme is that a party system can evi-
dence dealignment in several dimensions of party strength and the opposite in other di-
mensions. Students of party politics often distinguish between the party-in-the-electorate
(party mobilization and cultivation of voters, voter identification with a party, and the effect
of party identification on vote choice), party-in-government (the dominance of parties over
individual legislative and executive officeholders, their ability to enact party programs), and
party-as-organization—its structure and its resources of money, personnel, technology, and
skill (Beck and Sorauf, 1992, pp. 11 – 13; Katz and Mair, 1992). An assessment of the Amer-
ican case can illustrate these ambiguities. Then we can deal with measures of dealignment
in cross-national perspective.

The United States: Is It the Textbook Case of Dealignment?

There is much evidence for the idea of party dealignment in the United States, but the
counterarguments and data suggest caution. I first summarize the case questioning the
American-decline theme and then the case concluding that, on balance, the United States
fits the dealignment theme.

Dimensions of American Party-System Vitality That Show No Decline or Increasing Strength

These include an increase in congressional party-line voting; greatly strengthened party
leadership in both houses of Congress; some recent shift in money flow to parties, not can-
didates, and hence a slowing down of the long-term trend toward candidate-centered cam-
paigns; a party realignment, not dealignment, in the South; and, finally, evidence that “in-
dependent” voters are not increasing as a percentage of all voters.
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1. Increased party discipline in House and Senate voting. After declining from 1955 to
1970 – 72, party-line voting in the House increased through 1987 (�ohde, 1991, pp.
14 – 15 and Table 1.1; cf. Sinclair, 1995, pp. 93 – 95, 98 – 99). It reached a peak in the
highly confrontational Congress of 1995 – 96. A congressional reform movement, spear-
headed by the Democratic Study Group 1969 – 75, led to reforms on the selection of
committee chairmen, strengthened the Speakership, revived the Democratic Caucus,
created a Steering and Policy Committee, and somewhat reduced the weight of seniority
in assigning committee chairmanships. Although these and other early 1970s reforms
slowed down the legislative process in the House, they did not weaken the leadership; in
fact, reform strengthened it. Neither did reforms fragment the parties any more than
they already were. (Crook and Hibbing, 1985; Davidson, 1988, pp. 357 – 361; and Demo-
cratic Study Group, n.d.). The House �epublicans, already more party disciplined than
the Democrats, increased the concentration of power in the Speakership in the 104th
Congress. In short, there has been a recent strengthening of party-line voting, a major
indicator of the strength of the “party-in-government.” If House Democrats find it more
difficult to develop a unified position on tough issues such as trade, health-care reform,
labor law, and taxes, it is because of other changes in the political environment: more
demanding constituencies, the proliferation of better-financed and narrower pressure
groups, the multiplication of issues, the rise of candidate-centered media-driven poli-
tics—trends that affect both Houses and both parties.

2. Although entrepreneurial candidates for Senate and House raise huge amounts of their
own money and run their own campaigns—a force for distancing themselves from the par-
ties—the restrictions on money raising and campaign spending of 1974 and after somewhat in-
creased party influence in the selection, training, and financing of candidates. Under the post-
Watergate reforms, candidates 1975 – 96 could not raise “soft” money while the parties
could. Soft money going to parties therefore increased. It is used for party building
(Cotter and Bibby, 1980). (Soft money is money outside the purview of federal election
laws—contributions to parties that are neither limited nor disclosed. Much of it ends up
in the national parties and is recycled in the form of services to state parties.) In the
1980s and 1990s the two parties at both national and state levels greatly increased their
resources of money and staff, compared to the early 1970s, although the �epublicans
retain a big lead in this trend (Aldrich, 1995, pp. 253 – 260).

In the face of this increase in party resources, there has been at the same time a three-
or four-decade increase in the independence of Senate and House candidates from the
national and even state parties because of the explosion of money going directly or indi-
rectly (via PACs) to candidates and because party leaders and party machines in most
states no longer select candidates through their control of state primaries and conven-
tions. What the soft-money rules have done is to constrain the increase in candidate-
centered campaigns. Similarly, since the rise of presidential primaries dominated by sec-
tarian advocacy groups rather than a few key party leaders, there has been a decline of
party influence in the presidential nomination process (discussed later). But soft money
going to the president’s party gives him some leverage over congressional candidates.
Here, again, the trend since the 1960s toward lone entrepreneurial candidates devoid of
obligation to the party has been slowed down—that is, until Congress and the president
go through their next round of campaign finance reform.
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3. The party realignment in the South transformed a one-party system into a two-party com-
petitive system, with the resurgence of the �epublican Party. Since 1952, in both party identifi-

cation and voting there has been a steady shift in the 11 states of the old Confederacy
from Democratic to �epublican among whites; by 1994 the Democrats had become the
minority party. The number of Southern Democratic seats in both Senate and House
went from 121 of 128 (95%) in 1960 to 61 of 144 (42%) in 1996. Ideologically, the shift
was a steady decline in the power of the Dixiecrats who plagued every Democratic pres-
ident from �oosevelt to Carter, the emergence of moderate to liberal Southern Demo-
crats, a marked increase in turnout among black Democrats, and the ascendance of
Christian-right �epublicans. In party identification “ . . . native southern whites—both
young and old—have grown less Democratic, more independent, and more �epublican”
(Stanley, 1988, p. 68). The election of 1996 marked an intensification of this regional
realignment (Meyerson, 1997, p. 63); so did the election of 2000. Party decline, party
dealignment, mostly no; realignment, yes.

4. Party identification and the alleged increase in “independents.” For many elections the
Gallup poll has asserted that upward of 30% of Americans are self-described “indepen-
dents.” Wolfinger and his colleagues, however, show that real independent voters remain
roughly stable at 1 in 12 or 1 in 10 voters since 1950 (Keith et al., 1992, p. 202). If we
measure independence not by self-identification in one question (“I think of myself not
as a Democrat or �epublican but as an independent”) but follow up with “Do you
think of yourself as closer to the �epublican or Democratic Party?” we find that about
two-thirds of the respondents who initially call themselves “independent” say they are
closer to one or another party. This percentage remained stable from 1952 to 1994
(ibid., table 1.1., p. 14 updated). Most important, these “leaners” vote overwhelmingly for
the party toward which they lean, especially in presidential elections. In voting, in their
choice of presidential primary elections, in the stability of their party identification, and
even in their attitudes toward the two parties, the �epublican and Democratic leaners are
essentially partisan (ibid., pp. 80 – 103).

When we eliminate the ersatz independents, what remains are “Pure Independents.”
At their peak they were only 15% of the adult population and never exceeded 11% of
those who cast their ballots in national elections. As a percentage of voters these genuine
independents have not increased over the period 1956 to 1994. (Ibid., table 1.1 updated.)

Wolfinger and his colleagues conclude that “the distribution of Democrats and �e-
publicans is rather constant, the party system is stable, third parties do not prosper, and all
this has been true for many years” (Keith et al., 1986, p. 181). But caution is called for:
First, note the great fluctuation in voting not only among pure independents but among
the much larger number of leaners. In the 1968 and 1980 presidential elections, a high
percentage of democratic leaners defected to the �epublican candidate or to Wallace and
Anderson; in 1964 a large percentage of �epublican leaners defected to the Democrats,
in 1968, to Wallace (Keith et al., 1992, table 4.1); and in 1992, a large percentage of
both �epublican leaners (28%) and Democratic leaners (26%) defected to Perot (update
of ibid.). There were similarly large defections in congressional elections, especially in
1966, 1968, and 1978 (ibid., table 4.2). In fact, as Keith et al. note, data for House elec-
tions show a trend toward more defectors: they averaged 10% of all voters in the 1950s,
15% in the 1960s, 18% in the 1970s, and 21% in the 1980s. (Ibid., p. 202.)
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Second, although there has been no great change since the 1950s in the relationship
of party identification to vote choice (p. 202; W. Miller, 1991; Miller and Shanks, 1996,
pp. 149 – 150), party ID studies do show that the strength of party ID has declined from 1960
to 1992. If we ignore the 10% of voters who are African-American and whose strong
partisanship increased, we find that strong party identifiers (strong �epublicans plus
strong Democrats) declined from about one in three in 1952 – 66 to about one in four
in 1970 – 92 (Abramson, Aldrich, and �ohde, 1994, table 8.2). Even including blacks,
strong party identifiers in preelection surveys in presidential years have gone down from
an average of 36.5% in 1952 – 64 to 26.4% in 1966 – 80 and 29.6% in 1982 – 94 (based
on Keith et al., 1992, table 1.1 with updates for 1992 and 1994). By this measure, party
loyalties, such as they are, are more lightly held.

Third, for our purposes of cross-national comparison, party ID is of limited validity
because of vastly different functions, strengths, and number of parties as well as doubts
about the portability of American wording of relevant survey questions.1 Although party
ID means different things in different nations and the American concept of “Indepen-
dent” is not universally understood, party ID may still have some uses. Where similar
surveys of party ID are repeated over time in one country and show large shifts in the
strength of partisanship, we can use them as indirect indicators of party decline.

Finally, party-line voting in Congress—an indicator of party strength for skeptics who
doubt that party decline has occurred—can itself be interpreted as a source of party
decline and related political paralysis. In the 1990s it meant sharply accelerating con-
frontational partisanship in Congress, culminating in shutdowns of the government and
then the 1999 House vote to impeach the president. If party-line voting increases in a
legislature we can say parties-in-government are becoming stronger. If at the same time,
however, ideological extremes dominate the major parties and they are losing their mass
base, we can reasonably label the combination system erosion. Political polarization—the
inability to forge compromise and consensus—is subversive of the long-run viability of
major political parties. Sustained confrontational partisanship in government contains the
seeds of its own destruction. In cross-national comparisons below, we will encounter
disciplined, united parties in contrasting contexts that produce more benign outcomes—
corporatist democracies with different electoral systems where disciplined parties negoti-
ate accommodations with other parties and interest groups, carry out party programs, and
retain their mass base.

Beyond these caveats regarding the case against party decline, there are six dimen-
sions of American-party decomposition that plainly fit the idea of dealignment or sys-
tem erosion.

Dimensions of System Decline That Fit the Theme of American Party Decline

These are an increase in institutional estrangement and indifference; diminished partisan-
ship among whites and the young; the long-term decline in urban political machines and
patronage, and the more-recent decline of party influence in the presidential nominating
process; decreasing turnout in elections and participation in political activity; more ran-
domness in voting; increasing media dominance of campaigns with a concomitant accent
on campaign tactics and personalities, especially alleged scandals, rather than issues or party.
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1. A decline in trust in politicians, government, and parties. Institutional estrangement and
indifference. As we saw in chapter 4, there was a 36-year (1958 – 94) slide in confidence
in government institutions among the general adult population of the United States with
only a slight uptick in 1970 – 72 and a brief surge in 1980 – 84 (Citrin and Green, 1986,
p. 435, updated by NES data from 1988 and 1992 and poll data for 1994. Cf. Craig,
1993, pp. 1 – 18; Lipset and Schneider, 1983, pp. 14 – 29; and Lipset, 1996, pp. 281 – 284).
Public cynicism about politics and politicians is now pervasive. Most relevant for the
party dealignment theme are surveys that show an increase in mass indifference to politi-
cal parties, a withdrawal of commitment to the system. For instance, the proportion of
the National Election Study (NES) respondents who have neutral attitudes toward the
two major parties rose from 13.0% in 1952 to 36.5% in 1980 (Wattenberg, 1990, p. 62).
Other measures of attitudinal detachment and indifference yield similar results (ibid., pp.
53, 60 – 62, 64 – 66, 30, 49, 155 – 156).

2. Decline of party influence in the presidential nomination process since the rise of pri-
maries dominated by nonelected activists and sectarian advocacy groups. In the past
century or so there have been successive waves of reform that have undermined the
role of parties as mediators between citizen preferences, candidate selection, and public
policies. In the late 19th century there was a norm of very strong party loyalty and
high rates of participation in year-round activities of parties among white males (Mar-
cus, 1971; Ware, 1996). Party involvement in the heyday of American party politics
cut across the social spectrum. Funding and campaigns were party centered. Both sup-
porters and candidates themselves were expected to give money and time to the party.
Parties were important sources of identity, social life, and entertainment. (Ibid., pp.
13ff., 36.)

The first wave of reform was the clean-government, progressive movement (roughly
from 1910 to the 1950s) that led to numerous changes in electoral procedures and public
administration. �eformers such as Hiram Johnson of California were successful in
launching the initiative, so voters could put new laws on the ballot, and the referendum,
so state legislators could get mass approval for laws they proposed. Primary elections gave
states the right to set up an election outside the party and to choose the party’s candi-
dates. Primaries were open to all comers or to voters who declared that they were
“members” of a party. Nonpartisan elections were a final reform that removed parties
from a visible role. (Cf. Lawson, 1987; McCormick, 1986; and King, 1997, pp. 63ff.)
Civil service reforms aimed to eliminate corruption and nepotism; they accented merit
through testing. While this professionalized much of the civil service of federal and state
government, it also drastically reduced patronage at the disposal of parties and the execu-
tive branch. The same clean-government movement subverted party machines that had
created retail politics on a grand scale—precinct captains and ward bosses serving loyal
party voters year-round, educating and mobilizing voters during campaigns, and turning
them out for the party on election day. The heyday of urban machines run by Frank
Hague of Jersey City, Big Ed Kelly of Chicago, and Boss Crump of Memphis ran
roughly from the turn of the century to the “Last Hurrah” of Mayor James Michael
Curly in 1955 or to the symbolic end of Chicago Mayor �ichard Daley in the infamous
1968 Democratic National Convention and his death in 1976. Welfare-state expansion
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from the mid-1930s on also hastened the demise of the urban political machines, taking
away most of their personalized casework functions. Of course, some party patronage
remains; political appointees at high levels of the federal, state, and local civil service are
still in evidence; and local parties still pass out contracts, arrange campaign events, and do
favors for loyal constituents (cf. Wolfinger, 1972; Gibson et al., 1985). As Martin Shefter
(1994) suggests, mayors at the top of urban machines such as �ichard Lee in New
Haven, �obert Wagner in New York, and �ichard Daley in Chicago were able to carry
stable winning coalitions into the 1950s and early 1960s by a partial accommodation of
the liberal reformers’ demands. They divided municipal government by islands of func-
tional power, “granting the party organization access to the patronage of only certain
municipal departments; at the same time, agencies . . . of greatest interest to would-be
reformers (urban renewal, education, social welfare) were placed under the control of
professionals, civil servants, civic leaders, and the downtown business community”
(Shefter, 1994, pp. 85 – 86). But the trend is unmistakable; the argument is about how fast
and far the machines declined in the 20th century.

The second wave of reform that weakened the party system came largely from the left
activists who advocated changes in the presidential nomination process to make parties
more responsive to popular will and more directly democratic. Chief among these are
reforms crafted by successive reform commissions of the Democratic Party from 1969 to
1990, although these affected the �epublican Party as well because state legislatures
adopted some of them as they regulated elections (Polsby and Wildavsky, 1996, pp.
262 – 263). The most important were the McGovern-Fraser guidelines for selection of
delegates, 1969 – 72. Quotas for blacks, women, and youths were established. Direct presi-
dential primaries replaced many state conventions. The net result of these and other
reforms was the virtual elimination of officeholders and party officials from the nominat-
ing process. For example, from 1956 to 1980 the percentage of Democratic members of
Congress who were voting delegates or alternates at national conventions sharply de-
clined—senators from 90% to 14%, representatives from 33% to 15% (Polsby, 1983, p.
114). The proverbial “smoke-filled rooms” were replaced by ideologically committed
movement activists representing African-American caucuses, Hispanic-American cau-
cuses, gay rights, civil rights, women’s rights, and similar factions. They tend to be casual
participants concerned with strong expression of their views and strong commitment to
a particular primary contestant. They are less interested in winning elections through
long-term coalition-building and governing through inevitable compromises. Primaries
multiplied—from 13 states with one or more primaries in 1968 to 39 in 1992. Polsby
and Wildavsky summarize the costs of giving up “peer review,” otherwise known as
“smoke-filled rooms.” Widespread use of direct primaries, they conclude,

encourages prospective candidates to bypass regular party organizations in favor of
campaigns stressing personal publicity, and it provides for no peer review, that is,
consideration of those aspects of fitness of candidates to hold office that can best be
applied by politicians who actually know the candidates, who have themselves a heavy
investment of time and energy in making the government work, and who know that
they may have to live at close quarters with the results of their deliberations. (1996, p.
280)
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The substitution of delegates with little stake in winning and governing for office-
holders and party leaders opens the way for extremist candidates and demagogues in
symbiotic relationship to the media, who emphasize the conflict of personalities and
gravitate to strident advocates of nonnegotiable demands (see chap. 3). The decline of
party influence in the long presidential nominating process is a force for erosion of the
party system (Polsby, 1983). Whether we compare the turn of the century with today or
the era of urban political machines with the last three decades, we can trace this decline.

3. Diminished partisanship and party loyalty among whites and the young. The strength of
party ID among whites (a large majority of voters) declined from the period 1952 – 66
when strongly identified �epublicans and strongly identified Democrats together com-
prised a range of 34% to 38% to the period 1970 – 92 when the strong party identifiers
fluctuated between 23% and 30%; strong partisans were only 26% of the electorate in
1992 (Abramson, Aldrich, and �ohde, 1994, pp. 228 – 231 and table 8.2).2 �egarding the
young, shifts between the two major parties in both party identification and voting were
most evident among young voters from 1972 – 76 to 1988 – 92 (Ladd, 1993, pp. 8 – 9; cf.
P. A. Beck, 1984). And Perot got a whopping 26% of voters among young men (18 – 29)
in 1992 (Ladd, 1993, p. 22). In short, the strength of party loyalty has diminished among
the 85% of the electorate who are white as well as among the young.

4. Decreasing turnout in voting, and a drop in percentage of adults doing campaign and party
work or making campaign contributions. The percentage of the electorate contributing
money to a party or candidate dropped from 10.4 in the 1960s to 8.2 in the 1980s; the
percentage of adults who worked for a party or candidate dropped from 5.5 in the 1960s
to 3.7 in the 1980s (�osenstone and Hansen, 1993, p. 211). From 1973 to 1990 citizen
efforts to influence policy—writing a letter to a representative or senator, attending a
local meeting on a town or school affair, or signing a petition—all declined, steeply for
local politics, moderately for letters, and slightly for petitions (ibid., p. 63). A large-scale
study of civic volunteerism in the United States (Verba, Schlozman, and Brady, 1995)
reports a decrease in the percentage of adults who mention membership in a political
club—down by half from 1967 to 1987 (pp. 71 – 72).3 Voter turnout has followed a simi-
lar downward path. Turnout of eligible Americans in presidential elections declined 24%
from 1960 to 1996; turnout in midterm elections declined 21% from 1960 to 1994. In
1990 about a third of the electorate chose Congress. School bond elections attract even
fewer eligibles—about a fifth. The 1996 presidential election saw the lowest presidential
turnout since the 1920s. Finally, in midterm primaries in 1966, 33% of voting-age popu-
lation cast ballots; that dropped to 24% in 1974 and 18% in 1994 (Lipset, 1996, p. 283)—
a decline of 45%.

In explaining why eligible Americans increasingly shun elections, it is significant that
turnout declined (1) during 1960 to 1996 when education levels rose and registration
barriers at least did not increase and in some states were lowered (Brody, 1978; �osen-
stone and Hansen, 1993, pp. 212, 214) and (2) after the national motor-voter law went
into effect June 1, 1995 (turnout was lower in 1996 than 1992). Obviously, this is not
yet a test of the efficacy of removing registration barriers, but it does suggest that such
barriers, while important, are not the only major source of low turnout and perhaps not
the most important. �osenstone and Hansen (1993, pp. 217 – 218) show that the main
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causes center on declining electoral mobilization—parties gave up labor-intensive can-
vassing, electoral competition declined, social movement activity diminished, and
demands on campaign resources intensified, spreading the supply of time and money
thinner and thinner (the number of contested primaries nearly doubled from 1968 to
1980 and the cost of buying media time soared).4 One additional factor in low and de-
clining turnout is the frequency and complexity of elections leading to voter fatigue. Only
Switzerland can match the United States on this score and it, too, is an extreme case of
very frequent elections and an obsession with initiatives and referenda, with ballot expla-
nations that look like telephone books ( Jackman and Miller, 1995). The American voter
makes as many choices on a single election day as a Canadian or British voter gets to
make in a lifetime. I return later to the problem of voter fatigue in the analysis of cross-
national variations in party decline.

5. More randomness in voting, an increase in ticket-splitting and party-switching. Martin
Wattenberg (1990, pp. 17 – 18, 20 – 23, 155, figures 1.1, 1.2 and table 9.5) shows that the
proportion of split results—different outcomes for presidential and congressional races in
each district—has risen sharply over the past 60 years. “Only about 10 to 15 percent of
the 435 congressional districts had split results in the 1920 – 1944 period. In the twenty
years between 1944 and 1964, however, this figure gradually rose to about 30 percent.
And in 1972 one finds an all-time high of 44 percent” (p. 18). Individual-level survey data
1952 – 80 confirms the trend (ibid., figure 1.2, p. 21). Although the 1980s saw some de-
cline in split-voting from the 1980 peak (President vs. Congress, Senate vs. House), by
historical standards it remained at quite high levels in 1984 and 1988 (pp. 164 – 165).5

(The record high of 1980 was inflated by the abnormal number of Senate challengers and
the Anderson vote of that year.) Similarly, “the number of divided state governments rose
from eleven in 1946 to thirty-two in 1988; statistically, partisan control of the governor-
ship and state legislature have been completely unrelated in recent years” (G. Jacobson,
1990, p. 14). A careful study of contests for five Ohio statewide offices in 1990 (Beck et
al., 1992) points to the main sources of the increase in ticket-splitting. Ticket-splitters are
weak in strength of partisanship and respond to the differential visibility of candidates—by
far the prime determinants. Less important but still significant are higher levels of educa-
tion and age. The attitude that government works better under divided control is unre-
lated to ticket-splitting as is interest in elections. These findings suggest a continued in-
crease in split-ticket voting: strong partisanship is decreasing, education levels are
increasing, and the population is aging.6 Aging is another way of saying that the more
party-loyal New Deal and World War II cohorts are dying off, to be replaced by less
party-committed generations. Differential candidate visibility is a product not only of
incumbency advantage but also famous names—for example, in Ohio, �epublican chal-
lenger �obert Taft or, in national elections, various celebrities from sports, television, and
Hollywood who have turned to politics since �onald �eagan’s success. And such visibility
is itself increasingly a product of media marketing. Thus, media ascendance in politics
should increase the differential visibility that leads to ticket-splitting.

Protest parties, as we shall see in cross-national comparison below, are an ambiguous
indicator of dealignment. But billionaire Perot’s vote of 19% in 1992 as a measure of
alienation from government, politics, and parties is suggestive, taken with other indicators
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of decline. He epitomizes the new breed of antipolitics politicians who offer simplistic
nostrums for everything that ails the body politic; they appeal especially to the middle
mass (see chap. 10 on the social composition of the Wallace, Perot, and David Duke
vote). Over the 100 years from 1864 to 1964 three third-party candidates got more than
6% of the vote; in just the last 30 years three third-party candidates got more than 6% in
4 elections (Wallace, Anderson, Perot). In other words, there has been a recent speedup
in national third-party activity. Nevertheless, we cannot argue that third parties in recent
decades have been more than a minor force for dealignment. The popular vote for
Teddy �oosevelt was 27.4%; for LaFollette, 16.6%; Wallace, 13.5%; Perot, 18.9%—the
only ones getting more than Anderson’s 6.6% in 1976. Since the Civil War only five
third parties have won any electoral votes at all; only two have made any difference to
the outcome of the election—Teddy �oosevelt’s Bull Moose Party in 1912 and the Pro-
hibition Party in 1884. Comparative analysis below suggests that protest parties are only a
secondary indicator of party decomposition, even in electoral systems more hospitable to
their development than that of the United States.

6. The media, especially broadcast media, increasingly dominate campaigns, reducing the voice
of mainstream parties and politicians. Chapter 3 reviews evidence on the impact of the mass
media of communication and entertainment on politics and culture and the limited
cross-national data on the effects of print media, television, and radio. It is clear that the
United States is an extreme case of media domination of increasingly lengthy campaigns.
American politicians and their consultants must spend increasing portions of their time
raising money to buy commercial television, which itself escalates in cost. In 1972 candi-
dates spent $25 million on political ads alone; in 1996, $400 million. The United States
is unique in denying candidates free airtime. Where other democracies allow any paid
political advertising, it is paid for by parties not candidates (Holtz-Bacha and Kaid, 1995,
p. 11).

Because of the organization, financing, and content of the American commercial
media, they amplify extremes, divert attention away from parties and issues, and exacer-
bate tendencies toward political polarization. After 1956 specific appeals to party loyalty
in the media have been almost nonexistent; while negative advertising and negative
media coverage have greatly increased (West, 1993; Lichter and Amundson, 1994; Patter-
son, 1996; Sabato, 1991; Lichter and Smith, 1993; Jamieson, 1992). Network television
news—which still has well over half of the audience—now conveys a relentlessly negative
image of candidates, governing politicians, and public officials; there is a steady tabloidiza-
tion of the press, as prestige newspapers (e.g., the New York Times, the Washington Post)
increasingly ape television and radio and both move toward the talk-show format
(Oprah, Donahue, the McLaughlin Group, �ush Limbaugh, Larry King Live)—alternating
between attack-dog “journalism” and sensational gossip and rumor. (There are now
8,000 talk shows in the United States.) Although print journalism, television network
news, and talk radio are still different in many ways, they all converge toward talk-radio
content, typically serving up a steady diet of hatred for the government, picturing politi-
cians and civil servants as corrupt conspirators (Lichter and Amundson, 1994; Patterson,
1993a, 1993b, 1996; Sabato, 1991; Ornstein, 1993/94; Fallows, 1996). In other words,
there is a Gresham’s law of political discourse: bad talk drives out good talk. All this has
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had a significant impact on voter perceptions of the public agenda and their images of
public officials (Iyengar and Kinder, 1987), deepening cynicism and discouraging turnout
(Ansolabehere et al., 1994).

Two careful studies can illustrate the nature of evidence regarding media impact (chap. 3
reviews other studies). The first (Page, Shapiro, and Dempsey, 1987; Page and Shapiro,
1992) dissects the effect of TV news content on public opinion from 1970 to 1985. The
researchers chose 80 pairs of policy questions on a great range of domestic, foreign, and
defense issues that had been repeated over an average of three months in national survey
samples. They then did a content analysis of news broadcasts aired in between and just
before each pair of surveys. They focused on reported statements by a specified source,
coding (1) its relevance to the policy question; (2) its salience in the broadcast; (3) “the
pro-con direction of intended impact of the reported statement or action in relation to the
most prominent policy alternative mentioned in the opinion item” (Page et al., 1987, p.
26). The results are unequivocal: of 10 sources in these broadcasts, the most dramatic im-
pact on national attitudes came from news commentary by anchorpersons, reporters in the
field, and special commentators; a close second influence was “experts”—themselves cho-
sen and credentialed by the newscasters’ networks. All other influences were very small: in
descending order in regression equations, the trivial influences were events, unfriendly
foreigners, the opposition party, a popular president, friendly or neutral foreigners. Groups
with negative but still small influences were members of the president’s party, “interest
groups,” and courts—sources that were most discounted by the public. In short, despite
public complaints about the media, the network news and the experts they choose retain
overwhelming credibility and shape public opinion far more than any other source, includ-
ing the events themselves, presidents, and political parties. �ichard Brody’s (1991) study of
presidential approval ratings also concludes that real events are much less important than the
media selection of and spin about events. And opinion leaders’ interpretation of events,
while important, are filtered by the media (cf. Sahr, 1993).

The second study, by Zaller and Hunt (1994, 1995) focuses on the effects of news
stories on vote outcomes rather than political attitudes. The researchers examined sup-
port for candidates Hart, Carter, and Perot over time and regressed candidate support on
media content. They found that their overall measures of positive news coverage and
negative news coverage for each candidate closely predicted shifts in voter preferences.
Adding an analysis of Time and Newsweek coverage of 19 candidates for president from
1976 to 1992, they confirm the consensus of media researchers regarding the rise of
competitive belligerence in the news media: “candidates running in more recent elec-
tions have had to endure far more press-initiated criticism than candidates running in
1976 or 1980” (Zaller and Hunt, 1995, p. 104).

Although the media are not the only factor shaping the public agenda and public
images of the government and its leaders, they are now a leading factor. And, as we have
seen in chapter 3, the United States is a leader in the degree of media dominance in
campaigns. The effect is to diminish the voice of politicians who would accent substan-
tive issues or party programs.

What is new in all of this? Popular distrust of politicians is not new; tabloid attack
journalism is not new; populist attacks on authority are not new. What is new is the
media amplification of previously scattered attacks; a sustained din about undifferentiated
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crises; and scandalmongering that is not only about current events but events of 10 or 20
years ago. In other words, the scope and depth of media penetration is new. Finally, and
most important, the tabloidization of the respectable press is new; they, too, have become
peddlers of gossip and venom. In the past there was offsetting serious discourse: the Fed-
eralist papers of Hamilton, Madison, and Jay were serialized in the major papers; the
great presidential orators—Jackson, William Jennings Bryan, Wilson, Clay, FD�—drew
large audiences. Some came from great distances and would be disappointed if a speech
did not go on for at least two hours. Compare the bits of opinion in the op-ed page of
the New York Times and the ever-briefer sound bites on TV.

In sum: Despite evidence of an increase in congressional party-line voting, a recent slow-
down in the rate of increase in candidate-centered campaigns (soft money flowing to par-
ties), more realignment than dealignment in the South, and a stable 10% of real “indepen-
dent” voters, the countervailing evidence of party decline is the basic story. At the same time
that parties-in-government (in Congress and many state legislatures) are becoming stronger,
parties-in-the-electorate are weak and are becoming weaker. If masses of voters are with-
drawing from the party system, if increased party discipline in Congress is accompanied by
polarization, gridlock, and a rising tendency of politicians to trash the institutions of gov-
ernment, “parties-in-government” will follow their decline in the electorate. In my view,
when it comes to the most important dimensions of party decomposition—those that shape
the capacity to govern—the United States ranks very high: electoral volatility; ticket-
splitting, and party-switching; low and declining voter participation that can be explained
only partly by barriers to registration; the shift from party-centered and financed campaigns
to candidate-financed and centered campaigns with a mass-media focus, from party and issue
appeals to personalities and attack ads; increasing mass distrust of the system.

In comparative perspective, the case for ranking the United States as a model of party
dealignment is even clearer.

Types of Political Economy and Party Decline:
Cross-National Evidence

There was a time two or three decades ago when one could confidently speak of an
American style of candidate-centered politics with weak parties and a European style of
party-centered politics with strong parties. There is still much truth in the statement.
Although American tendencies of recent years—the use of polls, surveys, specialized
consultants, direct mailing technology, media mania—are beginning to infect the poli-
tics of all rich democracies, significant variations remain. Most important, outside of the
Anglo-American democracies, and especially outside the United States, party-centered
campaigns, not candidate-centered campaigns, remain the rule (Bowler and Farrell,
1992, pp. 1 – 23, 223 – 235.) Everything depends on where campaign resources—orga-
nization, money, and expertise—are located. Where parties are firmly established and
campaigns are party-centered, modern political technology may facilitate centralized
control by national parties and strengthen party systems. But where, as in the United
States, polls, consultants, money, and the media are put at the service of individual can-
didates whose obligations to the party are minimal, then their use induces party decline.
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(Soft-money rules shifted this pattern in the United States from overwhelming to
merely highly developed.)

Party decomposition varies greatly by type of political economy and type of electoral sys-
tem. Trends toward party dealignment are much more prominent among the least-corporatist,
most-fragmented and decentralized political economies, largely but not exclusively Anglo-
American. These countries are most vulnerable to mass-society tendencies discussed in chap-
ter 3. In contrast, democratic corporatism reduces the rate of decline of political parties. In
corporatist countries the constituency base for major parties and coalitions includes strong and
relatively disciplined, coordinated unions, employer federations, farm organizations, and
churches, whose relations to parties are tight and whose consultation with government bu-
reaucracies is frequent and easy. In turn, the quasi-public associations find parties helpful in
mobilizing support for peak bargains. Together both parties and economic power blocs help
governing parties or coalitions control the policy agenda, framing media content and contain-
ing single-issue groups and other particularistic pressures.

Electoral systems also shape the vitality of parties and the prospect of party dealignment.
Most important is the presence or absence of various forms of proportional representation
(P�) and the initiative or referendum, types of direct democracy. Not only is P� the most
important historical cause of corporatist bargaining arrangements, which, as we have seen
throughout this book, foster societal consensus and industrial peace, but P� has a direct effect
on politics: if properly modified, P� facilitates coalition politics, while plurality systems with
first-past-the-post rules that result in grossly unrepresentative governments encourage polar-
ized politics (see chap. 2 and table 2.1). However, pure P�—approximated in the electoral
systems of Denmark, the Netherlands, and until 1993 Italy—may have the opposite effect; it
may produce a very large number of contesting parties, a force for party decline. Evidence
indicates that the higher the number of parties, the higher the electoral volatility, one mea-
sure of dealignment. Similarly, changes in the number of parties—either a decrease or in-
crease—produce more electoral volatility. (Pedersen, 1979, p. 19, a study of 13 European party
systems, 1948 – 77.) Denmark, a standout case of both pure P� and electoral volatility, has av-
eraged 10 parties with seats in the Folketing in the period 1973 – 88 (Mackie and �ose, 1991,
table 5.6c) and in the 1973 election doubled the number of parties. But Denmark is not typ-
ical. As we have seen in chapter 2, the architects of P� in 10 of the 13 rich democracies that
now use it modified it to keep extremes of left and right or militant splinter groups out of
office. They set seat-winning thresholds high (Sweden’s is now 4%, Germany’s is 5%); they
kept district magnitudes within reason (not too many seats per district), and in other ways
used P� to encourage a balance between moderation and representation.

In short, we can expect modified proportional representation as it interacts with leftism,
Catholicism, and democratic corporatism to reduce the rate of party decline, if not prevent
it entirely.

Measures of Party Decline and Tests of the Theory

Two cross-national studies that attempt to distinguish party dealignment from party re-
alignment permit a preliminary judgment about the role of corporatism in slowing party
decline: Howard �eiter’s (1989) study using 10 to 12 measures of party dealignment ap-
plied systematically to six detailed country studies (measures are necessarily a bit different
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for each country) and Franklin, Mackie, and Valen’s (1992) thorough study of 16 democ-
racies 1960s– 80s. They reach similar conclusions that are consistent with my theory.

A third study by Leithner and Vowles (1996) is a good introduction to the problems of
measuring party decomposition. It develops an unusually rich database on voting, local
polling-booth records for New Zealand; devises a measure of dealignment for each elec-
tion to the New Zealand House of �epresentatives from 1908 to 1993; and compares three
measures of voter volatility from 1963 to 1993.

Studies of electoral turbulence based on aggregate election returns must face the eco-
logical fallacy—the difficulty of inferring patterns of individual behavior from aggregate
data on a geopolitical unit such as a neighborhood, precinct, or community. For instance,
Mogens Pedersen’s (1979) widely used index of electoral volatility relies on changes in ag-
gregate national-level party vote shares. Absolute differences between one election and the
previous election are summed and then divided by two. An index so constructed cannot
reliably tell us what individual voters are doing, and it cannot clearly distinguish between
realignment and dealignment. If a third of Democrats in the United States vote �epubli-
can in the next election while a third of �epublicans defect to the Democrats, the Peder-
sen index would fail to detect the extent of individual shifts; for this unlikely case, the two-
party vote shares would remain stable (zero volatility). Moreover, if a third of Southern
Democrats defect to the �epublican Party while the �epublicans remain loyal, the Peder-
sen index would detect the volatility; but, in this more realistic illustration, the numbers
more likely reflect realignment than dealignment. Despite these difficulties, increases in ag-
gregate vote fluctuations cannot be rejected as a clue to erosion of party loyalties. In fact,
Leithner and Vowles (1996, pp. 2, 8, 19) find a positive correlation (r � .42) between the
Pedersen index and survey data on individual voters 1963 to 1993. Thus, while weak, the
Pedersen index is useful where no other measure is available. Noting the limitations, Lei-
thner and Vowles devise a stronger alternative. They use Thomsen’s logit method of eco-
logical regression comparing aggregate electoral returns from pairs of successive elections,
taking care to stay within the same electoral boundaries (1996, pp. 5 – 6). The correlation
between these aggregate estimates of volatility and individual survey data 1963 – 93 is quite
strong (r � .74) (ibid., p. 7). And partisan dealignment by these measures of vote volatility
are associated with declining turnout, as well as declining interest in politics, political effi-

cacy, and party identification from 1963 to 1990 (Vowles, 1994). With these measures and
other data on particular elections, Leithner and Vowles conclude that New Zealand, one of
the oldest modern democracies, began a slow, steady slide toward dealignment in 1951,
which, as I show later, accelerated after 1985.

Now we can consider some cross-national results where dealignment is distinguished from
realignment and where many measures of dealignment can be combined to give us a general
picture of relative party-system stability or decline. �eiter (1989) applies up to 12 measures
of party decline to six case studies (USA, Britain, Sweden, Norway, France, West Germany)

1. Party identification (ID).

2. Time of vote decision (before campaign or convention � partisan).

3. Party loyalty. Of voters who identify, percentage that vote for that party (or
presidential candidate).
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4. Consistency in vote vs. switching from one election to another. Loyalty to
prior vote.

5. Strength of party preference.

6. Parliamentary party unity in voting or congressional party loyalty (voting
with your party).

7. Turnout.

8. Steadiness of vote intention throughout campaign.

9. Legislators or party leaders “interested in my views” (survey questions).

10. Names a party that “looks after my interests” (survey questions).

11. Parties in general “interested only in my vote, not my opinion” (survey
questions).

12. Percentage of unspoiled ballots. Spoiled ballots are seen as an expression of
alienation from all parties.

By these measures, most parties in the six nations have not experienced any increase in ran-
dom volatility; there is no general pattern of decline.7 For my theory the summary rank
order of dealignment is most relevant. With only a little illustrative detail on each case, here
is my interpretation of �eiter’s data from most to least party decomposition:

1. The United States 1952–84. By far the leader in party dealignment. Decline begin-
ning in the mid-1960s in strength of partisan identification and in percentage who said
they identified with any party whether strongly or not and in party affect (percentage of
respondents who give either positive or negative response at least once). All four mea-
sures of voter loyalty to party as well as turnout declined. These trends affect whites and
young people most. For example, even though young American voters typically start
from a lower base than their elders, they nevertheless declined in partisanship far more
than older age groups. Only timing of voter decision, greatly influenced by the condi-
tions of particular elections, showed no significant change. Party-line voting in Congress
also declined in the period �eiter studies but increased thereafter.

2. Britain. The runner-up in party dealignment, with similar timing but conflicting
trends. Large declines in self-reported partisanship, in early vote decisions, and a slight
decline in proportion of voters who voted their party identification. Parliamentary party
cohesion also has declined since the early 1970s. But on a range of other measures, little
if any monotonic decline is evident. And there are mixed results on which social groups
are most affected—no clear pattern. Some of the results regarding the dissatisfactions of
Labour Party supporters with their party’s policies and performance suggest a realign-
ment coincident with the fairly strong signs of dealignment.

3. Sweden 1956–85. By some measures Swedish parties have very slowly lost some of
their mass support since the early 1970s, especially among the “working class.” But no
decline appears for party membership, voter loyalty (percentage of party identifiers who
voted for their party), turnout, and legislative behavior. Given the resurgence of the So-
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cial Democrats in the 1994 election, we cannot even say that there is a major realignment
going on.

4. Norway 1957–85. No clear pattern for the nine indicators available. Party ID by
two measures declined after 1965, rebounded to previous levels in 1977 and thereafter. In
fact, the percentage of strong identifiers was higher in 1985 than in any previous year.
The proportion of early deciders did drop in 1977 and after. Turnout fluctuated. There
was no long-term, dramatic drop in partisanship by any measure. Some realignment
around new issues—membership in the EEC, abortion, and North Sea oil policy—is
evident.

5. France. Parties have been reinvigorated since the Fifth �epublic of 1958. There is
an increase in the following indicators: the strength of party ID; turnout; attitudes toward
the party system; party cohesion in the National Assembly; party membership; and the
effect of partisanship on the vote. �ivals to the party system—interest groups and the
media—remain weak. Two clues in the opposite direction—a decline in the proportion
of voters who support the same party in two consecutive elections and a drop in the
percentage of French citizens who say they feel close to a party—cannot offset the
weight of evidence of system persistence if not party revitalization. France is a turbulent
country in other respects (see chap. 10), but its party system shows little erosion.

6. West Germany. Very little sign of dealignment, many indicators of increasing sys-
tem strength. Turnout and the percentage of unspoiled votes have risen since the Federal
�epublic began, with only a little drop in the 1980s. Party membership rose from 1960
to 1984 and leveled off recently. Some indicators of partisanship show a decrease, others
an increase.8

This rank order is strong confirmation of the theory: the greatest party dealignment has
occurred in the United States and Britain, noncorporatist political economies with plurality
electoral systems and first-past-the-post rules and hence the most unrepresentative govern-
ments (cf. Lijphart, 1994, pp. 57ff.; 1984, pp. 161 – 165). The United States, the textbook
case of party decline, adds other structural barriers to party discipline and a representative
legislature (see above) and is more decentralized and fragmented than Britain; it therefore
exceeds Britain in party decomposition.Very little erosion of party systems is evident in
Norway and Sweden, left-corporatist democracies with electoral systems based on P�. Nor-
way comes a bit closer to pure P� than Sweden: Norway has no legal threshold in its P�

system, and its electoral formula is a little more favorable to small parties, although district
magnitudes (number of seats per district) are similar to Sweden’s. This may help to explain
Norway’s slightly higher electoral turbulence. Even less erosion is evident in France and Ger-
many. France is a case of a highly centralized state, a corporatist political economy exclud-
ing labor, and from 1958 a mixed majority/plurality system: the national assembly is elected
in two rounds with a minimum threshold of 12.5% for the second ballot, where plurality
rules; the president is elected by majority, using a runoff between the top two candidates if
necessary. (There was a moment of P� for one national election, 1986, and since then re-
gional elections have been conducted by list P�, but in the larger picture this is insignifi-

cant, so France is a negative case for the theory; it should evidence more party decline than
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it does and some students of French politics believe it did in the 1990s.) Germany is a case
of Catholic corporatism with some left party power and an electoral system mixing P� and
plurality: list P� with two votes per voter but almost entirely proportional in the allocation
of seats. Its political economy, while not corporatist by our quantitative measure, evidences
strong functional equivalents to consensual bargaining arrangements (see chap. 2).

The main story so far is that by numerous measures there is great party dealignment in
the two most-fragmented and decentralized political economies and little or no decline
among corporatist democracies, with or without labor. Except for France, a modified P�

system is an added barrier to party decline. Germany, with the most-modified P� system,
has the least party decline.9

These conclusions find further support in studies that use different measures of dealign-
ment emphasizing the crumbling of stable social cleavages that underpin party stability (cf.
Lipset and �okkan, 1967). The argument, in brief, is that changes in social structure lead
to the erosion of old cleavages of class, religion, ethnicity, region, and residence (urban-
rural) and the development of new ones—for example, public employees vs. private-sector
employees, environmentalists vs. labor, the middle mass vs. the highly educated and the poor
(see chap. 10)—or the exacerbation of the old ones (e.g., minority-group conflict). These
changes in social structure undermine the social bases for system stability and party vital-
ity. The argument resembles convergence theory and implies that all party systems among
rich industrial democracies will erode as the older social cleavages give way to the newer,
although the timing will vary by the timing and degree of structural change.

The most thorough recent study of electoral behavior and attitudes based on this type
of analysis covers 16 countries, including 14 of our 19 rich democracies, from the late 1950s
through the 1980s (Franklin et al., 1992) and can be used to test my theory about types of
political economy and electoral systems.10 For party decomposition Franklin et al. use the
changes in the share of votes cast for the bloc of left parties identified in each country. The
rationale: the left-right cleavage remains the defining and enduring division in these coun-
tries and left parties are more comparable cross-nationally than right parties (ibid., p. 16; cf.
Wilensky, 1981c, and chap. 2; and Valen and Aardal, 1994, p. 299). As proxies for the
strength of traditional social cleavages they use numerous social characteristics—occupation,
age, union membership, income, education, sex, rural-urban residence, and region in addi-
tion to language and race in countries where these are relevant—and attitudes (class self-
identification and religiosity) (Franklin et al., 1992, pp. 17 – 21, 433). As proxies for new
cleavages they use public vs. private employment, public vs. private consumption (specifi-

cally public or rental housing vs. private home ownership), gender issues, and “postbour-
geois” vs. “materialist” values measured by Ingelhart (pp. 50 – 54).

The conclusions: First, while there has been a widespread reduction in the variance in
party dealignment explained by traditional social structures (consistent with convergence
theory), there are very large national differences in the timing, pace, and amount of party
decline (pp. 385 – 393). Second, and most important for my theory, corporatist political
economies experienced later and less decline than the more-fragmented and decentralized political
economies. The countries that evidence the earliest decline (Canada, the United States, and
Ireland, followed by Britain, Australia, New Zealand, and France) are all least corporatist,
again with the exception of France. In the amount of decline, among democratic corpo-
ratist countries only two (Denmark and Belgium) have fallen to levels comparable to the
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least-corporatist countries.11 Finally, reinforcing my conclusion in chapter 4 regarding the
severe limits of “postindustrialism” theory, Franklin et al. found that the effects of “post-
materialism” were negligible no matter what they try to explain—electoral choice or any-
thing else. Such “values” added nothing even to the explanation of support for new par-
ties to which the vanguard groups that comprise the postmaterialist generation are
presumably attracted. Similarly, gender, consumption (e.g., home ownership), and public vs.
private employment had only slight effects on electoral behavior in some countries, more
in others (ibid., chap. 20 and p. 414). “In no country,” they conclude, “is the decline in the
structuring properties of traditional cleavages balanced by increases in the structuring prop-
erties of new cleavages” (p. 386). Instead, the crucial sources of variation in party decline
are the old standbys: structures of bargaining and electoral systems; and, in the Franklin et
al. study, such social characteristics as education, age, occupation, and minority-group sta-
tus and class. Leithner and Vowles’ (1996) similar analysis of the impact of older and newer
social cleavages on their party stability index reach similar conclusions for New Zealand.12

Voter Turnout, Election Frequency,
Direct Democracy, and Voter Fatigue

Because low voter turnout is taken as a sign of a weak party system and declines in turnout
are one measure of dealignment, we must give special attention to the radically deviant cases
of the United States and Switzerland, two countries that share the distinction of having by
far the lowest turnout in the democratic world. In a study of turnout in our 19 rich
democracies plus Greece, Portugal, and Spain, Jackman and Miller (1995) examined aver-
age voter turnout 1981 – 90 as a percentage of the eligible population for the lower-house
election (and average turnout in the United States and France for presidential elections).
They found that turnout ranged from 41% to 93%. Without the two deviant cases
(Switzerland at 41% and the United States at 51%), the average turnout was 80.3% with a
low of 69% (Canada). Their multivariate analysis shows that three variables are most im-
portant in determining national variations in turnout: (1) Mandatory voting laws. This is con-
sistent with the cross-national studies by Jackman (1987) and Wolfinger, Glass, and Squire
(1990), who show that fines for not voting and the ease of registration are crucial predic-
tors of high turnout. (2) The structure of political competition, that is, the extent to which elec-
toral districts are nationally competitive. Proportional representation with large district magnitudes
(large number of representatives to be elected from each district) fosters such competition;
single-member districts where winner takes all discourages such competition (campaign
managers write off losing districts). (3) Multipartyism, at least at the extreme of a large num-
ber of effective parties, discourages turnout. Jackman and Miller suggest that, in multiparty
systems that produce coalitions, voters cannot predict the shape of the governing coalition
so they are discouraged from voting. But in the United States and other majoritarian first-
past-the-post systems, the voter knows with more certainty the shape of the government if
one or another side wins; and yet turnout in these countries (the United States, United
Kingdom, Canada) tends to be low. Instead, as we have seen earlier, it is the large number
of parties in systems with nearly pure P� that dampens turnout (as in the Netherlands,
Switzerland, and Denmark). In contrast, modified P� interacting with corporatist bargain-
ing arrangements tends toward not only coalition politics but above-average turnout (as in
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Sweden and Austria, 85%; Norway, 82%; Germany, 79%; and Belgium, 87%).13 In the rank
order of causes of turnout in the 1980s, unicameralism is a poor fourth and degree of dis-
proportionality in the translation of votes into seats is a poor fifth. No cultural variable
(e.g., life satisfaction, interpersonal trust, rates of political discussion) has any influence (ibid.,
p. 481). This confirms Wolfinger et al. (1990) who found that national variation in polit-
ical and social alienation had no effect on turnout; if anything, the more-alienated and dis-
trustful populations (Italy, France) had quite high turnout relative to the less-alienated pop-
ulations, again highlighting the overwhelming importance of electoral laws, ease of
registration, and other political institutions and mobilizing structures.

Explaining the uniquely low turnout of voters in Switzerland and the United States—two
countries so different in their size, culture, economy, and politics—is a challenge. As we have
seen in previous chapters, they are both extreme cases of federal decentralization; they both
have bicameral legislatures where the upper house has two members for each state (canton)
whatever its size; both constitutions protect civil liberties and states’ rights. But Switzerland,
at least marginally, fits our category of corporatism-without-labor and has a consensual style
of governing (the seven-member Federal Council that runs Switzerland—the grand coali-
tion—has had the same party representation since 1959 (Klöti, 1991, pp. 2, 15 – 16). There is
a sizable labor movement and industrial peace. The Swiss government bans political adver-
tising on television and imposes universal military service. In sharp contrast, the United States
has a confrontational governing style, a weak labor movement, above-average industrial con-
flict, unrestricted media dominance of politics, no large integrative national service, and more
big swings in politics and policy. The differences in size of population are huge. These insti-
tutional differences explain why the Swiss can indulge direct democracy without subverting
consensual democracy. The U.S.-Swiss similarities that explain their common low turnout
are their extraordinary frequency of elections, their radical use of the initiative and referenda,
and the voter fatigue that both of these create (cf. Crewe, 1981; Jackman and Miller, 1995).

If we combine the frequency of national initiatives and referenda, state (cantonal), and
local (communal) initiatives and referenda, and elections of officials at every level, both
countries are astounding in the voting demands they make on their citizens. And since
1970 both have increased the frequency of ballots and the choices they present. Switzer-
land is the star in initiatives and referenda; among democracies in the postwar period it ac-
counts for two-thirds of the total (Kobach, 1994, p. 98). From 1972 to 1993 it averaged 8.4
qualified national ballot initiatives and referenda per year (up from 3.4 from 1945 to 1971)
typically spread over two to four separate trips to the polls per year (ibid., pp. 98 – 99, 141,
and my calculations from table 4.1, pp. 117 – 129). While that high number of separate bal-
lots per year has remained stable since World War II, the number of Swiss initiatives has
become a deluge (based on pp. 116 – 129). While initiatives and referenda were accelerat-
ing in Switzerland, turnout was declining (Austen, Butler, and �anney, 1987, p. 139), con-
firming the theme of voter fatigue.

There are no comparable figures for the United States because there are no national ref-
erenda or initiatives. But at the state level the number of initiatives on each ballot started
to increase in the late 1970s. In vanguard California, initiatives exploded in the 1980s,
reaching a peak of 28 or 29 in 1988 and 1990, then slacked off to a still-high level of about
15 per ballot in the early 1990s and back up to a combined total 27 in the March and No-
vember elections of 1996. Although California is the champion in the use of this direct-
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democracy device, other high-use states (Oregon, Washington) have also accelerated their
use of the initiative, while states that have rarely used it in the past (South Dakota, Utah)
are more recently voting on such measures more often (Magleby, 1994, p. 232). Beyond the
rise of statewide initiatives are proliferating municipal and county initiatives.

Although Switzerland obviously leads in national ballot initiatives, it is likely that the
United States leads in number of elections to choose officials. In any case the decentraliza-
tion and populist character of both Switzerland and the United States ensure that ballots will
be as abundant as berries. Crewe (1981, p. 232) describes the American peculiarity:

No country can approach the United States in the frequency and variety of elections,
and thus the amount of electoral participation to which its citizens have a right. No
other country elects its lower house as often as every two years, or its president as
frequently as every four years. No other country popularly elects its state governors
and town mayors; no other has as wide a variety of nonrepresentative offices ( judges,
sheriffs, attorneys general, city treasurers, and so on) subject to election.

In addition, U.S. voters choose thousands of officials of school districts, water districts, tax
districts, transportation districts, sanitation districts, and more. In referenda and initiatives in
both the United States and Switzerland a single ballot typically includes multiple and dis-
parate issues.

California is the scene of an entire industry devoted to qualifying initiatives on the bal-
lot and selling them. Interest groups hire firms of specialized consultants who pay signa-
ture collectors 75¢ to several dollars a signature to reach the qualifying number. Advertis-
ing budgets on many issues are huge; the money is both raised and spent mainly in mass
media buys and computerized mailing blitzes.Voters rely heavily on political ads to make
up their minds on initiatives; they display great volatility in their vote intentions (Magleby,
1994, p. 249), which suggests both confusion and vulnerability to manipulation. That
money talks is demonstrated by the pattern of winning and losing initiatives. Three care-
ful studies converge in the conclusion that there is at least a modest impact of big one-
sided spending in passing initiatives and an overwhelming impact of big one-sided spend-
ing in defeating initiatives (Owens and Wade, 1986; Magleby, 1994; and Banducci, 1998).14

The ballots themselves and the explanatory material accompanying the ballot require a high
level of reading comprehension (one California study claimed that a graduate degree was
necessary). The legislature increasingly abdicates its deliberative role and turns over all man-
ner of issues to “the people” in referenda. In fact, since 1978 when it passed Proposition
13, California has been on what Peter Schrag calls “a plebiscitary rampage . . . a continu-
ous cycle of reform and political frustration, with initiative after initiative imposing state
and local tax limitations, spending limits, term limits, a formula for school spending, three
strikes [lifetime imprisonment for third-time offenders, a kind of pension for older crimi-
nals way past their prime], and prohibiting public education and other services for illegal
immigrants . . . ” (1996, p. 28). Students of California government agree that the net effects
have been largely unintended: a shift in power from local government to a state govern-
ment paralyzed by uncoordinated restrictions on its taxing and spending powers and its
staffing; lengthy gridlock on annual state budgets; growing inequities in property taxes; ex-
cessive dependence on bond issues; an increasing difficulty for voters to comprehend the
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system and hold anyone accountable for the deterioration of services and the physical in-
frastructure; and a rise of populist demagoguery of every kind. Despite the obvious attrac-
tions of direct democracy, where it is most fully developed its practical results are an over-
load of voter decisions, voter disaffection and confusion, voter fatigue, and, finally, low and
declining turnout, and party decline. Unless there are strong countervailing sources of con-
sensus as there are in Switzerland, direct democracy also produces government paralysis.

The Protest Party Challenge

A final piece of the picture of party decline and party realignment is the new party chal-
lenge, the recent growth in the number of protest parties, most prominently the Greens
and new ethnoregional and nativist parties. Are these signs of party dealignment? Three
findings in the studies of these protest parties suggest that they are at best a supplement to
better measures of party dealignment. First, while there has been growth in the number
and electoral success of small parties since World War II, the growth is quite small. For in-
stance, a study of 13 West European democracies (Mair, 1991) finds no substantial change
in the balance between small parties and large, established parties. In the 1950s the major
parties polled an average of 68.4% of the vote; that declined to 63.1% in the 1970s and
then stabilized at 63.9% in the 1980s. The vote share of small parties—including Greens,
regionalist-nationalists, extreme right parties, Communists, left-sectarian spin-offs from
mainstream social democrats, as well as new Christian, Liberal, and Agrarian parties—rose
from 30.3% in the 1950s to 34.5% in the 1970s, then fell to 32.0% in the 1980s—a rise of
less than two percentage points in four decades (Mair, 1991, pp. 51 – 52).15

Second, these protest parties tend to be heterogeneous in ideology and even social com-
position and therefore are quite unstable; they lack the firm anchor provided by a distinc-
tive and coherent ideology or a steady social base. The Green voters in Europe, for instance,
range from older folks who are nostalgic about the destruction of the Black Forest where
they hiked as teenagers to militant young radicals (“Fundis” or fundamentalists) who believe
in direct and sometimes violent action against nuclear installations (see chap. 15) to con-
ventional activists (“�eales”) who advocate negotiation with industry and parliamentary par-
ticipation on numerous issues. A study of Green politics in seven European democracies
concludes “(a) Green voters are not sufficiently socially homogenous to lend support to the-
ories linking Green voting with the interests of particular social groups, and (b) the variables
measuring ‘new politics’ values [postmaterialism, left ideology, environmentalism] fail to a
surprising extent to explain Green voting” (Franklin and �üdig, 1995, p. 433). In fact, in
some countries even environmental concern is not much more prominent among Green
voters than among non-Green voters. What is most notable about this seven-country study
is that all of the alleged causes of Green voting taken together—social structural (youth, high
education levels, employment in the public sector) or ideological (left-wing values, postma-
terialism, environmentalism)—explain no more than 8.8% of the variance in Green voting
(p. 425). In short, neither social base nor ideology holds Greens together.

The lack of either a solid social base or a common ideology explains why the protest
voters do not tend to shift their party identification. Scheuch and Scheuch (1997) estimate
that at least two-thirds of voters for the new-left and new-right parties in Germany are nei-
ther rightist nor leftist in their orientation; they are pure protest voters.
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The final reason for the limited use of protest parties as a sign of system erosion is that
the dominant parties and governing coalitions have been quite flexible in responding to the
new demands. They have incorporated much of environmentalism and feminism into their
party programs and policies (Kitschelt, 1994, pp. 112 – 206); unhappily, they have also often
accommodated the nativist and xenophobic sentiments of ethnoregional parties into their
programs on trade and immigration (see chap. 17 on globalization).

There are, of course, variations in the success of protest parties across countries and over
time. Some evidence indicates that the more decentralized and fragmented the political
economy, the greater the success of protest parties. Thus, a study of 16 of the most threat-
ening ethnoregional parties in five West European democracies (Britain, Italy, Spain, Bel-
gium, Finland) shows that their electoral success from 1980 to 1992 is related to the de-
gree of centralized corporatist bargaining. These parties had less success in corporatist
Belgium and Finland, more where such structures are nonexistent (Britain) or weak (Italy)
(Müller-�ommel, 1994, p. 194 and table 2;16 and my discussion of nativist protest in chap.
17). Further, there are regional and local variations in protest-party success. In the relatively
stable party system of Germany, for example, voters in the port city of Hamburg on Sep-
tember 19, 1993, massively defected from the established parties—from the Social Demo-
crats, the Christian Democrats, and the Free Democrats. The Greens scored 13.5% of the
vote; the neo-Nazi far right, 7.6%. Until this becomes national and persists over time, how-
ever, we cannot count it as a significant dealignment.

Both the Greens and the neo-Nazis have, in fact, shown no persistent uptrend in na-
tional support. The �epublikaners and other radical-right splinter parties are fading; the
Greens, like their counterparts in other countries, evidence a cyclical pattern with no clear
trend but a likely decline. As a percentage of the Bundestag vote the extreme-right par-
ties, the largest of which is now the �epublican Party, rose from an average of 1.3% from
1949 to 1965 to a peak of 4.3% in 1969; fading to an average of 0.4% from 1972 to 1987.
In 1990 the figure including both East and West was 1.8% (Dalton, 1993, p. 286). In 1994
the extreme right remained a small splinter of the electorate. �epublikaner voters were a
heterogeneous collection of the disaffected: conformist neo-Nazis; disappointed Christian
Democrats; threatened old middle class, especially farmers; young workers with authoritar-
ian values and poor economic prospects; and, more generally, the downwardly mobile
( Jaschke, 1993). As for the Greens, their share of the vote climbed from 1.5% when they
emerged in 1980 to a peak of 8.3 in 1987. They lost all their seats in 1990 but came back
in 1994 as a moderate-left parliamentary party in coalition with the “Alliance 90” with
7.3% of the vote and 49 seats. Because of their social composition there is reason to be-
lieve that they will fade away, even though they are currently part of the ruling coalition,
and even if the major parties do not do what they typically have done—accommodate
widely shared environmental concerns. The Greens are often seen as a postindustrial van-
guard movement of the young, the educated, and of women. Survey data from the mid-
1980s, however, show that roughly one-third of Green voters are students; almost another
third are unemployed or out of the labor force; many are young academics who are un-
employed or disappointed with their career chances (Alber, 1989, p. 11). That this base will
erode is suggested by evidence showing that the only variable that distinguishes Green vot-
ers from others is not education, not gender, not public-sector employment (60% of them
are not in the labor force) but a specific age cohort. In 1987 it was 35- to 45-year-olds,
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the crowded baby-boom generation (see chap. 4 on life cycle, cohort, and postindustrial-
ism). Neither the younger voters nor the older voters were overrepresented among the
Greens. Because of the continued aging of the German population, the electoral weight of
younger voters is rapidly declining. Equally important is the eventual emergence of a labor
shortage, as the under-40 labor force shrinks. This should gradually open up economic op-
portunities for the ever-scarcer young. In short, while the baby-boom cohort (now 45 – 55)
marches on toward their pensions and the percentage of young or unemployed voters de-
clines, the core constituency of the Greens will erode (ibid., pp. 12 – 13).

Finally, while these new protest parties were either fading or fluctuating in German na-
tional elections, total party membership actually climbed (Selle and Svåsand, 1991)—
anything but a sign of dealignment.

What all this suggests is that an increase in the number and electoral strength of protest
parties whose grievances are directed against major governing parties is a measure of dealign-
ment only where they (1) persist but neither replace major parties nor join in governing
coalitions; (2) are national in scope, not merely local and episodic; and (3) combine with other
dimensions of party decline such as voting volatility, voter alienation from the system, or a
change in party affiliation and identity among the protest voters. Denmark, the United King-
dom, the United States, and more recently Italy fit these three criteria. In short, the emer-
gence of protest parties is a supplementary indicator of party decline in a few countries.

New Zealand 1984 – 93: A Cautionary Tale of Party Dealignment

Since 1984 New Zealand has been engaged in a neoliberal experiment launched with pas-
sionate conviction and inspired by American-trained economists, one of the more suc-
cessful exports of the United States. It is a case study in the vulnerability of decentralized,
fragmented political economies to party decline, political polarization, and the erosion of
political legitimacy. It also illustrates how sectarian economic ideologies can enter a polit-
ical vacuum created by the combination of economic crises and the decline of broad-based
political parties, unions, and churches that in the past have kept politics in the center. Al-
though Britain and Britain abroad (the United States, Canada, Australia, New Zealand) are
most vulnerable to these tendencies, we also see them in lesser degree for a brief period
even in Sweden, where formerly pragmatic economists have swung to the right.

Under successive Labour (1984 – 90) and National (1990 – 96) governments those 10
years saw the gradual erosion of New Zealand’s two major parties, the emergence of sev-
eral radical parties of the right and left, a drastic decline in public confidence in all insti-
tutions, and a massive popular revolt. It culminated in a referendum that shifted the elec-
toral system from a simple plurality to P�, the only postwar shift of its kind among rich
democracies. Both the economy and the polity were destabilized.

Several scholarly accounts explain this remarkable collapse of political legitimacy (e.g.,
Easton, 1988; Oliver, 1989; Miller and Catt, 1993; Chapman, 1992;Vowles and Aimer, 1993;
Castles, Gerritsen, and Vowles, 1996; Castles and Shirley, 1996;Vowles and McAllister, 1996;
and Vowles, 2000).17 The context prior to 1984 was a half century of alternating domi-
nance by the center-right National Party and the center-left Labour Party. There was much
continuity of public policy. Both major parties, whatever their contrasting campaign rhet-
oric, were committed to a comprehensive, universalistic, if modest welfare state (spending
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levels were like those of the United Kingdom and Canada); they advocated egalitarian ideas
and a positive state with a mixed economy. A two-party system with a tradition of strong
party discipline prevailed. Standards of living were high, politics were pragmatic.

Problems common to export-reliant countries in the mid-1970s hit New Zealand es-
pecially hard. Its exports of wool and lamb, lumber, and dairy products—most of them to
the United Kingdom—gradually declined, as the United Kingdom’s economy sputtered and
the EC drove New Zealand out of its markets. Devaluations, wage and price controls, and
high tariffs against imported manufactured goods did not stop a deterioration in both New
Zealand’s trade balance and growth rate and a rapid rise in its public debt. From an aver-
age performance among the 19 rich democracies, New Zealand slipped to below average
in 1974 – 79, although 1980 – 84 was not bad.18 By the early 1980s many business execu-
tives and several top leaders in both major political parties, facing a severe economic crisis,
recognized the need for some economic restructuring.

The story of radical political change begins with the importation from America of one
version of �eaganomics and a particularly doctrinaire form of monetarism carried by en-
thusiastic converts trained in the economics departments of Chicago, �ochester, and Duke
who entered the Treasury and outmaneuvered their more pragmatic opposition. They
guided the economy into 10 years of high unemployment, long and deep recessions and
slow average growth. Beginning as a group of Treasury officials of neoliberal persuasion,
civil servants who had refined their doctrines in 1981 – 84, they were ready with a detailed
action program in 1984 (when the Labour government of Prime Minister Lange was
elected) and one of them, Graham Scott (Duke, Economics), took over at Treasury. They
sold an extreme version of the “Chicago-�ochester School” to �oger Douglas, the Labour
minister of finance, already receptive to the message (he had written a book moving to-
ward it in the early 1980s) and equally receptive to business pressure groups. They were
determined to try the deregulation thrust of the �eagan and Thatcher experiments in a
more thorough, more rational, and disciplined way. They were inspired by new-right the-
ories of public choice, agency, and property rights.

On their left were the prime minister and most of the Labour Party leaders outside of
Parliament. Among them were established labor leaders and intellectuals of both the party
and the labor movement, including the young president of the Labour Party, Professor Mar-
garet Wilson, a law lecturer at the time; Jim Anderton, former president of the Labour
Party; and Helen Clark, the MP for Mount Albert who had done comparative research on
Scandinavia, was a lecturer in politics, and is now the Labour Party leader. They advocated
a corporatist solution to the developing crisis: start with an economic summit including
government, labor, and industry to establish a structure for consultation and consensus,
modeled after the similar effort by Prime Minister Bob Hawke of Australia.

After the 1984 election, an internal struggle in the Labour Party caucus began. Although
there was some consensus about increasing the efficiency of government-owned enter-
prises, reducing the debt, and keeping New Zealand nuclear free, conflict over taxes, social
spending, the forms of austerity and the role of government in the economy gradually in-
tensified. The face-off was between a group who advocated tripartite discussion and bar-
gaining about solutions (only later joined by Prime Minister Lange) versus a sectarian
group with a coherent free-market theory and a long list of specific proposals for economic
restructuring with cost-benefit analysis attached. The neoliberal ideologues in Treasury and

Wilensky_CH11  3/14/02  1:55 PM  Page 421



System Performance

422

Finance won. Finance Minister �oger Douglas said an economic summit would be okay
so long as it did not make policy; it could communicate the importance of austerity to the
public and be good public relations. Prime Minister Lange called the summit in Septem-
ber 1984. Over 100 labor, management, and government representatives joined leaders of
women’s groups, Maoris, teachers, and so on in the Parliament building. The advocates of
democratic corporatism believed that restructuring and tripartite bargaining were not in-
compatible but many doubted that a decentralized labor movement—with rivalry between
occupation-based unions and a weak Federation of Labour—could deliver on centrally ne-
gotiated agreements. (For a detailed account of the Labour caucus debates between cor-
poratism advocates and the free marketeers, see Oliver, 1989.)

In the end when budgets were adopted, a coherent theory with elaborate statistical sup-
port beat vague talk about consensus and consultation with the community. What came to
be called “�ogernomics” began to be put in place. The idea that state-led restructuring
could be combined with a universalistic welfare state was eventually abandoned. No more
pandering to politics and the electorate, said the free marketeers. There would be targeted
social assistance for the truly needy, but fiscal discipline would prevail.

Two waves of neoliberal reform of taxes, social spending, and the regulation and control
of industry were carried out by the first and second Labour governments 1984 – 87 and
1987 – 90. The National Party massively defeated Labour in 1990; it then accelerated the
reforms, extended them into the labor market, launching a full-scale attack on both unions
and the welfare state. Neither party’s manifesto mentioned the policies actually adopted,
one explanation of the political uproar of 1984 – 93.

The measures adopted include the following:

. Tax reform 1984–87: lowered the top income tax rate from 66 to 48 %, reduced
brackets from five to three; replaced the wholesale sales tax with a comprehensive single-
rate goods and services tax (GST), like a VAT, including food. Targeted assistance to low-
income families would partly offset the regressive impact. This was carefully explained to
the public and, in itself, produced no tax revolt.

. Tax reform 1987–90: A single flat tax on incomes of 24% was proposed but later
changed to two brackets—24% and 33%. GST was increased to 12.5%. New taxes in-
cluded business taxes and a withholding tax on interest and dividends, a tax on fringe
benefits, and other reforms. The net effects by 1988 were regressive (Stephens, 1993).
The almost-flat tax and the general regressivity provoked a political uproar, the sacking of
Minister of Finance Douglas (who accused the prime minister of losing his nerve) and
the subsequent resignation of the prime minister (Chapman, 1992). While there was no
major parliamentary rebellion, regional Labour conferences were the scene of fistfights,
one of which was shown on prime-time national television.

. Targeting of welfare-state benefits: Means testing and income testing were increased.
From 1986 on the government instituted a family support scheme based on tax credits
for the poor with effective marginal tax rates of 46 – 48%. Estimates of the takeup rate
vary from 30% to 70%. (As chap. 8 shows, Britain and Britain abroad are the countries
that remain most obsessed with means testing. In all these Anglo-American democra-
cies, the more targeted the benefits, the more visible the unpopular nonaged poor, the
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greater the stigma, the lower the takeup rate, the more hostility among the citizens not
receiving the benefits, and the greater resistance to antipoverty programs.)

. Surtax on pensions. Introduced student fees for higher education.

. �estructured the civil service on the model of New Zealand business firms. Aban-
doned traditional pay-setting and grievance and arbitration procedures.

. Cut tariffs and other trade restrictions. Deregulated financial institutions, decontrolled
foreign exchange, installed a free float of New Zealand currency.

. “Corporatized” many public industries including railroads, airlines, and public lands:
the government retained ownership, removed all subsidies, and made them profit-making
competitors. Many of these quasi-public enterprises were later privatized. Unprofitable
post offices were closed.

. Adopted a globally unique central bank statute in 1989. Gave the �eserve Bank of New
Zealand complete freedom to pursue a single goal, price stability, with a specified target
(0 – 2%), and a link between the governor’s tenure and inflation performance.

. In 1991 the National Party increased charges on prescription drugs and doctor
visits and furthered the development of a two-tier system of medical care: Everyone has
access to the public system and about three-quarters of medical expenditures remain
public, but heavy targeting (income and means testing), copayments, and variable prices
have inspired the spread of private insurance; about two in five families, mainly upper
income, now use it to cover copayments or to jump the cue for more or better care.
Structural reforms are similar to those in the National Health Service of Britain under
Thatcher. The National government also moved toward income testing of pensions, but
when 80 – 90 % of the public polled expressed disapproval they backed down.

. The Employment Contracts Act of 1991 abolished government protection of unions, banned
the union shop, eliminated the arbitration system, allowed individuals and groups to
choose alternative bargaining agents when all existing contracts expired, and curtailed the
right to strike.

In the absence of the military Keynesianism of �eaganomics, the economic effects of
these radical reforms were devastating: From 1984 to 1990 unemployment rose from 4.0%
to 11%, inflation moved up from 12% to 18% in 1986, but, with a very tight monetary pol-
icy administered by the newly autonomous central bank, inflation came down to 3% and
with the selling of public assets, the shift in taxes, and cuts in social spending, budgets defi-

cits declined (Stephens, 1993, p. 46ff.). Bankruptcy rates and welfare dependency soared.
Growth rates remained low at under 1% a year. This pattern of low or nearly zero inflation,
low growth, and high unemployment continued through the early 1990s.19 Because high
interest rates attracted foreign capital and devaluation made exports cheap, however, the trade
balance improved. Tax reforms gave Finance Minister Douglas a reputation in financial cir-
cles as a bold innovator. The London Economist and the economists of OECD praised the
new tax structure as “the least distorting in the OECD.” What was an efficiency econo-
mist’s dream, however, was an egalitarian’s nightmare. The combination of tax reform and
spending cuts sharply increased inequality (Stephens, 1993, pp. 59 – 61).20 Labor-market re-
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forms exacerbated inequalities produced by changes in taxing and spending. Union mem-
bership plummeted; industrywide bargaining practically disappeared; firm-level bargaining
became the norm. By 1999 New Zealand had become the least rich of our 19 rich democ-
racies, measured by per capita GDP in either U.S. dollars or purchasing power parities.

The effects of 10 years of sectarian monetarism combined with �eaganomics (without
�eagan’s deficit spending) were devastating for political legitimacy. The three elections in this
period (1984, 1987, and 1990) generated the highest voter volatility of the previous 30 years
(Vowles and Aimer, 1993, p. 14); the flight of Labour voters to two new parties (New Labour
and Green) in 1990 brought the Labour government down. In the election campaign the
victorious National Party promised cautious pragmatism, decency, honesty, a balanced bud-
get, and a 50% cut in unemployment; they said they would make Labour’s reforms more fair
and efficient. What they delivered were three more years of stubbornly doctrinaire econom-
ics. By 1991 the National Party and its leaders were the most unpopular in the history of
polling. By 1993, the National Party exceeded the earlier Labour Party collapse in popular-
ity. Surveys showed that trust in New Zealand institutions and occupational groups plunged;
confidence in Parliament dropped from 33% in 1975 to single digits after 1988, down to 4%
in February 1992 (Miller and Catt, 1993, p. 31). In a relatively clean society with practically
no political corruption, a 1992 survey found that 81% of the public believed that there was
“corruption” in New Zealand politics (by which many may have meant incompetence if not
dishonesty) (National Business �eview/Insight poll, 19 June 1992). In the 1990 election both
major parties, rapidly losing support—even from their back-benchers—promised a referen-
dum on electoral reform, thinking that it would mollify the defectors and result in the main-
tenance of the present system. A prestigious �oyal Commission had recommended the adop-
tion of a German-style P� system to restore more representative democracy.

The delegitimacy story ends with the voters vengeance: two referendums (1992 and 1993)
on a sweeping change in the electoral system from first-past-the-post to mixed-member P�

with a 5% threshold. The election of 1993 (the last under the old rules) saw four new par-
ties and the further decline of the two major parties. The results of 1993: National won 50
seats with 35% of the votes; Labour, 45 seats with 34.7% of the votes; third parties won four
seats with an unprecedented 30.3% of the votes (a left Alliance, 18.2%; a center party, New
Zealand First, 8.4%; others, 3.4%). In November 1994 a new right party, ACT New Zealand,
was founded by �oger Douglas and other true believers who created this 10-year experiment
in pure theory as the sole guide to policy. The 1996 election saw additional right and left
parties competing for the now thoroughly alienated New Zealand voters. Ironically, that may
ultimately produce the very center-left coalition that the right-wing sectarians wiped out. In
the 1996 election this did not happen but New Zealand First, the new minority party that
negotiated with both Labour and the National Party to form a government, exacted a prom-
ise from the Nationals to spend more on health, education, and social programs; its leader be-
came deputy prime minister as well as treasurer, a new post with responsibility for the bud-
get. The net effect is a move away from the radical right. This tendency has been furthered
by the result of a September 1997 referendum. In it the free marketeers in the new coalition
government proposed to privatize the pension system. A resounding 92.4% of voters said
“No.” Finally, in 1999 the combination of mixed-member P� and a more representative Par-
liament gave expression to public hostility to the neoliberal agenda. It produced a center-left
coalition of Labour and Alliance headed by Prime Minister Helen Clark (Vowles, 2000).
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Summary and Conclusion

Just as tax-welfare backlash movements accelerated in the mid-1960s (chap. 10), so, too,
party decline, although it is not universal, varies in rate, and began earlier in some coun-
tries, accelerated after the mid-1960s. Countries most vulnerable to mass-society tenden-
cies—the United States and to a lesser extent the United Kingdom, Canada, New Zealand,
Australia, and Denmark—evidence most erosion in their party systems. They either lack
strong, broad-based mediating institutions—inclusive unions, labor federations, employer as-
sociations, and churches—to begin with or have experienced their diminishing vitality
more than other, more-consensual democracies. With the exception of Denmark their plu-
rality winner-take-all electoral systems, always more unrepresentative than systems with an
element of proportional representation, reinforce tendencies toward mass disaffection from
politicians and parties. These structural tendencies open the way for mass media ascendance
in politics and culture. Interacting with a new breed of antipolitics politicians with little
loyalty to party and little interest in governing, the media have become increasingly nega-
tive, strident, and anti-institutional, trashing government and its leaders.

These developments are writ large in the United States. Despite signs of increasing
strength of parties-in-government—increasing party-line voting in Congress, stronger lead-
ers with greater influence over committee chairmen—there is simultaneous growth of con-
frontational partisanship, as ideological extremes prevail in each party, and political polar-
ization intensifies. The rise in congressional party strength is thus, at minimum, ambiguous
in its consequences for the long-run fate of parties. Meanwhile multiple indicators show
the United States as the textbook case of dealignment in the electorate: a decline in trust
in politicians, government, and parties; a decline of party influence in the presidential nom-
inating process; diminished strength of party ID among whites and the young; decreasing
turnout in voting, and a drop in the percentage of adults doing campaign and party work
or making campaign contributions; and an increase in random voting—ticket-splitting and
to a lesser extent party-switching. The spread of the initiative and referendum adds to party
decline by creating bewildering complexity and voter fatigue. Third-party activity in the
United States, while an ambiguous indicator of dealignment, has speeded up in the last 30
years. As we have seen in chapter 3, the political vacuum created by the decline of broad-
based mediating associations, including center-left and center-right parties, is filled by the
mass media, single-issue interest groups, populist demagogues of the right and left, lawyers,
and courts. (Chap. 12 presents data on the role of lawyers in countries that lack effective
mechanisms of conflict resolution.) The New Zealand case, where parties have been de-
clining since the 1950s, suggests an additional source of accelerating dealignment—the re-
cently rising influence of doctrinaire economists who help to destabilize the economy and
reinforce the power of ideological party leaders, promoting polarized politics.

In contrast, corporatist democracies evidence the least party decline. These negotiated
political economies came into being because of inclusive, national unions and similar man-
agement counterparts, broad-based Catholic parties, and broad-based left parties. Their rise
to power was facilitated by the P� compromise (see chap. 2). The interaction of P�,
Catholicism, leftism, and democratic corporatism served as a check on mass-society ten-
dencies, containing parochial interest-group pressures, countering media excess, and retain-
ing effective government authority to set the public agenda. Thus, although data on party
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dealignment are limited in their comparability and unavailable for all 19 countries, it is clear
that party decline is far from a general pattern. �elative to the Anglo-American democra-
cies, such corporatist democracies as Germany, Sweden, Norway, Finland, and Austria evi-
dence little or no erosion of their party systems.

The exceptions among the corporatist democracies are countries whose electoral sys-
tems approach pure P�, which results in very large numbers of parties, and more voting
volatility—Denmark, which shows substantial dealignment, and, more recently, Italy where
party breakup was apparent in 1992 under the old P� system (Woods, 1995). If we had
party decline data on Israel and the Netherlands, they might fit this pattern of pure P�

creating electoral turbulence. In all these cases, however, there are countervailing institu-
tions and bargaining arrangements that slow down the process of dealignment.

Are modern democracies converging toward party-system erosion? If the social bases of
the core support of mass parties in corporatist democracies—Catholic and left—are erod-
ing, if unions and churches and other interest groups have reduced capacity to discipline
their members, if major parties face unnegotiable demands from new social movements and
single-issue groups, then the comfortable interplay of broad-based interest groups and
broad-based parties will disintegrate and parties will no longer serve as effective mediators
between citizen preferences and government policies. But, as I have shown in chapter 2,
the large national differences in these tendencies are still in place.

Both tax-welfare backlash and party dealignment are indicators of a weakened capacity
to govern, an erosion of political legitimacy. A third basic system output is economic per-
formance. The next two chapters deal with this central concern of both elites and masses—
and here data permit more systematic 19-country comparisons.

Notes

This chapter elaborates and tests themes in my “Political Legitimacy and Consensus” (1983) and
an unpublished paper, “Paths of Development of �ich Democracies,” presented at the University of
Chicago, November 1 – 3, 1984. I am grateful to �ay Wolfinger, who, despite his strong disagree-
ments with my interpretation of the American case, was generous with critical comments and help-
ful leads; to Nelson Polsby, Howard �eiter, and Jack Vowles for comments on a later draft.

1. David Butler and Donald Stokes’ (1974) skepticism regarding the cross-national portability of
U.S. wording of questions about party ID is supported in a survey experiment by �ichard Johnston
(1992b).

2. Data on voter defections in both presidential and congressional elections from 1956 to 1994
(Keith et al., 1992, table 10.1 updated to 1994 with NES data) confirms a quite strong trend toward
less party loyalty in congressional elections and a milder trend in presidential elections. “Defectors”
are strong, weak, and independent partisans (party leaners) who voted for another party’s candidate.
All partisans who voted for Wallace, Anderson, or Perot are defectors. My interpretation of that table
is that from 1956 to 1964, i.e., until the escalation of the Vietnam War, there was a low average rate
of defection in presidential elections (14.7%) and no significant third party. After the mid-1960s and
until �onald �eagan’s election (1968 – 80), there was an increase in defectors as a proportion of vot-
ers to an average of 22.3% and two significant third parties (Wallace and Anderson). Eight years of
�eagan saw a drop to low levels of defection (13% in 1984 and 12% in 1988); he polarized the elec-
torate. But 1992 brought defection back to the post-Vietnam level of 23% and another third-party
candidate (Perot). In House elections defection rates began at an average of 10.5% from 1956 to
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1962, then climbed to an average of 17.4% from 1968 to 1976. From 1978 to 1994 the average de-
fection rate climbed again to 20.8%, double the early period. Thus, measured by voter defections,
party loyalty, while fluctuating with the circumstances of particular elections, is on a downward slide.

3. Data on trends in the percentage contributing money are contradictory, depending on phras-
ing.Verba, Schlozman, and Brady (1995) use the very broad question on the 1967 Verba-Nie study
and the 1987 GSS: “In the past three or four years have you contributed money to a political party
or candidate or to any other political cause?” They find that there has been nearly a doubling of
the proportion who contribute any money. This might be explained by the increase in continual
solicitation of money by interest groups and PACs. In contrast, �osenstone and Hansen use Amer-
ican NES items confined to any money given to “an individual candidate” or “a political party”
“during this election year” or “during the campaign.” They show a drop of 21% from the 1960s to
the 1980s. But Verba et al. do not exaggerate the meaning of their result: “nationalization and pro-
fessionalization have redefined the role of citizen activist as, increasingly, a writer of checks and let-
ters” (p. 73). Clearly, they add, “political activity has not grown at rates that we might have expected
on the basis of the substantial increase in educational attainment within the public” (p. 74). The
kind of ersatz gemeinschaft symbolized by contributions to mailing-list-based movements-without-
members as compared to meeting attendance at a church or union is discussed in chapter 3.

4. Specifically, �osenstone and Hansen (1993, pp. 214 – 219) find that weakened mobilization ac-
counted for 54% of the variance in turnout between 1960 and 1990; a younger electorate, 17%; weak-
ened social involvement, 9%; declining feelings of efficacy, 9%; and weakened attachments to and eval-
uations of the parties and their candidates, 11%. They estimate that removal of barriers to voting
advanced turnout by 1.8 percentage points while the decline in mobilization lessened turnout by 8.7
percentage points.

5. For accounts of the norm of very strong party loyalty and high rates of party participation among
white males of the late 19th century, see Marcus (1971) and Ware (1996). After 1984 when 74 South-
ern Democrats were elected in districts that voted for �eagan, split-ticket voting for House seats in the
South sharply declined to a 1996 low of 14 Southern Democratic wins in districts where Dole won
(Cook, 1997, p. 860). Aided by racial redistricting, this consolidated the realignment of the South.Yet
the post-1984 decline in split-ticket voting for the House nationally left the rate at more than 1 in 4
(111 in 435 districts)—back to 1952 levels but high by any international standard. And, most impor-
tant, this did not include substantial defections to third-party candidates, which made both 1992 and
1996 atypical.Voters for Perot who voted for �epublican or Democratic candidates below the presi-
dential line must be added to these split-ticket totals. Further, the split results are striking: 40% of the
current House �epublican majority represents districts that voted for President Clinton in 1996 (p. 860).

6. That the young in this study split tickets less often than older voters does not contradict the
finding of diminished partisanship among the young (above). If it is peculiar to the 1990 election in
Ohio, the young there may be expressing weak partisanship in other ways—party-switching, third-
party voting, etc. In fact, a national study of generational effects shows that the younger the genera-
tion, the more the split-ticket voting (Brody, Brady, and Heitshusen, 1994, pp. 163 – 164; cf. Miller
and Shanks, 1996, p. 41). Interpreting the national decline of party loyalty in the electorate, Gary Ja-
cobson suggests two general sources of both split-ticket voting and “electoral disintegration” that
complement the Ohio findings: the increased ability of candidates to bypass their parties via televi-
sion (discussed above) and the diminished utility of party cues to voters—i.e., the decline of clear cut
New Deal-Fair Deal issues and the rise of social issues (abortion rights, crime, etc.) that cross-cut
parties (1990, p. 20).

7. Going beyond the six cases, �eiter uses a measure of “increasing unstructured volatility”: if the
standard deviation of a party’s vote percentage over time increases and the absolute value of the cor-
relation between that percentage and the election year declines, we can say this is not a linear trend
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(realignment) but a more random pattern of change (party decline). �eiter concludes that only 16 of
the 57 major parties in 20 nations experienced greater volatility over time. “Only in Denmark, Ice-
land and Switzerland did most of the major parties in the system undergo higher volatility” (ibid., p.
328)—many fewer than the Pedersen index, which conflates dealignment and realignment, suggests.

8. Pedersen’s index of the average volatility of party systems 1948 – 77 for 13 countries ranks
France and Germany first and third (Pedersen, 1979, p. 9). The problem is that an unusual election
can distort averages for the whole period (e.g., the EC membership issue in Norway) and, as we have
seen, realignments appear as increased volatility. And a large number of parties moving to a small
number (Germany) will appear as great volatility whether it is realignment, dealignment, or merely
a merger of similar parties. Even the Pedersen index, however, shows that both France and Germany
declined in volatility after 1960, Germany from 15.2% in 1948 – 59 to 4.9% in 1970 – 77, France from
21.8% to 10.6%. For another review of evidence demonstrating the stability of the German party sys-
tem, see Alber (1989). Consistent with this theme of the strength and stability of the German sys-
tem is a study comparing media content and voter perceptions of prominent politicians in Germany
(Kaase, 1994). Personalization in politics (vs. party appeals) was absent in the 1990 German general
election; and the accent on party has remained stable since 1972. In contrast, the United States evi-
dences high and rising candidate-centered voter perceptions and media coverage of candidates.

9. For American scholars who believe that party strength can be measured by the capacity to
raise money for campaigns, recent comparative data on such expenditures suggest the opposite: Far-
rell and Webb (2001, p. 8) and Farrell (1997, table 2) provide data from which I infer that the rate
of increase in campaign expenditure is related to party dealignment. Countries with the greatest in-
creases in campaign spending include the United Kingdom, the United States, Denmark, and Ireland;
countries with the least increase in campaign spending include Sweden, Austria, Belgium, Finland,
the Netherlands, and Norway. The first group are noncorporatist to weak corporatist with most
dealignment. The second group are corporatist democracies with least dealignment except for Bel-
gium, which by some measures evidences modest dealignment.

10. The 16 countries studied by Franklin et al. (1992) are Austria, Belgium, Britain, Canada,
Denmark, France, West Germany, Greece, Ireland, Italy, the Netherlands, New Zealand, Norway,
Spain, Sweden, and the United States. All but Greece and Spain are rich democracies in my study.

11. Individual country surveys reviewed by Franklin et al. (1992) confirm this picture. Two mid-
1990s studies are consistent. Leithner and Vowles (1996) present a rich body of data tracing dealign-
ment in New Zealand. Clarke and Kornberg (1996, pp. 470 – 473), analyzing Canadian panel data on
partisan identification from 1974 to 1993 and a November 1994 survey show an increase in indi-
vidual partisan instability: only 16% of Canadian voters switched federal party ID 1974 – 79; this in-
creased to 21% in 1980 – 84 and 33% in 1988 – 93. Dealignment continued in 1994. The “critical”
election of 1993 was not accompanied by national realignment.

12. For New Zealand, party-system stability is strongly and significantly correlated with class
cleavage (r � .68), with the aged (60�) share of the population (r � .81), and the percentage below
40 years of age (r � �.78) but has no relationship to turnout, the number of effective parties (an
indicator of new cleavages), or GDP growth (p. 14). Leithner and Vowles also show that crises or
other rapid structural changes contribute to instability in partisan behavior (ibid., pp. 10 – 12, 14 – 16).

13. Belgium’s electoral formula for the decisive higher tier in two-tier districting is d’Hondt (like
Germany’s this is the least proportional and favors larger parties); its district magnitude is below the
median for P� systems; and its effective threshold is above average—not quite as high as Germany’s
but somewhat higher than Sweden’s or Norway’s (Lijphart, 1994, tables 2.2 and 2.5).

14. Owens and Wade (1986, p. 688) show that in 85 cases of lopsided spending in California be-
tween 1924 and 1984, one-sided negative spending prevailed in 29 of 32 (a 91% defeat rate) while one-
sided positive spending won in 29 of 53 (55%). Because on average only one-third of all these initia-
tives pass, while 66% of referenda pass, and because Owens and Wade include 68 initiatives and only
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17 mandatory referenda—yielding a weighted average usual passage rate of 40%—the climb to a 55%
success rate for disproportionate proponent spending is impressive (Magleby, 1994, p. 250). Similar find-
ings appear in an econometric study of California initiatives from 1976 to 1990 and Oregon initiatives
from 1970 to 1990 (Banducci, 1998). There is some indication that propositions on hot-button issues
of the populist right (tax and spending limitations, abortion, death penalty, crime, term limits, immi-
gration) and populist left (campaign reform, affirmative action, term limits, environmental cleanup) re-
quire less money than initiatives of central concern to industry (regulation of private insurance or health
care). In 1988, five California insurance initiatives evoked more than $101 million in campaign spend-
ing, overwhelmingly insurance-company money (Magleby, 1994, p. 242). Movement-type initiatives, in
contrast, can command free airtime and even some volunteers. Hence, their spending is not so obscene.
Examples are anti–illegal immigrant Proposition 187 and the “Three Strikes” crime measure, where
free national media coverage was prominent and total spending was well below the California average
(Donovan et al., 1998, chap. 4).

15. There was, however, a substantial upward trend toward small parties, greater turnout, and more
volatility in Denmark, Belgium, the United Kingdom, and Finland.

16. Müller-�ommel (1994) confines analysis to ethnoregional parties that contested at least two
national and regional elections from 1980 to 1992, polled at least 3% of the regional vote, and actu-
ally gained seats in the national parliament—a fair test of serious challenges to established parties. In
the United Kingdom these include separatists such as the Ulster Unionists and Loyalists and United
Ireland/Sinn Fein, as well as the left-libertarian federalists, the Scottish National Party and the Social
Democratic Labour Party. In Belgium, it includes parties that demand autonomy and language rights
within the nation-state—the Christeijk Vlaame Volksunie and the Front Démocratique des Bruxel-
lois Francophoners. In Finland, it includes the Svenska Folkpartiet, which aims to defend the inter-
ests of a linguistic community without secession or a major restructuring of the state. In Italy, the
Union Valdotaine fought for linguistic rights and regional decentralization; today the Northern
League advocates federalism, threatens secession, and expresses great hostility to the backward, cor-
rupt South as well as all immigrants (see chap. 10). The secessionist Parti Québécois in Canada, like
the Basques in Spain, would fit the more-militant secessionists in the Müller-�ommel study.

17. I am also indebted to �ay Miller and Michael Powell of the University of Auckland, Jack
Vowles of the University of Waikato, and �. C. Mascarenhas of Victoria University of Wellington
for background briefings on this episode in New Zealand politics. I thank Tony Dale, current Bud-
get Manager in the New Zealand Treasury Ministry and Annette Dixon, Deputy Director-General,
Strategic Planning and Policy, in the Ministry of Health, who generously corrected factual errors
while they disagreed with some of my interpretations.

18. The measure is an index equally weighting good real GDP growth per capita, inflation con-
trol, and low unemployment. See chapter 12.

19. The latest data available at this writing shows that from 1985 to 1992 real GDP growth per
capita averaged 0.06%, almost zero (OECD National Accounts, 1994b vol. 1, Main Aggregates
1960–92, p. 92). Treasury people argue that without their reforms the New Zealand economy would
have been worse, that reforms take time to have an effect, and that in the years since 1992 the New
Zealand economy has improved. The counterargument: If an economy performs badly for a decade
and recessions are deep, any improvement will look good; the record of the first decade of the neo-
liberal experiment is clear; only another 10 years would test its merits for economic performance,
equality, political legitimacy, and the real welfare of New Zealanders.

20. Peter Saunders (1994, pp. 19 – 20) shows a big acceleration of inequality in real disposable in-
come from 1985 – 86 to 1989 – 90, mainly a redistribution from the middle to the top tenth of the
distribution and then, with benefit cuts in the early 1990s, a sharp decrease in the real income of the
poorest tenth.
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TYPES OF POLITICAL 
ECONOMY, SPENDING, TAXING,

AND ECONOMIC PERFORMANCE

Since the early 1970s there has been a spreading conviction among top policymakers in
every rich democracy that we confront a crisis of the welfare state, an overload of social
problems, and the rapid decline of the capacity to govern. Intellectuals, politicians, and bu-
reaucrats alike have adopted the vocabulary of crisis. Only the phrasing differs, depending
on their political mood, ideological persuasion, or disciplinary affiliation. In the 1990s, only
in the U.S. did the declinists quiet down, to be replaced by equally strident triumphalists,
as economic performance picked up.

If you go to a conference on public policy where economists dominate, you will hear
that because of globalization and the acceleration of unit labor costs (especially fringe ben-
efits), combined with an explosion of social-security costs (the heavy fiscal burdens of the
welfare state), the industrialized countries’ competitive position is deteriorating and their
economies are stagnating. Urgent trade-offs and dilemmas common to every rich country
are sharply posed: job protection and social security vs. economic growth; the protections
of the welfare state vs. capital investment, economic performance, and the necessary struc-
tural adjustments.

Or if (before the collapse of the Soviet empire) you attended a conference of neo-
Marxists who discussed “the fiscal crisis of the state” or “the political contradictions of cap-
italism” (O’Connor, 1973; Offe, 1972a, 1972b; Offe and �onge, 1975; Habermas, 1975),
you would have heard of the inevitable contradictions between the legitimacy of govern-
ment bought through the welfare state and “the reproduction of capitalism” bought
through state policies favoring private capital accumulation.

If they offer any prescriptions to cure the disease, conventional economists tend to favor
cuts in social spending and job protection, reduction in taxes and benefits, the privatization
of social services, “deregulation,” and more means testing or income testing—the selective
targeting of income transfers and services. The neo-Marxists tended to favor basic changes
in the structures of domination—in what they called the distributional, repressive, or ideo-
logical apparatus of the modern capitalist state. Insofar as they offered concrete prescrip-
tions, they emphasized the nationalization of industry or the collective control of capital;
they viewed the expansion or reform of social policy as irrelevant or as merely another
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means of “capitalist hegemony.” (Communitarian socialists, although they sometimes adopt
neo-Marxist rhetoric, have favored formulas for decentralization and worker participation.)
What they all have in common is the belief that the modern welfare state will overwhelm
the capacity to manage a free-market economy.

In this odd convergence of ideologies, both conventional economists and neo-
Marxists have been tackling recurrent issues in the history of social science: freedom and
order, hierarchy and equality, the causes and consequences of the wealth of nations. But
neither group was sufficiently comparative, neither was sufficiently systematic and empir-
ical. Even now, economists dealing with social policy typically fail to take account of long-
run effects of various policies on social consensus; they underestimate or ignore politics as
a source of economic performance. And unless they are working for OECD or similar
multinational organizations, they are seldom systematically cross-national. Neo-Marxists,
on the other hand, typically failed to make the necessary comparisons to justify the ad-
jective “capitalist” before their objects of attention—“crisis,” “class relations,” and so on.
If they dealt with more than one market-oriented political economy, and needed to show
its imminent collapse, they tended to concentrate on the UK, the USA, and Italy, coun-
tries whose troubles from the 1970s until 1992 were most obvious. And nowhere did we
find systematic analysis of differences and similarities in problems of legitimacy and capi-
tal investment in “noncapitalist” countries at similar levels of development. With the de-
mise of communism, only the free marketeers are left to sound the theme that the inter-
nal contradictions of capitalism—its crushing burden of the welfare state, its expanding
entitlements—will doom it.

This chapter examines the question, Are the expanding welfare state and the continu-
ing push for equality and job security barriers to good economic performance—a luxury
we can no longer afford? My own view is that the trade-offs between job protection, so-
cial security, equality, and participatory democracy on the one hand, and worker produc-
tivity, economic growth, and other measures of economic performance, on the other hand,
are not so stark as suggested in the burgeoning literature on policy analysis or in the media
presentation of assorted economic crises. What is usually left out of the discussions of these
big trade-offs are, first, empirical observations of the postwar economic performance of big
spenders and lean spenders, and, second, analysis of the impact of various economic poli-
cies on consensus or political legitimacy, as these in turn shape economic performance. For
instance, the tax-cutting mania in the United States ultimately paralyzed government at
every level, reducing the capacity to use fiscal policy for any public purpose, alienating cit-
izens who had been educated to believe in free lunches, and putting too great a burden on
monetary policy.

Leaving aside the net contribution of the welfare state to such values as dignity, secu-
rity, equality, family well-being, social integration, and political legitimacy, what are the net
effects of social policies and the welfare state on productivity and economic performance?
As we shall see, from 1950 to 1980 the economic effects of a high level of social spending
and taxation were positive; since 1980 the effects have been either mildly negative or ir-
relevant. If variations in spending and taxation explain very little of national differences in
economic performance, are there any components of the welfare state or any types of tax-
ation that consistently help? Beyond taxing and spending, what are the main roots of rela-
tively good economic performance?

Wilensky_CH12  3/14/02  1:55 PM  Page 431



System Performance

432

The Welfare State and Economic Performance:
Lessons from the Past

There is no uniform relationship between the costs of job protection, income transfers, and
personal social services characteristic of advanced welfare states, on the one hand, and their
economic performance on the other. Since World War II, by any major measure of eco-
nomic performance, the heavy-spending corporatist democracies among our 19 have done
as well as or better than the welfare-state laggards. So far, they have not been spending
themselves into the grave.

To explore the interplay between types of political economies, social spending, and eco-
nomic performance, we devised a general economic performance index which weighs three
major measures roughly equally: average annual real growth of GDP per capita; inflation (av-
erage percentage increase in the GNP price deflator); and average annual unemployment.
�ather than dividing the 19 countries arbitrarily by, say, quintiles (so that a one-tenth of
1% difference might separate excellent from good growth), we used natural break points
and assigned ranks of 0, 1, or 2 for each of the measures, then added them up for a per-
formance score ranging from 0 to 6 (poor to excellent). The commonsense labels I use
reflect real differences.

For comparative analysis, this index has several advantages over the much abused “mis-
ery index” originated by Arthur Okun, which merely adds together the inflation and un-
employment rate. First I include real GDP growth per capita: many scholars think of this
as the best single clue to increased standards of living. Second, unemployment is doubtless
understated more than inflation, especially where high rates of joblessness are tolerated for
long periods as in the United States, Canada, Ireland, and the UK. By merely adding the
two measures, the misery index gives the latter countries an edge they do not deserve.
Third, there are typically more winners from increased inflation (debtors) than losers (cred-
itors); it is hard to find many winners from increased unemployment. Finally and most im-
portant are arithmetical distortions: large inflation rates will almost always count more than
large unemployment rates. For instance, the average inflation rate of our 19 countries
1974 – 79 was 12.0%; the average unemployment rate was 4.1% (see table 12.3). Thus, in
the misery index, unemployment would count only about one-third as much as inflation.
Even in 1980 – 84, when unemployment averaged 6.8%, average inflation was still higher
at 8.2% (see table 12.4). So adding the two means that control of inflation will weigh much
heavier than control of unemployment. Arguably a more valid measure would reverse that
weighting because the costs of sustaining moderate unemployment are much higher than
the costs of sustaining moderate inflation. (Long-term unemployment surely increases
poverty, inequality, and demoralization; makes skills deteriorate; and decreases productivity.)
My equal weighting of three clearly desired goals of high growth, low inflation, and low
unemployment avoids arguments about the relative merits of the three. However, each com-
ponent will be considered separately as well as together.

To explore the relative competence of types of political economies in coping with 
major economic crises and external shocks, we divided the analysis into four periods:
(1) 1950 – 74, the 25 years beginning after reconstruction and ending with the first Arab
oil shock of 1974; (2) the five postshock years 1975 – 79, which capture the effects of the
first energy price explosion; (3) 1980 – 84, the five years after multiple and most severe
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shocks (the second oil shock, followed quickly by the Volcker tight-money interest-rate
shock, roughly October 6, 1979, to September 15, 1980, an external shock for all countries
but the United States, for which it was self-administered) and a deep worldwide recession
and recovery; and finally, (4) 1985 – 89, a period of modest prosperity beginning with sharp
declines in oil prices.

In measuring national differences in the vulnerability to external shocks, we used three
indicators—two related measures of energy dependence comprising an index of energy de-
pendence in 1970 and 1978, and changes in the terms of trade 1973 – 74 and 1978 – 79.
The two components of the energy dependence index are (1) liquid fuels as a percentage
of total energy consumption (mainly oil); and (2) energy production as a percentage of en-
ergy consumption. The idea is to measure big, sudden changes in economic resources be-
yond the reach of public policy. The two oil shocks clearly fit: what you have done or not
done for many years to control inflation or improve productivity and trade balances can-
not be changed overnight in the face of such energy price explosions. The same is true of
sudden changes in the terms of trade—the ratio of export prices to import prices. Ap-
pendix G provides details about these measures, their interrelations, and their meaning.

If we are to rank 19 countries in their economic performance, we must consider their
greatly varied vulnerability to external shocks. It is like a handicap race. For instance, at the
beginning of the 1970s, Canada was least dependent on oil as a fraction of its total energy
use and also produced more energy than it consumed. By the broader measure of changes
in the terms of trade 1973 – 74, Canada was a great exporter of grain, energy, minerals, and
lumber whose prices soared; its terms of trade improved (1.07). Contrast Sweden: it was
highly oil-dependent and imported almost all of its energy. Further, its terms of trade de-
teriorated slightly 1973 – 74 (.98). That Sweden scores average in 1974 – 79 economic per-
formance while Canada ranks fair to poor is all the more impressive; we should take credit
away from Canada and give it to Sweden. Similarly, Japan, Italy, and Denmark begin the
oil shock year with big handicaps; they are highly energy-dependent and produce the
wrong tradable goods. Norway has an advantage on both counts. Thus, I report postshock
performance in relation to these structural advantages and disadvantages. To specify the im-
portance of internal social and economic structures and the public policies that flow from
them, I control for vulnerability to external shocks.

After reporting the main findings by period with attention to specific countries, I search
for explanations and subject the data to regression analysis.

Social Spending and Economic Performance 1950–74

Whatever the causal process, my findings about the direction of the relationship are un-
equivocal: the greater the average social-security spending, 1950 – 74, the better the eco-
nomic performance score (r � .48; p � .05). Of the top 9 economic performers only 1
( Japan) is a lean spender; 3 (Switzerland, Norway, and Finland) spend close to the 25-year
average (SS/GNP of 12.8%) while 5 (Germany, Sweden, Belgium, the Netherlands, and
Austria) are big spenders. In contrast are 10 countries in the bottom half of the table on
economic performance (table 12.1). Of the 5 very worst in postwar performance, none is
a big spender (UK, with 12.7%, is an average spender; the USA, Canada, Israel, and Ire-
land are lean spenders). Of the 10 worst in economic performance, only 3 (France, Italy,
and Denmark) rank higher than average in social spending.
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 . Corporatism, welfare effort, and economic performance, 1950 – 74

aSee text and chapter 2 for measures and discussion of marginal cases and subtypes.
bAverage of social security expenditures divided by GNP at factor cost for each year 1950 – 74 inclusive.
cStrong annual real growth in GDP, good control of inflation, and low unemployment are each aver-

aged for the period, ranked high (2), medium (1), and low (0)—using natural cutting points—and then
added together to yield the index, with a possible range of 0 to 6. See text and appendix G.

dAverage annual real growth of GDP per capita. Except for four countries the averages are for the 24
years 1951 – 74. For Belgium and Japan the averages cover 1954 – 74. For New Zealand and Finland the
averages cover 1955 – 74. Sources: UN, Yearbook of National Accounts Statistics (Geneva, various years), “In-
ternational Tables,” table 4a, except for Australia and New Zealand, where data are from OECD, National
Accounts Statistics of OECD Countries (Paris, various years).

eAverage percentage increase in the GNP price deflator for the 24 years 1951 – 74. Source: UN, Year-
book of National Accounts Statistics 1979, vol. 2, table 10a.

f Three-year averages of the unemployment rate centered on the following years—1950, 1955, 1960,
1965, 1970, and 1973. Table reports the average of these six figures. Source for the unemployment rate for
all countries except Israel: OECD, Labour Force Statistics (Paris, various years). Whenever possible these fig-
ures were adjusted to compensate for differing methods of measuring unemployment by reference to
OECD, “Unemployment �ates Adjusted to International Concepts, 1950 – 74, Nine Countries,” (unpub-
lished mimeo). For Israel, the source is UN, Yearbook of Labor Statistics (New York, various years).
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In short, if good economic performance is high annual real growth per capita, low infla-
tion, and low unemployment, and we are willing to weigh the three measures as roughly
equal, then the countries that invest heavily in social security have a substantial edge over the
lean spenders during that quarter century. To pin the blame for poor performance on gen-
erous social spending is to distort the record. In fact, if there is any central tendency in these
data, we would have to conclude that social spending is good for your economic health.

Corporatism and Economic Performance 1950–74

The correlation between corporatism scores (without regard to types of corporatism) and
economic performance is .39 (p � .05). If we take account of types of corporatism and
note ambiguous cases, the results are stronger: corporatist countries (with two notable ex-
ceptions) have an edge in economic performance. Of the top nine economic performers,
six are clearly corporatist: Sweden, Norway, Belgium, the Netherlands, Finland, and Aus-
tria. One, Japan, can be classified as clearly corporatist-without-labor; another, Switzerland,
is an ambiguous case. (But see Katzenstein, 1984.) Germany, although it scores low on our
formal measure of corporatism, is perhaps marginally corporatist (see discussion in chap. 2).
The box score for the nine strongest economies: seven clear cases of corporatism, two am-
biguous cases.

Now contrast the 10 countries that lag in economic performance. Only 4 are either cor-
poratist or marginally corporatist. Denmark, which is marginally corporatist (with a nu-
merical score of medium), is average in economic growth, inflation, and unemployment, so
it cannot count against the hypothesis that corporatism fosters effective economic man-
agement. France, with high per capita growth, high inflation, and medium unemployment,
is a case of corporatism without labor, so it is a partial contradiction. There remain Italy
and Israel, which are sufficiently corporatist to count partly against the hypotheses. “Partly,”
because they have both been strong in per capita growth, but weak in controlling inflation
and unemployment. These two corporatist democracies are deviant in more ways than one.
Italy is the 1 country among our 19 that appears to spend lavishly while its tax collection
for much of that period has been only average. (Wilensky, 1976, pp. 11, 16.) Although there
is generally no direct link between government deficits and inflation (cf. Cameron, 1982,
pp. 54 – 55; Alber, 1982, p. 25), the frequency, size, and acceleration of Italy’s deficits have
perhaps been bad for both inflation and unemployment. And Israel’s unique defense bur-
den has clearly been a drag on those two aspects of performance. That leaves Britain and
Britain abroad (Australia, New Zealand, USA, Canada, and Ireland) as least corporatist and
least effective in managing their economies.

The Interaction of Types of Political Economy, Spending, and Economic Performance 1950–74

We already know that corporatist democracies tend toward big spending and taxing, even con-
trolling for such powerful predictors of social-security spending as the fraction of population
who are aged (chap. 5 and Wilensky, 1976). The correlation between corporatism scores and
average social-security spending as a fraction of GNP 1950 – 74 is .51 (p � .05). If we now
examine the economic performance of corporatist big spenders and taxers, taking account of
types of political economy and ambiguous cases, we arrive at the picture in table 12.2.

Thus, the combination of corporatist bargaining arrangements and medium to heavy so-
cial spending has yielded good to excellent economic performance in Sweden, Norway,
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Belgium, Finland, the Netherlands, Austria, and Germany. The least-corporatist, lean to av-
erage spenders, have, in contrast, not shaped up in economic performance: the UK, Canada,
the USA, New Zealand, and Australia all had low growth per capita, and a mixed perfor-
mance by other measures. Ireland had medium growth but high unemployment and high
inflation. By the standards of rich democracies, their restraint in social-security spending
and their greater reliance on an unfettered free market not only for competing firms but
also for competing interest groups and localities has not paid off in economic well-being.

 . Interaction of types of political economy, welfare effort, and economic
performance, 1950–74
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The countries that deviate from these two patterns (groups 3, 4, and 5) are corporatist-
without-labor or during the period at issue had unstable or less fully developed corporatist
bargaining arrangements. As I suggested above, political economies that exclude labor fed-
erations from full participation in social and economic policy decisions are in a position to
achieve good economic performance without social spending responsive to labor de-
mands—for example, Japan and Switzerland. Or, if like France and Italy, they spend a lot
on social security but do not create the consensus necessary for labor peace, they suffer er-
ratic economic performance, reflected in low averages. Denmark, as its marginal score for
corporatism suggests, has not developed the relatively stable, centralized bargaining struc-
tures of its neighbors Norway and Sweden, where powerful employer federations and labor
federations routinely make the trade-offs that enhance economic performance, a theme to
which we return after reporting the postshock results.

Postshock Economic Performance 1974–79 and 1980–84

I have argued that corporatist democracies, compared to least-corporatist democracies, are
more adaptable to crises, whether internally or externally generated (chap. 2, and Wilen-
sky, 1976a, p. 8). Or, put another way, “the fiscal crisis of the state” or “the crisis of the
welfare state” varies so much in its depth and duration that such phrases obscure major
structural and cultural differences among “late capitalist” countries, differences that are fate-
ful for both economic performance and the quality of life. The adaptability of our 19 rich
democracies to the Arab oil shocks of 1973 – 74 and 1979 and the worldwide recessions
of 1974 – 75 and 1980 – 82 varies greatly and can therefore provide a test of the theme that
corporatism fosters flexibility.

The years 1974 – 80 saw the most massive shift of wealth in modern history from the
oil-dependent industrial countries to OPEC countries, a shift which was exacerbated by
the second and most severe oil shock of 1979 – 80. Because the 19 rich democracies vary
greatly in their energy dependence—from Canada and Australia (which in 1970 produced
more energy than they consumed and were also low in dependence on oil) to Sweden and
Denmark (which are highly dependent on oil and import almost all of their energy sup-
plies)—we must judge their flexibility in facing the energy crisis in light of their differ-
ences in vulnerability to OPEC action.

Thus, if Canada, Australia, the UK, and the USA with their lesser vulnerability to these
shocks do not outperform the highly vulnerable economies of Denmark, Sweden, Finland,
and Italy, we can say that these well-positioned countries failed to get their act together.
Conversely, if the heavy users of oil who produce so little of the energy they consume are
able to hold their own by sinking only slightly in relative economic performance, or even
improving, we can sing their praises and search for an explanation in structures and poli-
cies that go beyond good luck.

Some countries are in the unhappy position of entering a world crisis when they must
buy dear and sell cheap. Thus, to the external shocks of this period we can add sudden
shifts in the terms of trade—a measure much broader than oil shocks.

Social Spending and Economic Performance 1974–79 and 1980–84

Consider the economic performance of big spenders in 1974 – 79 pictured in table 12.3.
Of the 9 best performers, only 2 ( Japan and Switzerland) are welfare-state laggards. Of the
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10 worst performers (fair to poor, poor to fair), only 1 is high in social spending (Den-
mark), and only 2 are slightly above the average; 7 are lean spenders. In fact, the old cor-
relation between spending and the economic performance index remains positive, if in-
significant, even in this postshock period, mainly because the welfare-state leaders did
significantly better in growth (r � .34; p � .10), and did no worse in controlling inflation
and unemployment. Again, all of the top nine in economic performance are corporatist
democracies, with or without labor, while 6 of the bottom 10 are fragmented and decen-
tralized systems. Of the 4 poor-performing corporatist democracies, 3 (Italy, Denmark, and
Finland) are highly energy dependent; and all 4 experienced some deterioration in their
terms of trade, 3 of them serious deterioration.

Both table 12.4 and the correlations show that the second bigger shock reduced the
edge of corporatist big spenders to insignificance (corporatism scores � economic perfor-
mance 1980 – 84 � �.06; social spending � performance � �.22).

Again, as we found for the period 1950 – 74, poor economic performance after the two
oil shocks cannot be blamed on generous social spending. To more fully grasp the post-
shock experience, we must examine the interplay of types of corporatism, social spending,
and vulnerability to external shocks and attend to the cases that do not fit my scheme.

The Interaction of Types of Political Economy, Spending,
Energy Dependence, and Economic Performance, 1974 – 79 
and 1980 – 91

Table 12.3 gives details and table 12.5 a summary overview of this interaction. Appendix G
provides detailed figures on vulnerability to external shocks. How well did corporatist democ-
racies cope with the energy price explosion of 1974? The answer depends on the types of
corporatism and the vulnerability to OPEC’s lavish world income-transfer program. The only
striking pattern from table 12.3 is that corporatist democracies with only limited labor partic-
ipation fared very well, at least by the summary measure of economic performance. The top-
ranked seven include Japan and France (clearly corporatist-without-labor) and Switzerland
(ambiguous on this point). Three other stellar performers (Norway, Austria, and the Nether-
lands) are clear cases of corporatism with labor, and one (Germany) is ambiguously corporatist.
The pattern becomes stronger after the second bigger shock. By then Sweden and Finland join
the ranks of relatively good performers; the rest retain their top seven standing, except for
Netherlands and France, which drop substantially (see table 12.4, col. 2). The only noncor-
poratist country that makes the top eight in 1980 – 84 is the United States.

What about energy price vulnerability? We must take credit away from Norway and
the United States; the former, although average in both energy production and oil depen-
dence, had abundant hydroelectric power and North Sea oil to top it off; the USA was
both low in oil dependence and was producing over 90% of its needs at the beginning of
the period. Thus, special credit must go to Japan and Switzerland for leaping the OPEC
hurdles with such gusto when so heavily handicapped at the start, and to Austria and
France, whose vulnerability was above average. Their corporatist bargaining arrangements,
with or without labor, proved adaptable in a deep crisis.

Examining the rest of table 12.3 and column 4 of table 12.1, we see that after the first
oil shock, one of the corporatist big spenders that had a good economic record during the
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preshock period 1950 – 74 slid substantially (Finland’s score moved from good to below av-
erage, 4 to 2), and two (Belgium, Sweden) dropped from good to fair (4 to 3). The weak
energy position of all but the Netherlands is part of the explanation.

Table 12.3 and appendix G show that both Belgium and Finland produced less than a
fifth of their energy needs at the beginning of the period (ranking 13th and 18th) and
ranked medium in their dependence on oil. Sweden, which scored average in economic
performance, ranked near the bottom in domestic production of total energy consumption
(17th) and near the top in dependence on oil. Thus, its postshock economic performance

   . Arab oil shock, energy dependence, and pre- and post-1974 economic performance

aSee footnotes to table 12.1 and appendix G.
bSee footnote c to table 12.1.
cThe equally weighted components of this index are liquid fuels (almost all oil) as a percentage of total

energy consumption, and energy production as a percentage of energy consumption in 1970. Source: UN
Dept. of Economic and Social Affairs, World Energy Supplies 1969–72, UN Statistical Papers. Series J,
vol. 17, table 2 (New York, 1974).

d
�atio of changes in export prices to changes in import prices. A figure below 1.00 indicates that the

country’s terms of trade deteriorated from 1973 to 1974. Source: see appendix G.
eAn average of social-security spending as a percentage of GNP at factor cost for 1975, 1976, and

1977. Source: ILO, Cost of Social Security: Tenth International Inquiry, 1975–77 (Geneva, ILO, 1981). See
appendix C.

fSource: UN, Yearbook of National Accounts Statistics 1979, vol. II, table 6a (UN, New York, 1980). See
appendix G for minor variations.

gSource: UN, Yearbook of National Accounts Statistics 1979, vol. II, table 10a (UN, New York, 1980). See
appendix G for minor variations.

hAll data are from OECD, Labour Force Statistics 1968–79, table II (OECD, Paris, 1981), with one ex-
ception. Israeli figure is from ILO, Yearbook of Labor Statistics, table 10 (ILO, Geneva, 1980).
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relative to its position was not bad. The Netherlands, low in its oil dependence, was fifth
in energy production (and, by rapid increase in natural gas production, arrived at surplus
by 1972); its average economic performance was thus not as good as Sweden’s.

In chapter 2, I discussed the structural changes in Dutch labor relations and social life
that culminated in the unusual strikes of 1973 and subsequent erosion of the social part-
nership. We might interpret the somewhat less impressive economic performance of the
Netherlands after 1980 as a reflection of a swifter decline in its long-standing corporatist
consensus compared to other corporatist democracies experiencing similar strains, although
the erosion is exaggerated and both the bargaining arrangements and economic perfor-
mance were strengthened in the 1990s.

There remains the trio of partial exceptions to the rule of good economic performance
of corporatist democracies during 1950 – 74—Denmark, Italy, and Israel (table 12.1). They

 . Vulnerability to energy shocks, welfare effort, and economic performance 
since 1980

aSee footnotes to table 12.3 and appendix G.
bSee footnote c to table 12.3 and appendix G. Source: UN, World Energy Supply, 1973–78 (UN, New

York, 1980).
c
�atio of changes in export prices to changes in import prices 1978 to 1979. See footnote d to table

12.3 and appendix G.
dSocial-security spending as a percentage of GNP at factor cost for 1980. Source: ILO, Cost of Social Se-

curity, Eleventh International Inquiry, 1978–80 (Geneva, ILO, 1985). See Appendix C.
eSource: OECD, National Accounts Statistics of OECD Countries 1960–84, growth triangles (Paris, 1986).
fAverage annual change in the GDP implicit price deflator 1980 – 84. Source: Ibid.
gStandardized unemployment rate from OECD, Quarterly Labour Force Statistics, 1989, No. 2, except for

Switzerland, Denmark, New Zealand, Austria, and Ireland. For these countries, unemployment rates are
unadjusted, from OECD Labour Force Statistics 1964–84.
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dropped from mediocre to below average or poor (table 12.5), continuing their problem-
atic general performance. But, again, all three at the outset were in a very poor energy po-
sition—almost completely dependent on oil, with Italy and Denmark producing only triv-
ial amounts of their energy needs. (Israel, high in energy production in 1970, by 1976 had
dropped to 1.6% of its 1975 production because it returned the Abu �udeis and Sudir oil
fields to Egypt in compliance with the interim agreement of September 1975. The oil
fields were given up on November 30, 1975.) After the second shock, 1980 – 84, this trio
stayed toward the bottom, now joined by France and the Netherlands.

In the more quiescent period of 1985 – 89, after energy prices collapsed, only one of the
six least-corporatist lean spenders achieved more than average economic performance
(USA), while three of the nine corporatist big spenders that included labor maintained their
very good performance, and only three were below average (data on Israel are missing).
Japan and Switzerland continued their winning ways. (See table 12.5.)1

Scores combining real growth, inflation, and unemployment, while useful for this quick
overview, obscure some interesting patterns that divide corporatist democracies from the
more-fragmented and decentralized political economies. During the post-1974 shock pe-
riod (and before interest rates in the U.S. zoomed), the corporatist countries, including sev-
eral welfare-state leaders, tend to have the best record on both inflation and unemploy-
ment; their real growth per capita, however, is either very good or very bad. For instance,
in 1974 – 79,

1. Of the eight countries with only single-digit inflation (below the median case of Den-
mark, with an inflation rate of 10.2%) seven are more or less corporatist (Norway, Belgium,
Netherlands, and Austria clearly corporatist with labor, Germany marginally so, plus
Japan and Switzerland). Of these eight with relatively low inflation, five are corporatist
big spenders. Of the seven highest in postshock inflation—from Israel’s 47.7% to Aus-
tralia’s 12.2—only three are corporatist (Israel, Italy, and Finland).

2. Of the six countries with very low unemployment (New Zealand, Switzerland, Nor-
way, Austria, Sweden, and Japan) only one, New Zealand, is clearly noncorporatist. All four
of the next best users of human resources—Germany, Israel, Finland, France, ranging
from 3.2% to 4.5% unemployment—are more or less corporatist. France, with 4.5%, is
the median case. That leaves the worst nine, with unemployment ranging from the
Netherlands’ 4.9% to Canada’s 7.2%; only four are corporatist (Belgium, Italy, Nether-
lands, Denmark).

3. Although corporatism in the postshock crisis clearly fostered inflation control and good use of
human resources, there was no consistent pattern for real growth per capita during those five years.
Of the six fastest growth countries (Norway, Japan, West Germany, France, Austria,
Ireland), only Ireland is clearly not corporatist. But of the eight with the slowest growth,
half are corporatist (Sweden, Denmark, Israel, Switzerland) and half are not (USA, UK,
Australia, New Zealand).

The record of corporatist democracies in coping with the multiple shocks of the early
1980s is even more impressive than their record after the first oil shocks, suggesting that
they learned more. Again, they kept unemployment and inflation under better control than
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did their least-corporatist brothers. As table 12.4 shows, six of the seven countries with the
lowest inflation 1980 – 84 were corporatist ( Japan, Switzerland, Austria, West Germany,
Belgium, and the Netherlands); the United States was the lone exception. Similarly, all of
the five lowest in unemployment were corporatist ( Japan, Switzerland, Austria, Norway,
Sweden). Again, there is no pattern for real growth. This picture is confirmed by our sum-
mary measure for this most difficult crisis period: of the eight countries that score above
average or better (4, 5, or 6) on the economic performance index, seven are corporatist
with or without labor.

Finally, the superior performance of corporatist democracies continued in the relatively
good time of 1985 – 89 (see the overview in table 12.5 which presents summary scores for
all countries and all periods and table 12.6, a summary of each component): five of the six
countries that score above average or better (Belgium, Austria, West Germany, Japan,
Switzerland) are corporatist, with or without labor.

The four problem cases (Italy, Denmark, France, the Netherlands), however, joined
Britain and Britain abroad (New Zealand, Australia, Canada), continuing as poor per-
formers; all four, as we have seen, have experienced some erosion of institutions support-
ing a social contract. By radically Keynesian deficit spending and consumption-led recov-
ery without raising productivity to support it, the United States under �eagan became the
1980s great exception, with an above-average performance (see Friedman, 1989,
pp. 109 – 162). As the world entered the recession of 1990 – 92, however, the United States
returned to its pre-1980 performance, below average. Index scores combining three mea-
sures of economic performance for 1990 – 92 (table not reported) show that of the top 8
of 18 countries ranked, all but Ireland are corporatist democracies, 6 of them big spenders.
Of the 10 worst performers (scoring 2 or 1), 5 are noncorporatist democracies (the USA,
Australia, New Zealand, Canada, and the UK), whose social spending is below average.

In sum, if we bring the entire universe of rich democracies to view and examine their
experience from 1950 to 1992, we find the following: (1) corporatist democracies—with
a couple of possible exceptions ( Japan and Switzerland, both with systems that do not fully
integrate labor into social and economic policy making and implementation)—tend to de-
vote more of their resources to the social-security package and related social spending (see
chap. 5 and appendix C for measures and elaboration); (2) corporatist democracies pursue
tax policies that strike a balance between painfully visible taxes (modest income taxes and
property taxes on households), hefty social-security contributions, and heavy consumption
taxes, thereby permitting high levels of taxation with minimal political uproar (Wilensky,
1976a, and chapter 10 above); (3) such social spending and taxing, far from constituting a
brake on good economic performance, is a positive contribution; and (4) corporatist big
spenders and taxers on average had an edge in economic performance, definitely before
1975, and if we take account of differences in their exposure to the oil shock of 1973 – 74
and the multiple shocks of 1979 – 82, even up to 1992, clearly in low inflation and low un-
employment, less clearly in economic growth.

Prominent in the demonology of �eaganomics, even among some academic economists,
is an imaginary vicious circle of confiscatory taxing, runaway social spending followed in-
evitably by inflation, declining capital investment, no growth, and unemployment, followed
by more demands for welfare entitlements, and so on. In fact, what we see in the won-
drous variety of real experience is a mildly benign circle: the consensus-making machinery

Wilensky_CH12  3/14/02  1:55 PM  Page 443



System Performance

444

of corporatist democracies fostered fuller utilization of human resources and high levels of
taxing and social spending, which together facilitate the kind of trade-offs between major
economic actors that apparently result in better performance through thick and thin.

What Happened in the 1990s?

This picture changed in the 1990s. From 1990 through 1996, types of political economy
were unrelated to average economic performance measured by my index; but corporatist
democracies, with or without labor, continued to outperform noncorporatist democracies
in holding down unemployment (average for corporatism-without-labor, 5.5% with Japan
and Switzerland leading; average for democratic corporatist countries, 7.8%; for least-
corporatist democracies, 9.3%). Least-corporatist democracies, however, had a slight edge in
controlling inflation (2.6% vs. 2.9% for noncorporatist democracies, with the best perfor-
mance again going to corporatism-without-labor). The real GDP per capita growth per
year was 2.3% for least-corporatist, 2.0% for corporatist democracies; the worst performance
goes to corporatism-without-labor, 0.4%, with Switzerland and France at the bottom and

 . Economic performance 1985 – 89 and 1990 – 96

a1990 – 96 data are for unified Germany.
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Japan with an above-average 1.5%.
If we add figures available on labor-productivity growth in recent years (1979 – 96), real

compensation growth per year (1989 – 96), and household income inequality about 1990,
we find that by these measures of economic performance, our types of political economy
predict the rank order in the usual way. Table 12.7 presents the scores and ranks by type
of political economy.

By wide margins and for all three measures, corporatist democracies, especially those
with strong left or competing left and Catholic parties, clearly outpace the more-
fragmented and decentralized political economies as well as corporatist democracies that
keep labor at a distance. They shine in labor productivity growth, real compensation
growth, and the achievement of more household equality. In per capita income growth per
year 1989 – 96 (using purchasing power parities for 12 countries available) the U.S., Canada,
and France were the worst performers. Of seven corporatist democracies on that list, six
had relatively high income growth. (BLS data analyzed by Mishel, Bernstein, and Schmitt,
1999, table 8.2.) Again we see that the greater earnings and income equality, job security,
welfare-state protections, and poverty reductions of corporatist democracies have not re-
tarded their productivity and income growth in the 1990s. And that the free marketeer
United States falls at or near the bottom in these things.2

Japan versus the United States: Trading Places?

The elements of the Japanese model—union-management cooperation at the enterprise
level, lean production methods (chap. 1), relationship banking, close business-industry-
government ties, long-term employment security, low turnover, stable supplier networks,
cheap capital, and massive savings—for decades pictured as secrets of Japan’s success are now
said to be the causes of its 1990s crisis. American triumphalists have pronounced the Japan-
ese model dead and urged Japan to adopt American ways. There is no doubt that while
the U.S. was moving to the top of the heap in economic performance in the mid to late
1990s, at least in GDP growth, job creation, declining unemployment and low inflation,
Japan was mired in stagnation and recession. However, as we have seen, compared to the
U.S., Japan’s unemployment rate remained low (rising 50% from 2% to an unprecedented
3%), its productivity growth continued high, and its achievement of equality in workplace
and society and its poverty reduction remained intact.

A careful analysis by Adam Posen (1998) shows that the model that brought sustained
success cannot explain 1990s failures. Instead, the root of Japan’s troubles is a series of major
policy mistakes: it is a story of procyclical macroeconomic policies—fiscal austerity, mis-
timed shifts in taxing and spending, and lax supervision of banks followed by the wrong
kind of reregulation. The proximate cause of the 1990s recession was a credit boom be-
ginning in the mid-1980s, encouraged by the deregulation of banks and the easy monetary
policy of the Finance Ministry and the Bank of Japan—the bubble in equity and property
values that burst. Having allowed the expansion of shaky loans and speculative fever to go
on too long, the central bank then responded by interest-rate hikes in 1989 that were sim-
ilarly long-lasting, pushing Japan into a recession (ibid., pp. 17 – 22). The government for
its part prolonged the recession by tight fiscal policies. When confidence eroded, resulting
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aIsrael missing.
bBusiness sector average percent increase per year. Source: OECD data in Mishel, Bernstein, and Schmitt

(1999), table 8.4. The Irish exception is discussed in chapter 2.
cCompensation per employee in business sector. Growth rate for West Germany, 1979 – 91; unified Ger-

many, 1992 – 96. Source: OECD data analyzed by ibid., table 8.5.
dSource: Gottschalk and Smeeding (1997), figure 2. Post-tax and transfer income adjusted by household

size based on real income (1991 U.S. dollars) as percentage of national median. The 10th percentile re-
ceives a higher income than 10% of the population.
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in an investment bust, the government did not act. Industrial production declined sharply
in 1992 – 93 and again in 1997 – 98 and did not return to 1991 levels for the rest of the
1990s. Consumer spending’s contribution to GNP growth never regained its 1988 – 90
level. �eal GDP annual growth 1992 – 97 was only 1.2%, worse than the USA’s 2.8 and
below that of most European countries. The boom and bust can be largely explained by
major swings in nonresidential investment and private consumption (pp. 19, 23) leading to
deflation in the mid-1990s and a classic Keynesian “liquidity trap,” when expectations about
the long-run return on capital drop so much that interest rates become insensitive to mon-
etary policy and investment becomes insensitive to interest rates. The devastating 1995
Kobe earthquake was an added drag.

Confronted with the results of its lax regulation of banks, its encouragement of a spec-
ulative credit boom and bust, the Japanese government did briefly engage in a successful
anticyclical policy. But it was a stop-go-stop policy that prolonged a poor performance for
several years. The central bank cut its discount rate from 1.75 where it had been held since
mid-1993 to 0.5 in September 1995, which had little effect, but the government coupled
this with fiscal stimulus—actual public spending of more than 1.6% of GDP, mainly on
public works, education, and science.3 (A tax revenue decline due to the recession also
helped.) This stimulus package led to economic growth of 3.6% in 1996. Far from crowd-
ing out private investment, it fostered a strong rise in nonresidential investment in 1995
and 1996, as well. (Ibid., pp. 45 – 50.) But then the next series of policy mistakes led quickly
to another contraction: a cut in public investment and a tax increase (a consumption tax
increase from 3% to 5% in April 1997). Again growth was reduced and went negative in
1998. This contractionary policy was accompanied by repeated warnings from the Min-
istry of Finance that the aging of the population would soon bring a huge burden of 
social-security taxes. Such warnings naturally increased precautionary hoarding by millions
of Japanese who already had an overdeveloped savings propensity. Finally, the deregulation
of banks that got the financial system into deep trouble4 was followed by reregulation of a
perverse sort (pp. 127 – 132). The Finance Ministry pursued a “no failure” policy that hurt
the banks that were most viable while continuing the cycle of bad lending by the others
(the wildly undercapitalized banks had nothing to lose by making still more risky loans).
Not until 1995 did this policy begin to reverse (e.g., some small banks were threatened
with insolvency if they did not merge with sound institutions). By 1998 a little progress
also was made in replenishing deposit insurance funds and recapitalizing banks. But the
money is not targeted to viable banks; it goes to all of them indiscriminately.

As Posen shows, in view of these cumulating policy mistakes, it is misleading to attri-
bute the depth and duration of Japan’s recent business cycle to the alleged bureaucratic
rigidity, inefficiency, and corruption of the “Japanese model.” And “no wrenching trans-
formation of [this model] beyond banking reform is required” (p. 114). One reason for be-
lieving that the 1990s did not reflect some systemic ailment is that the U.S. in the 1980s
was a mirror image of Japan in the 1990s, except for its loose fiscal policy. Japan’s cycle of
financial boom and bust followed its last round of banking deregulation, exactly the path
of unthinking deregulation of financial institutions that led to the U.S. savings and loan cri-
sis. In the late 1980s the U.S. evidenced similar delays in recognizing the crisis; it was not
until the passage of FI��EA in 1991 that action was taken, and its cost was colossal. In
both cases it was the failure to regulate properly that encouraged grand-scale speculative
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loans and considerable corruption—casino capitalism style. Neither Japan nor the United
States is in a position to lecture the other about its superior system.

During the years of Japan’s troubles, especially 1993 – 99, the U.S. outpaced not only
Japan but most European democracies in lowering unemployment while achieving mod-
erate GDP per capita growth with low inflation. Can this be explained by a surge in pro-
ductivity? Not if the productivity changes in table 12.7 (and the 1990 – 96 record) reported
above are accurate. The U.S. performance of the past seven years can better be explained
by a convergence of benign macroeconomic policies, the closer supervision of financial in-
stitutions (having got the S&L crisis behind it), and possibly (a trend affecting all rich
democracies), the delayed effect of the spread of information technology. The taxing and
spending policies of the Clinton administration beginning with the 1993 budget (includ-
ing an increase in taxes on high-income groups) put the annual deficit on a downward
path. This was designed to encourage the Federal �eserve Board to move from high real
interest rates to medium real rates, thereby allowing increased GDP growth per capita and
a decline in unemployment. Modest increases in the minimum wage and the Earned In-
come Tax Credit reduced poverty after 1995 and boosted the income and consumption of
the working poor. More important, very high consumer debt added to consumption-led
growth (the opposite of the explosion of savings and hoarding in Japan). Further impetus
to growth was the continued willingness of foreign investors to finance the U.S. debt.
Meanwhile the cumulative effects of a labor-crunch recovery and new technology began
to pay off in the mid-1990s, reflected in growth with low inflation through 1999. Corpo-
rate America for 20 or so years has put unrelenting pressure on its employees. Their focus
has been on cutting labor costs by downsizing, subcontracting, hiring more temporary and
part-time workers at low pay and limited benefits, and making both part-timers and full-
timers do more work for less pay while they bear more of the cost of benefits such as health
care (see chaps. 1 and 16). After 1981, when President �eagan broke the PATCO strike,
employer antiunion militancy intensified, hastening the earlier decline of the labor move-
ment (chap. 18 discusses the sources of this decline). By maintaining annual hours of work
at the highest level among rich democracies (chap. 1), the U.S. has become the leading
enemy of leisure. The more hours of work, the more production, which contributes to the
disparity between economic growth and lagging productivity growth. Americans work
more and longer, not harder and smarter than other modern populations. With its hyste-
ria about crime and its rigid long sentences in the 1990s (chaps. 14 and 18), the U.S. has
reached the highest rate of incarceration. This accounts for 1.9 percentage points of mea-
sured unemployment—that is, with the low prison population of other democracies, the
U.S. would record higher unemployment rates (Western and Beckett, 1999, table 4).5

(These American peculiarities are discussed in chap. 18.)
As a result of the labor-crunch strategy, the intensification of work, decreased union

strength, and lowered labor costs, the U.S. has been enormously successful in creating new
low-wage jobs (see chap. 13), holding costs in check, and increasing the returns to the
affluent educated. These trends together widened profit margins and accelerated the com-
pensation of top executives and professionals while real wages either stagnated or declined
since the early 1970s. This coincides with a massive upward redistribution of wealth and
income in the 1980s and 1990s (see tables 12.7 and 14.4; Mishel et al., 1999; and Wolff,
1995). Corporate profit margins in 1996 reached 9.6% of GDP, the highest share in 28
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years, while labor compensation declined below the 59% peak of the late 1980s. That the
labor crunch was a major part of the economic performance of the 1990s rather than a
surge in productivity is confirmed by Commerce Department studies (including its 1997
comprehensive revision of the national economic accounts) showing anemic productivity
growth in the 1990s—a time of sustained recovery and unprecedented prosperity for Wall
Street and the upper fifth of U.S. households. The average U.S. productivity gain in table
12.7 is below 1% per year, about the same as the 1980s and less than half the gain of the
1950s and 1960s.

This low-road performance does encounter the law of diminishing returns. Many rap-
idly downsizing labor-crunching corporations have discovered that their lack of loyalty to
their employees and communities is reciprocated and that higher turnover has its own costs,
including the loss of organizational memory, essential skills, and customer contacts. Evidence
suggests that downsizing in recent years actually reduced productivity and profits (Wall
Street Journal, Feb. 21, 2001). By the end of the 1990s some of these firms were cultivating
employee commitment and even community goodwill and investing more in training in a
sometimes radical change of course. Whether this will spread is an open question. The
continued decline of American institutions that offset the political and economic power of
business (chaps. 2 and 3) make it unlikely. (For a cross-national comparison of differences
in the organization of work and worker participation, see chap. 1.)

In late 1995 U.S. productivity began to surge, averaging 2.6% annual growth for the next
four years (although the government in August 2001 revised these figures downward for the
entire 1990s to 2%). Technological enthusiasts, who had been saying that the new informa-
tion technology would result in a major permanent rise in productivity increases, pointed to
these increases as the long-delayed payoff. The increases were concentrated in “service” sec-
tors such as transportation, public utilities, trade, finance, insurance, real estate, and professional
and business services, and among the more-educated workers in those areas. Government sta-
tistics on hours report that the average workweek in the service sector in 1999 was 32.9—
about five fewer hours than reported for 1964 when the revolution presumably had not yet
occurred. Common observation of the workaholics in those industries as well as special sur-
veys by the Department of Labor and polling groups, however, suggest that these hours figures
cannot be taken seriously—and neither can productivity growth figures based on them
(added value per unit of work time). Two difficulties: First, the laptops, cell phones, and com-
puterized offices tie the so-called knowledge workers to their offices for unmeasured unoffi-

cial added work hours on trains, planes, homes, and vacations. As chapter 1 indicates, the frac-
tion of the labor force working more than 55 hours per week has been climbing for some
time. Second, there is little many of these workers can do to increase their productivity and
less the statisticians can do to measure it. How do we measure the productivity of a string
quartet? A technical sales executive playing customer golf? The professor training a future
research professor by long hours of mentoring? The biotech researcher, very few of whose
projects pay off? These well-known difficulties in measuring productivity led me to use other
indicators of economic performance for most of my analysis.

Whatever happened in the 1990s, if we can sort out the structures and policies that ac-
count for the economic performance of all the rich democracies during the four preced-
ing decades, we have accomplished a lot. The next section tackles that task.
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Explaining National Differences in Economic Performance

If the welfare state as a whole is either a benign influence on competitiveness or irrelevant,
if democratic corporatism is a clear advantage in achieving good long-run economic 
performance, what is the explanation? I first discuss some general hypotheses about the
welfare-state impact and then apply systematic tests to sort out the most important specific
causes of good economic performance especially characteristic of the most successful com-
petitors among our 19 democracies.

Consider three sectors of social policy: medical care and health; occupational health and
safety; and active labor-market policy. It seems reasonable to suppose that countries that in-
crease dignified mass access to medical care and are aggressive in diffusing information
about nutrition and other good health habits through schools, clinics, and child-care fa-
cilities will in the long run enhance the productivity of the labor force (see chap. 16).
Similarly, insofar as the expense of job-injury insurance has inspired more preventative oc-
cupational health and safety programs in the workplace, it has enhanced productivity by
reducing absenteeism and turnover and cutting costs. Although systematic comparisons of
many countries have yet to be done, my comparison of Sweden and Germany vs. the
United States in chapter 15 is suggestive. It shows that while all three increased both job-
injury insurance spending and safety in the workplace, at least for the years data were avail-
able (1968 to 1976), the United States increased its accident-insurance spending more than
Germany and Sweden, with less effect on safety, measured by trends in spending per capita
and the decline in deaths from industrial accidents. The cost-benefit ratio for the Swedes
was best, the Germans next, the Americans last, a rank order that fits the degree of 
industry-labor collaboration in implementing safety regulations and the commitment to
prevention: the Swedes most, the Germans next, the Americans, least. Finally, there is
strong evidence that those countries such as Sweden, Germany, and Japan that have in-
vested in active labor-market policies (training and retraining, rehabilitation, job creation,
placement, counseling, and mobility incentives, and a strong labor-market board), and have
tried to reduce their reliance on passive unemployment insurance and social assistance,
have a productivity edge over their competitors (Wilensky, 1985, 1992a; Wilensky and
Turner, 1987, pp. 3 – 5, 25 – 31; and figure 2.2).

Beyond these still tentative generalizations, I can provide a general explanation for the
economic advantages of corporatist bargaining arrangements and then more specific tests
of hypotheses regarding the roots of growth, inflation control, and the reduction of un-
employment, including further tests of the role of social spending. The general explana-
tion is this: The centralization and broader bargaining focus of corporatist democracies
make both elites and their staff experts aware of the interdependence of diverse public
policies and the importance of medium-run, even long-run costs and gains (chap. 2 dis-
cusses the sources and effects of these policy linkages). Their concern with the “social
contract” encourages at least some attention to hard-to-measure variables such as politi-
cal legitimacy and social consensus, which, in turn, reduces uncertainty in industrial plan-
ning and investment. Finally, corporatism encourages stronger links between knowledge
and power—a dialectic of expertise, a rational-responsible bias, which itself is a force for
accommodation among competing interest groups, reflected in fruitful trade-offs (see
chap. 2).
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Measures of Trade-offs Typical of Democratic Corporatism

The trade-offs that such structures facilitate are often directly relevant to productivity and
macroeconomic performance. I here list these trade-offs and the measures available to as-
sess them cross-nationally, then present data that show their relative importance in ex-
plaining the national variations previously examined. The corporatist trade-offs most pos-
itive for economic performance follow; details on measures and sources are in appendix G.

1. Labor restraint on nominal wages in return for social-security and related programs based on
social rights and modest increases in real wages.

Measures: OECD data for most of our countries 1965 – 73, 1974 – 79, 1980 – 84 do
not distinguish between earnings (which take account of hours worked and overtime
premiums) and wage rates (per unit of regular time like an hour). We used nominal
hourly wages, filling in nominal earnings when nominal wages were not available; and
real hourly earnings, filling in real wages when real earnings were not available.

A check on eight countries where either OECD or other researchers using different
definitions have calculated both earnings and wage rates shows that while single years
occasionally evidence large discrepancies, when we average them over the three periods
used in the analysis the series are very close. (See appendix G.)

We computed three measures: nominal wage changes, real earnings changes, and their relative
acceleration (the ratio of annual changes in one period divided by annual changes in the
previous period, which takes account of a country’s “normal” history of wage changes
and also controls for built-in wage increases such as COLAs). Data are for manufacturing
only.

It is clear from the strong correlation between nominal wage increases and inflation
(.71 for 1965 – 74, .92 for 1974 – 79, .95 for 1980 – 84) that a large part of the story,
especially 1974 on, was wage-push inflation. Hence, if some countries were constraining
wages after the oil shocks, they were holding down inflation.

The payoff to labor—increases in the “social wage” by universal categorical benefits—is mea-
sured in five ways: social security as a percentage of GNP; social-security spending per capita;
growth of SS/GNP; real growth of social security per capita; and the percentage of GNP spent for
stigmatized means-tested benefits (vs. universal benefits).

2. Job protection in return for wage restraint, labor peace, and sometimes tax concessions
(lower taxes on corporations and capital gains).

Measures: For labor peace we use strike rates (average annual person-days lost to strikes
or lockouts per 1,000 nonagricultural civilian employees 1960 – 72, 1973 – 77, 1978 – 82,
1983 – 87). A high strike rate is a proxy for poorly managed industrial relations systems.
Strikes, both official and wildcat, are related to other, more continuous forms of indus-
trial conflict at the workplace: sabotage, slowdowns, output restriction, as well as absen-
teeism, tardiness, playing dumb, quits, and grievance activity (see, e.g., Flaherty, 1987b,
pp. 587 – 588, and Hodson, 1997). Both strike rates and associated job actions create bot-
tlenecks and other inefficiencies, forestall managerial initiatives, and thereby increase unit
costs and reduce economic performance. (Flaherty, 1987a; Norsworthy and Zabala, 1985,
p. 557; and Hodson, 1997.)

Wilensky_CH12  3/14/02  1:56 PM  Page 451



System Performance

452

In relating strikes to economic performance by period, we use both a one-year lag
and no lag. The regression results are almost identical. In fact, the relative ranking of
strikes in our countries remains similar for all of the period 1960 – 87.

We have no systematic comparative data for job protection, but there are numerous case
studies of management concessions either coerced by labor movements and government
or voluntarily given—ranging from accounts of lifetime employment in Japan to West-
ern European laws and contracts that enhance job security (e.g., Emerson, 1988). My
hypothesis: “While the employer may feel hemmed-in by laws and customs in hiring and
firing, workers are likely to feel reasonably secure. . . . We must at least consider the pos-
sibility that job protection is a positive contribution to lowering unit costs by reducing
worker sabotage, output restriction, slowdowns, strikes, and turnover” (Wilensky, 1981a,
p.192; cf. ILO, 1995, pp. 156 – 157). It facilitates the rapid introduction and effectiveness
of new technology by reducing labor resistance to change and tapping the know-how of
workers; it reduces the costs of turnover and encourages management to invest in on-
the-job training (ibid., p. 180 and table 22). Further discussion is in chapters 1 and 18.

�egarding tax concessions to employers, the measure is taxes on corporate income, profits, and
capital gains (1955 – 72, 1965 – 72, 1973 – 77, 1978 – 82, 1983 – 87). OECD data do not
permit disaggregation of these taxes.6 Again, a two-year lag is used. A leading student of
this issue, Dale Jorgenson, using quarterly data for the United States found the greatest
effect with a five- to eight-quarter lag between decreases in corporate taxes via acceler-
ated depreciation, investment tax credits, and so on, and investment expenditure.7 Sweden
and the USA may be exceptions to this rule: the Swedes have used corporate taxes coun-
tercyclically, and American managers anticipated �onald �eagan’s corporate tax cuts even
before they were enacted; in both cases, whatever effect there was would show up imme-
diately. This would have very little effect on our 19-country, four-period analysis.

That corporatist democracies traditionally go light on such taxes is clear (the negative
correlations range from �.45 to �.55 from 1955 to 1977 but fade to insignificance
thereafter); the effect on economic performance, we shall see, is negligible.

3. Participatory democracy in the workplace or community in return for labor peace and wage
constraint.

Measures: We have already seen that the density and scope of voluntary associations,
especially economic organizations (unions, professional associations, employer and trade
associations) and general levels of citizen participation are greater in corporatist democra-
cies than in other democracies (see chap. 3 on mass society and chap. 11 on party de-
cline). In Germany, for example, the local works councils and national codetermination
machinery are combined with regional collective bargaining that is coordinated by cen-
tralized unions and employer associations to set a broad framework. Several countries
provide channels for worker and union leader participation in tripartite boards adminis-
tering parts of the welfare state—medical insurance, unemployment and accident insur-
ance, and pensions (Wilensky, 1975, pp. 66 – 67).

Again, noneconomic payoffs to labor can yield productivity-enhancing industrial rela-
tions patterns with positive economic effects. Because the cross-national data on partici-
pation are so limited, however, we cannot include them in regression equations. But we
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can infer the process—worker participation ➛ labor peace ➛ wage restraint and better
acceptance of change—from previous analysis.

Measures of strikes and wages are described above.

4. In return for all of the above, the government improves its tax-extraction capacity and public
acceptance of taxes on consumption (the combination of value added taxes and social security
taxes)—not irrelevant to the control of inflation and to enhanced public and private resources for
savings and investment and thereby better real GDP growth. Chapter 10 has explained how
big-spending corporatist democracies, either by strategic design or incremental steps,
arrived at such a balanced tax structure despite labor and left resistance to regressivity in
the tax system. Germany, for example, has long maintained about an even balance—
almost a third of total taxation from consumption taxes, a third from payroll taxes, 29%
from visible taxes (mainly income and property taxes).

There is a major counterargument to my hypothesis that consumption taxes and/or
payroll taxes (which ultimately result in higher prices or lower wages, reducing
consumption) foster economic growth and the control of inflation: When you increase
VAT or sales taxes, the tax will appear as a onetime increase in your measure of inflation
(by 1979 only the Netherlands, Denmark, Sweden, and Australia used an adjusted con-
sumer price index to exclude the effect of consumption taxes) (OECD, 1976, pp. 45, 50;
OECD, 1986b, pp. 71, 136). Further, as inflation rises, wages rise; in most of our coun-
tries, both wages and social-security benefits are indexed to inflation. Under some cir-
cumstances—for example, full use of industrial capacity, selected labor shortages—this can
mean a wage-price spiral. Thus, while high taxes on consumption can reward savings,
increase government revenue, and deflate demand, the larger effect, it is argued, is to
increase prices and then increase demand (because wage increases will quickly follow).8

Finally, when Europeans shifted from turnover and sales taxes to the VAT, the move
had little immediate effect because consumption taxes were already high, but later VAT
increases did move the tax load up and in small measure, the price level (Aaron, 1981,
p. 12). If consumption taxes increase inflation and the result is higher real interest rates,
economic growth will suffer.

Social-security payroll taxes might have the same perverse effect: like consumption
taxes, they raise government revenue and reduce consumer demand among the working
population, but because the payout is a transfer from those who save to those who typi-
cally spend everything (pensioners), the increased demand could more than offset the
anti-inflationary effect of the tax.

My test of these ideas below contradicts the negative view of these taxes on payroll
and consumption; it shows that the VAT and social-security payroll taxes in the context
of corporatist trade-offs enhance economic performance, especially before 1980. It
suggests that the reduced demand effect and increased investment effect outweigh the
inflationary effects. We used a one-year lag between these two taxes and economic
performance.

5. With the habit of making such trade-offs and faced with strong labor movements, manage-
ment in the more corporatist democracies tends to join labor in the implementation of a wide range
of policies. The result: less intrusive regulation and more effective implementation of laws
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and executive orders. Thus, the complaint that Western Europe is hyperregulated and
hyperprotected—that it has the disease of “Eurosclerosis”—while America is flexible
and its employers are free to adapt, ignores the evidence on types of regulation and regu-
latory styles. As �onald Dore (1986) implies in his treatment of “flexible rigidity” in
Japan, and as several researchers note in their treatment of American health-care regula-
tions (�uggie, 1992; Myles, 1993; Morone, 1992), an ideology of deregulation goes to-
gether with the most-intrusive and rigid kinds of regulation, while “statist” political
economies may regulate more flexibly, as I have previously suggested (1983, pp. 58 – 59)
and show below in chapters 15 (environment) and 16 (health care). (See also Kelman,
1981; Bardach and Kagan, 1982; and my discussion of adversary legalism in this chapter.)
The paradox that the most-decentralized political economies with the most-liberal (free-
market) ideologies have the most-rigid and intrusive regulations can be explained by the
weakness of the structure and political power of labor and the absence of channels for
collaboration among labor, management, and the state.

Measures. There are no measures of regulation, deregulation, and reregulation for our
19 countries, but several case studies are suggestive (they are reviewed in Vogel, 1996, a
detailed examination of recent regulatory regimes in Japan, Britain, the United States,
France, and Germany and in chap. 15 on the environment).

Total taxes: Total tax revenue at all levels of government as a percentage of GDP.
Consumption taxes: General taxes on goods and services (sales taxes and/or VAT).
Social-security taxes as a percentage of GDP: All social-security taxes paid by employees,

employers, and self-employed.
Capital investment: Gross fixed capital formation as a percentage of GDP.
Sources: All data come from OECD. Taxes from �evenue Statistics of OECD Member

Countries (OECD, various years). Gross fixed capital formation from OECD Historical
Statistics, various years. See appendix G.

6. In return for all the above—for labor, the social wage, job protection, and worker participa-
tion, for the government, increased revenue especially from consumption and payroll taxes—both
labor and the government tolerate low taxes on either capital gains or profits or both and avoid high
property taxes.

Measures: See above for taxes on corporation profits and capital gains. Property taxes
are recurrent taxes on immovable property of households and businesses as a percentage
of GDP, from OECD �evenue Statistics, various years.

In addition to these variables, designed to test theories of corporatism, I consider sev-
eral possible causes of economic performance that economists and policy analysts have listed
in the literature of the past 30 or so years—for example, Edward Denison (1967, 1974,
1979, 1985), J. �. Norsworthy et al. (1979), John Kendrick (1980), �obert Solow (1988),
Dale Jorgenson and �. Landau (1988), Angus Maddison (1982), �obert Barro (1991),
�obert Lucas (1988), Paul �omer (1986), Michael Bruno and Jeffrey Sachs (1985), and
Benjamin Friedman (1989). These hypothetical causes include the age structure of the pop-
ulation, education and training, civilian research and development, military spending, and
the size of the public bureaucracy. As a validation of the idea that corporatist democracies
enjoy many effective mechanisms of conflict resolution and therefore need fewer costly
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lawyers and courts, I add the percentage of lawyers in the civilian labor force and data on
recent expansion of law school enrollments and relate these to economic performance.
Limited data on the interaction of inequality and economic growth are explored. I use
measures of external shocks as a control in regression equations. The ambiguous meaning
of job creation as a measure of economic success is analyzed separately in chapter 13.

Figure 12.1 provides a diagram of the causal model.

The Causes of Economic Performance:
Findings from Multivariate Analysis

In general, we see that corporatism ensures heavy social spending and heavy tax loads; the
tax load is heavily weighted toward the least visible, least painful taxes (social-security taxes
and consumption taxes); the spending avoids heavily stigmatized means-tested benefits.
One consequence of this structure of taxes and spending is wage restraint by unions, low
strike rates, and high capital investment. The pattern enhances economic performance, es-
pecially by increasing GDP growth and holding down inflation and unemployment and
especially before 1980, and to some extent even in the 1980s. The rank order of 19 coun-
tries in these variables is quite stable over time for unemployment and inflation but less
so for growth, especially after 1980. Specifically, cross-tabulations and regression analyses
show the following:9

1. There is a strong steady relationship between corporatism and social spending. Correlations
of corporatism scores and social security as a percentage of GNP range from .51
(1950 – 74) to .67 (1966 – 72 and 1975 – 77), all significant. The correlations using per
capita spending are only slightly less strong. Corporatism is also associated with high rates
of increases in social spending up to 1974 (but for 1974 – 80 the correlation becomes
insignificant). As tables 12G.6 through 12G.10 show (appendix G), the pattern of big
social spending (SS/GNP) is especially strong where corporatism is combined with
Catholic party power, with or without left competition.

2. The corporatist big spenders tend to avoid means testing (noncategorical benefits tar-
geted to the poor via a stiff income and/or assets test applied by welfare administrators
with substantial discretion with a high probability of stigma). For instance, of 18 coun-
tries for which we developed a measure and had data on means-tested spending, the
lowest reliance on means testing in 1980 appears for the 10 corporatist countries that
include labor in their policy machinery with only two exceptions (the Netherlands
scores high and West Germany scores medium). Six of the other 8 countries evidence a
heavy reliance on means testing (they score high or high to medium); the exceptions are
Australia (low to medium) and Switzerland (medium).10 These intrusive systems are
expensive and unproductive, one reason to suppose they are an economic drag. (The
politics of “welfare” and “workfare” are discussed in chap. 8.)

Correlations show that public assistance spending as a percentage of GNP is more
consistently related to measures of economic performance than public assistance per
capita. When we control for our six basic variables, two at a time, using PA/GNP as a
possible drag on the economy, we find that (1) it has an independent, significantly posi-
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tive effect on unemployment (i.e., increases unemployment) in all periods from 1950 to
1984; and (2) all other relationships (to growth or inflation) wash out in the presence of
our most powerful sources of economic performance, except for one: public assistance
spending/GNP is a significant drag on economic growth during the worst recession of
our postwar analysis, 1980 – 84. With these limited data, there is no good way to sort out
cause and effect (we do not have year-to-year data on changes in public assistance). For
instance, the relationship could mean either that unemployment increases, then public
assistance—the last resort social net—climbs; or that unproductive public-assistance
spending increases, resources available for investment decline, productivity lags, then un-
employment moves up. There is one hint, however, that the latter effect may outweigh
the former: PA/GNP is consistently a drag on capital formation. That suggests the hy-
pothesis of an indirect effect: that a heavy reliance on means-tested public assistance re-
duces investment, which in turn slows growth and increases unemployment.

A second complication in assessing the distinct economic effects of the welfare mess
(symbolized by a heavy means-testing apparatus) is that in most countries (Germany is
an exception) both unemployment and public assistance spending are highest among the
young. The correlations between age 15 – 19 and unemployment are the strongest of the
age grade correlations. Using that age control and relating PA/GNP, 1980 or 1974 – 79,
to the relevant economic performance periods (1974 – 84) with one other variable at a
time shows the following: (1) Age controls do not reduce the public assistance effect on
unemployment before 1980 (i.e., from 1965 to 1980, the more a country relies on public
assistance, the more unemployment it experiences). (2) But the age effect does reduce
the public assistance effect on unemployment to insignificance for the multiple shock

Structural and 
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Figure 12.1. Causal model for regression analyses of the major sources of economic performance,
nineteen rich democracies
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period of 1980 – 84, and it does the same for economic growth in that period. In other
words, numerous teenagers, not public assistance, undermine both jobs and growth in
1980 – 84. (A later section deals with demographic structure.)

In sum: Stigmatized, means-tested benefits directly and independently increase unem-
ployment except in one postshock period; they are indirectly a drag on economic
growth because they consistently divert resources from capital investment and subvert
human resource development.

3. Corporatism and the level of taxes. With one deviant case of Italy, whose spending
for long periods exceeded its tax collection, taxes roughly match spending. Big spenders
pay their way over the long run; or big taxers spend a lot; or both. From 1965 to 1988, the
correlation between the corporatism score and total taxes/GDP range from .60 (1974) to .72 (1980
and 1988). The relationship is especially strong for corporatist democracies with strong left party
power in all periods (e.g., Denmark, Sweden, Norway are among the top four taxers in all periods;
two countries, with both left and Catholic power, Netherlands and Austria, are among the top seven
for all periods).

4. As a percentage of total taxes, the big taxers rely mainly on least visible and least painful
taxes—consumption taxes (e.g., sales or VAT) and social-security taxes (e.g., payroll taxes);
they also avoid heavy taxes on corporate income, profits, or capital gains, although this relation-
ship faded in the 1980s. Apparently, the trade-offs made when labor is at the high-policy
table for many years favor management; in return for generous payoffs in the “social
wage,” labor supports tax breaks for management. In the absence of a steady labor in-
fluence (as in Japan, Australia, New Zealand, Canada, and the UK), the government
turns to business as a source of revenue.11

5. Least-corporatist democracies have a taste for property taxes: reliance on such taxes appears
to be a drag on economic performance, but it is so highly correlated with the rest of our vari-
ables that also predict poor performance that I leave it aside. A separate section later will
attempt an explanation.

Wages, Capital Investment, Strikes, and Taxes

The level and structure of social spending and taxing above (1 – 5) leads to three major out-
comes that favor good economic performance: labor constraint on increases in nominal
wages; high or above-average capital investment; and low strike rates. The correlation of all
the above variables—outcomes of corporatist bargaining arrangements—and the economic
performance index appear in appendix G, tables 12G.1 through 12G.5. Tables 12G.6
through 12G.10 report results by country and types of political economy and party power.

A multiple regression analysis using three of the above variables at a time for each pe-
riod demonstrates that each one has some independent effect on either the economic per-
formance index or one or more of its components.

Wage Restraint While most corporatist democracies had higher wage increases before 1980
than their least-corporatist counterparts, when the shocks of 1974 and 1979–82 hit, they resisted
wage pressures. The median nominal wage increase 1974 – 79 was 12.7% (between Belgium
and Norway). Only 5 of the 12 countries with some form of corporatism (Israel missing)
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exceeded the median (Italy, France, Finland, Denmark, with Norway barely above), while
only 2 of the 6 least-corporatist countries (USA and Canada) were below the median (see
table 12G.8).

Similarly, the median nominal wage increase for 1980 – 84 was 8.8% (between Sweden
and Canada). Among corporatist democracies, only Italy, France, Norway, and Finland ex-
ceeded this, with Sweden barely above, while four of the six least corporatist countries were
above the median (the exceptions: Canada, 10th ranked, was close to the median; the USA
was 13th)—a pattern that continues through the rest of the 1980s. (See table 12G.9.)

The wage acceleration measure strengthens the picture. For acceleration 1974 – 79 over
1965 – 73, only 3 of 12 corporatist countries are above the median (France, Norway, Italy),
while all 6 least-corporatist countries are above the median. For wage acceleration 1980 – 84
over 1974 – 79, 5 of 12 corporatist countries score above the median (France, Switzerland,
Sweden, Finland, and Italy); 4 of 6 least-corporatist countries score above (United States,
Ireland, New Zealand, Canada). The case that centralized bargaining restrains nominal
wages is stronger if we eliminate France and Switzerland, corporatist countries that keep
labor at a distance. Again, the full inclusion of unions helps.

�egression analysis confirms the finding that restraint of nominal wages strongly reduces
inflation in all periods but has no effects on unemployment or GDP growth and no effects
on the general index for 1950 – 74. The control of wage-push inflation is plainly a feature
of corporatist adjustment to inflationary shocks.12

Strike Rates, Capital Investment, and Social Spending The most consistently robust variables foster-
ing good economic performance are strike rates (low rates as a clue to effective industrial relations)
and capital formation (indicated by gross fixed capital investment). One or the other of these
two powerful variables consistently predicts more of the variance in the economy than cor-
poratism, leftism, Catholicism, spending or taxing levels or types, or external shocks. The re-
gressions (table 12.8) show that capital investment has a positive effect because it increases
growth (1965 – 74, 1974 – 79, and 1980 – 84) and lowers unemployment (1965 – 74,
1974 – 79, and 1985 – 89 but not after the second oil shock 1980 – 84).13 And high strike
rates have a negative effect because they increase unemployment (1950 – 74, 1965 – 74,
1974 – 79, and 1980 – 84) and/or increase inflation (1974 – 79, 1980 – 84, 1985 – 89). Hun-
dreds of regressions not reported here—using all relevant independent variables three at a
time—confirm this pattern for the economic performance index and its components: either
strike rates or capital investment or both have major effects no matter what is added to the
equation. That often holds true for periods for which they are not significant in table 12.8
and for combinations of our main variables not shown in that table. On the basis of all the
regressions aimed at testing the preceding hypothesis we can confidently say the following:

Social-security spending (SS/GNP) and, to a lesser degree, social security per capita are positive
forces for GDP growth 1950 – 74 and the general index 1950 – 74. Holding constant strikes
and capital formation, social spending remains significant in some equations. It is irrelevant to
inflation and unemployment. The growth rate of social-security spending, either nominal
or real, is not significant if Japan with very high growth in both social spending and its
economy is excluded.

In no period and for no measure of performance is social-security spending a significant drag, con-
trolling for leftism, Catholicism, corporatism, capital investment, and strikes, the major
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sources of economic performance. In 1980 – 84, both strikes and SS/GNP appear to
dampen economic performance, but that is due to Japan (very low in strikes, tops in cap-
ital investment, very low in social spending); eliminating Japan, social security is reduced
to no significance or marginal significance in all but one of 20 equations (17 countries).

Where we eliminate both Japan and Switzerland (they have the same unique pattern),
social security has no significant effect in any equation. This suggests two roads to good
economic performance: corporatism-without-labor with lean social spending, high capital
investment, and low strikes, or corporatism with full inclusion of labor with generous so-
cial spending, high capital investment, and, most important, low strikes.

 . Best regressions of economic performance on strikes, capital 
investment, social spending, and type of political economy† (continues on p. 460)
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During the period of recovery, 1985 – 89, strikes were consistently more of a drag than
capital formation was a help. In almost every equation in which they were included, strikes
were the strongest predictor of poor performance. In fact, as we see in tables 12G.9 and
12G.10 (appendix G), if a country has very high strike rates (Ireland in 1980 – 84, New
Zealand in 1985 – 89), high capital investment will not prevent a slide into poor or nearly
poor performance. Social-security spending was a modest negative in only 1 of 20 equa-
tions for that recent period, 1985 – 89. The only aspect of economic performance for
which capital investment was more of a help than strikes were a hindrance was in reduc-
ing unemployment.

†See appendix G for definitions of, and sources for, independent variables; text for
economic performance.

aThree cases deleted: Israel missing on capital investment; Italy an outlier on strikes;
Japan an extreme case (high) on capital investment.

bIsrael missing on capital investment; Italy an extreme case (high) on inflation.
cIsrael missing on economic performance.
dIsrael missing on economic performance; Belgium missing on strikes; New Zealand an

extreme case (low) on growth.

 . (continued)
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The only anomaly in 1980 – 84 is the USA: it failed to invest, suffered above-average
losses from strikes, and still achieved above-average economic performance; it had low in-
flation (6.7%, ranked 12th), medium growth (0.9%, ranked 14th), and medium unemploy-
ment (8.2%, ranked 8th) (see table 12.4). That is because it ran a consumer-led recovery
with heavy borrowing in public and private sectors alike, which continued through the
1980s, aided a bit by a slight drop in relative strike rates 1985 – 89 (from 7th to 10th). (See
tables 12G.6 – 12G.10 in appendix G.) By 1990 – 92, the USA returned to its previous
below-average performance (see table 12.9), but by most measures during the subsequent
recovery outpaced Japan and most of Europe 1993 – 99 for reasons already discussed.

In a careful review of the mixed and weak findings of nine studies of the economic im-
pact of social spending on economic performance—most authored by economists—Atkin-
son (1995) concludes that none of them shows that the welfare state is a drag on economic
growth, employment, or productivity. Some of Atkinson’s observations illustrate a complex
argument. First, it may be poor economic performance that leads to increased social spend-
ing rather than the reverse; slow growth causes reduced employment and hence higher in-
come transfers. Second, there is a phasing of growth rates and welfare-state development,
two unconnected trends. Not only can rich countries afford more generous social security
(a universal political demand) but they are past the period of early industrialization when
economic growth was swift and their insurance systems were initiated. The two simulta-
neous trends are spuriously correlated: insurance systems mature and cost more at precisely
the time (decades) when economic growth in all the advanced countries was approaching
a steady-state value (the newly industrializing countries [NICs] almost always grow faster
than the already rich). Third, as I have suggested (1983), the form of the benefit and the
political context for its delivery mightily shape its economic impact (see later). Finally, when
economic theory tells us that increased taxes to finance the welfare state cause a fall in mea-
sured output, we must ask whether GDP is the appropriate measure. “Along with the re-
duced labour supply,” Atkinson observes, “comes increased home production. The Scan-
dinavian economists who paint their own houses rather than write more books are still
contributing to output” (1995, p. 21). An unfriendly critic might see this economic dis-
tortion as a positive benefit. All this is complementary to the arguments and data presented
in this chapter.

A final set of studies of the interplay between social spending and economic perfor-
mance using states within the United States, some with data extending to 1989, confirms
my cross-national findings. Peter H. Lindert, reviewing these studies and adding his own
current work, concludes that U.S. states, like nations, evidence either no significant rela-
tionship or a positive relationship between social transfers as a share of state product and
either the level of product per capita or rates of economic growth and employment (Lin-
dert, 1996a, p. 2; Lindert, 1996b, pp. 2 – 4). The most careful econometric study (Helms,
1985) shows that from 1965 to 1979 the drag on state personal income of extra tax-
financed, means-tested public assistance that I found for 19 rich democracies was more
than offset by the positive effects of tax-financed health and education expenditures. A
follow-up by Helms, Eandi, and Lindert with U.S. state data from the 1980s found even
more positive effects on state production and employment (Lindert, 1996b, p. 4). Again,
these studies remind us of the need to focus on specific types of spending when we talk
about the economic effects of the welfare state.
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Taxes: Level and Type Total tax levels (total taxes at every level of government divided by
GDP), which are positively correlated with left power and corporatism in all periods, have
no effects on economic performance, except in the period before 1974, when high taxes,
because they permit generous social spending and lower strike rates, had a positive indirect
effect, contrary to received wisdom. (See above and appendix G, tables 12G.6 – 12G.10 and
12G.1 – 12G.5. �egressions not reported.) As we found when we uncovered the roots of
tax-welfare backlash (chap. 10), it is not the level of taxes that counts but the type of taxes.

Thus, regressions, controlling for all other variables, show that painfully visible taxes (in-
come taxes on individuals and property taxes) were a drag on economic growth from 1950 to
1979 and reduced the broader economic performance index 1965 – 74. Conversely, social-
security taxes often enhanced economic performance. They constrained inflation 1965 – 74 and 1985 – 89,
but had no effect just after the two oil shocks. These taxes also had a marginally significant
positive effect on the general index, 1950 – 79. The only bad effect of social-security payroll
taxes was that they lowered growth in 1980 – 84, the period of severe multiple shocks.

Sales and value-added taxes remained significant and positive for economic growth after con-
trolling for other variables for 1950–79, with positive impact on the index 1965–79. These con-
sumption taxes were consistently negatively related to strikes, while they were positively re-
lated to capital formation, which explains why they are good for growth.

There were no significant correlations between consumption taxes and inflation or un-
employment, however, and no significant correlations with any performance measure in the
1980s.14

Corporate taxes had a negative effect on growth 1950 – 74, but no significant effects there-
after. There is a hint that such taxes marginally increased unemployment in only one pe-
riod, 1985 – 89.

In short, relative to industrial relations systems and capital formation, the structure of
taxes is only moderately or weakly related to economic performance, an effect that almost
disappeared in the 1980s. If we are concerned only with economic impact, consumption
taxes and social-security taxes were benign; income taxes, property taxes, and to a lesser
extent, corporate taxes, were a drag. And the general level of taxes had no effect at all.
The tax-cutting mania of �epublican Presidents �eagan and Bush and the �epublican
Congress of 1994 – 2000 (and the echoes among conservatives in Europe) and the heated
denials of their Democratic opponents that they were “tax and spend liberals” were, to say
the least, misplaced.

Other Forces: Do R&D and Education and Training Help? 
Do Military Spending, Young People, Bloated Bureaucracy,
and Many Lawyers Hurt?

Several additional candidates for possibly important sources of good economic performance
are discussed in the literature of economics and public policy. For some, there are no clean,
comparable measures available for our 19 countries (e.g., investment in civilian research and
development, education, and training). For others, we have approximate measures, but in
regression equations they turn out to be of very limited importance or are so closely cor-
related with our strongest variables that their independent influence cannot be ascertained.
A discussion of each follows with what data I could find.15
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Civilian Research and Development

Data on total �&D spending as a percentage of GDP before 1980 are available only for a
few countries. For 1981, OECD data cover all of our countries except Israel, but they do
not separate military from civilian �&D. What emerges from an 18-country analysis of
these very limited data is (1) a moderate correlation between �&D spending and military
spending, which becomes strong if we eliminate Japan and Switzerland (high in �&D but
well below average in military spending), and (2) correlations that suggest that total �&D
spending in 1981 helped reduce inflation in 1985 – 89 but had no significant effect on
growth or unemployment.

These data are misleading. Of the top seven in total �&D spending, three—the USA,
the UK, and France—devote much of �&D to the military; Japan and West Germany in
contrast devote almost all of it to civilian purposes. The evidence on the effects of military
�&D suggests that it is a drain on the economy while civilian �&D is a positive force.

For instance, a study that attempts to divide military from civilian �&D and relate them
to competitiveness (measured by the excess of output/domestic absorption) in six coun-
tries suggests that there may be a relationship between a country’s effort in civilian �&D
and its economic performance in the early 1980s. I add our figures on subsequent eco-
nomic performance for 1980 – 84, 1985 – 89, and 1990 – 92.

What table 12.9 suggests is that military �&D, whatever the positive spin-offs from
World War II (computer chips, jet engines, radar), has become a drag on economic
growth and competitiveness, while civilian �&D has a positive effect on both; and, fur-
ther, that the general economic performance of the three top spenders in civilian �&D
( Japan, West Germany, and, to a lesser extent, the United States), had an edge in general
economic performance in the 1980s. Adding to the advantage of Japan and Germany
was a widening gap in civilian �&D investment. By 1987, they had increased their al-
ready strong effort while the United States retained its third place at 2.0% (table 12.9).
In more commercially relevant �&D expenditures as a percentage of GNP, however, the
United States had slipped to fourth behind Japan, West Germany, and France (National
Science Board, 1989, p. 4); but in the mid-1990s, the U.S. began substantial increases in
�&D spending. If we guess that the lag between �&D investment and economic payoff

is 5, 10, or even 15 years, this trend should make itself felt well after the mid-1990s, other
things being equal.16 It is apparent that from the sputtering performance of Japan
1993 – 99 that a poorly regulated financial system combined with macroeconomic 
policy errors can offset �&D and productivity advantages, at least in the short run of a
decade.

Why has military �&D become subversive of good economic performance? In theory,
by generating a stream of new technologies, military �&D lowers the cost of overhead on
civilian �&D projects. And by providing low-risk contracts with long production runs, mil-
itary �&D helps all firms reap the benefits of economies of scale. In practice it does not
work that way. There are four deficiencies of military �&D for the purposes of the civilian
economy. First, the products developed are typically and increasingly highly specialized; es-
oteric metals and space technology have no earthly use. (Communication satellites are an
exception.) Second, Schumpeter’s “creative destruction”—new products driving out old
ones—seldom applies; diverse military constituencies demand both the continued “improve-
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ment” (endless increases in complexity) of old weapons and new miracle weapons, each
modified for special services (air force, army, navy, etc.) resulting in the endless acceleration
of unit costs (Kaldor et al., 1986, pp. 43 – 44). Third, tying up skilled scientists, engineers,
and technicians in such technology diverts money and human resources away from the de-
velopment of machinery and consumer products. (For evidence of this “crowding out” phe-
nomenon, see Lichtenberg, 1988.) Finally, the “D” in �&D may be decisive for a nation’s
competitiveness in civilian manufacturing. The critical difference between the USA and UK
vs. Japan is not in basic research; it is that the Japanese have an edge in management and
engineering skill devoted to competitive civilian markets combined with worker flexibility
in bringing innovations to market quickly.17 When Japan gets its macroeconomic policies
right (see above) these resources should once again pay off.

The loss of American preeminence in science as it serves technology is evident in the
increased share of U.S. patents granted to foreigners from 27% in 1970 to 48% in 1988
(National Science Board, 1989, p. 356). Together with lean spending on civilian �&D, this
trend was reflected in the dramatic decline in the U.S. trade balance in high-technology
manufactures in the 1980s, from a surplus of $27.4 billion in 1981 to a surplus of only $8.1
billion by 1988, with 1986 actually showing a high-tech trade deficit. The trouble was con-
centrated in key product groups such as communication equipment and electronics com-
ponents, where deficits worsened from about $3.4 billion in 1981 to about $19.8 billion
in 1988. All this reflects in part the emergence of strong rivals with increasing investments
in civilian �&D: for instance, Japan and the East Asian NICs in semiconductor products
and manufacturing processes, Europe in pharmaceuticals, engines, scientific instruments, and
aircraft. (U.S. Department of Commerce, 1989, pp. 87, 30 – 31, 54, 86, table B.5; and Fer-
guson, 1989, pp. 132 – 133.)

In sum: Although these data cover only six countries and a short period, they do sug-
gest that civilian �&D improves economic performance, especially in enhancing growth
without much inflation. More quantitative studies of single countries and longer time pe-
riods also conclude that �&D in general, including military, has a small but significant and
positive effect on productivity (Griliches, 1980; Friedman, 1989, p. 193), perhaps explain-
ing about a tenth of the variance, but that civilian �&D accounts for most of the benefits.

Education and Training

There is substantial evidence that a modern nation that gives careful attention to the liter-
acy, numeracy, and analytic skills of its school children, especially from kindergarten through
12th grade or so, is in a position to train its average worker in flexible adaptation to mod-
ern industry and to achieve an edge in productivity improvements (see chap. 1; Schultz,
1971, and the citations there; and Mincer, 1974). If high-quality general education is com-
bined with an active labor-market policy, including apprenticeships (see figure 2.2), foster-
ing lifelong training and learning on and off the job, the competitive advantage of a good
basic universal education will be multiplied. The countries that clearly fit this description
include Germany, Japan, Sweden, Switzerland, and France, all of which had above-average
or superior economic performance for long periods of post–World War II.

However, there are no really valid and reliable measures of differences among our 19
rich democracies in the level and quality of education and training and the linkages be-
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tween the two. If we join the current sport of comparing national test scores of students
at various grade levels as an indicator of school quality (the U.S. is scandalously low, the re-
frain goes), we ignore vast differences in the populations being tested; many European
countries test only student elites, the United States and Japan test student masses. If we rely
on levels of or trends in aggregate spending, we lump quite different types of education to-
gether—private and public, religious and secular, advanced and elementary. If we concen-
trate on the years from kindergarten through high school (K– 12), arguably the most im-
portant period to prepare young people for learning at work, the national differences in
aggregate spending are not large, and are diminishing. Such figures exclude everything that
might be important for learning: teacher training, pay, status and autonomy; the uniformity
and steadiness of funding and the quality of instructional materials and services; the con-
tent of the curriculum; standards of student achievement; school schedules; links between
schools and labor markets (e.g., what employers are able to do with the average 12th-,
13th-, or 14th-grade product). If instead we concentrate on postsecondary education, we
find larger differences in spending but economic relevance depends more on the mix of
graduates and undergraduates, on the specialties most emphasized (e.g., lawyers vs. engi-
neers), and on the strength of linkages between university research programs and industry
�&D programs. In short, no matter what spending figures we use, as in the analysis of 
medical-care spending, the problems of the comparability and meaning of educational ex-
penditures are daunting.

�egarding vocational training, apprenticeship systems, and labor-market programs gen-
erally, the problems of cross-national comparability are similarly difficult—for example, how
to separate active from passive labor-market policies, how to compare the lengthy and in-
tensive apprenticeship systems of Germany and Switzerland with more unified general ed-
ucation systems. (For comparative analysis of these issues, see Wilensky, 1992a.)

For our regression analysis of 19 countries the best we can do is use UNESCO data on
gross educational expenditures and enrollment ratios for postsecondary education where
national variation is substantial.18 This yields very little of direct relevance to economic per-
formance. After summarizing these results, I examine school funding, organization, and
quality using more-intensive case studies of school systems in action, with special attention
to two countries with mass education at every level, the United States and Japan. Because
education spending is closely correlated with a young age structure, I then deal with the
issue of whether a load of young people is a drag on the economy apart from what a na-
tion does with its schools.

There appear to be many significant correlations between education variables and eco-
nomic performance. Unfortunately, they are in the wrong direction.

Measures of education are confined to postsecondary enrollment ratios and expenditures
as a fraction of GNP and per capita (for periods covering 1965 to 1988); expenditures and
enrollment for primary and secondary schools do not vary enough among rich countries
for this analysis (although school quality varies hugely and will be discussed later). The
measures are described in appendix G. The results: For the 19 countries, one or more of
these measures of investment in higher education is negatively correlated with the eco-
nomic performance index in every period but 1985 – 89; one or more suggests a drag on
growth in every period except 1974 – 79 and 1985 – 89; all measures show a positive cor-
relation with unemployment for all periods before 1979 and that holds for higher educa-
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tion expenditure/GNP 1980 – 84. Further, education variables are negatively correlated
with capital investment (for two of four periods) and positively correlated with strikes (for
one of these periods)—our two most powerful sources of economic performance.

However, upon closer inspection, all this is either spurious or can be explained by two
to six extreme cases, especially the United States and Canada. Generally poor economic
performers, these two are highest in both higher education spending and enrollment ratios
and are generally low on capital expenditures and high on strikes. �emoving them reduces
almost all correlations to insignificance. �emoving one or another additional outlier fur-
ther reduces these correlations.19 No pattern of any kind remains.

Added spuriousness comes from the obvious relation of age structure to education en-
rollments and spending and the not-so-obvious relation of age structure to types of polit-
ical economy and party power. For instance, left-corporatist countries happen to have older
populations—fewer young people. But their egalitarian thrust nevertheless boosts their
spending on education, especially in 1965 – 74. In contrast, the most-fragmented, decen-
tralized democracies tend to have much younger populations, so they must spend more on
education. The result: a statistical draw; no general pattern relating education and age to
economic performance emerges because the commanding variables—types of corporatism
and party power—are obscured.

In view of the severe limitations of these spending and enrollment figures, I now turn
to more intensive examination of school performance with an eye to its impact on the
economy. Two recent reports on American schooling frame the contemporary debate.

A National Commission on Excellence report, A Nation at �isk (1983), in a near-
hysterical tone, reported that American school performance had declined drastically in re-
lation to America’s past and that it was weak in comparison to other nations. These con-
clusions were based largely, but not exclusively, on comparison of test scores. The report
added that this “rising tide of mediocrity” in education was a major source of the decline
in American competitiveness. In an effort to cast himself as the “education president,”
George Bush later issued a report called America 2000 that echoed A Nation at �isk but
claimed that the problem could be solved with virtually no added resources because total
spending per pupil on elementary and secondary schools had increased about 33% in con-
stant dollars during the 1980s without improving schools.

There are several things wrong with these statements. The test results are not compara-
ble either across time or country; and the argument about funding is specious. The stu-
dents taking the SAT exam in the early 1960s and the students taking it now are very 
different in their social origins and academic standing within their schools—that is, in their
socialization in family and school. Similarly, students taking the standardized tests in many
other countries are not comparable: age-matched test-takers in Europe (and, to a much
lesser extent, in Japan) are higher status and are often selected for their previous academic
achievements; they are being compared with U.S. students of whom a much greater pro-
portion are not only from the bottom half of their schools but have been shunted out of
the academic track (Berliner, 1993, p. 639). Further, wherever the comparative studies hold
constant the relevant social or academic status, most of the American lag, at least in test
scores, disappears. Even A Nation at �isk acknowledges this: when the international com-
parisons were made in the early 1970s by the International Association for the Evaluation
of Educational Achievement (IEA), “The top 9 percent of American students compared
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favorably in achievement with their peers in other countries” (National Commission on
Excellence, 1983, p. 34). Finally, during the 1980s, the period of increased spending to
which the Bush report refers, SAT scores in the United States stopped their downward
slide. In fact, minorities markedly improved their scores, albeit from a very low level: from
1975 to 1990, the mean SATs for most minority high-school students, including blacks and
Hispanics, have gone up along with upper-middle-class test scores, while their completion
rates increased faster than the rates of white students (Kirst and Kelley, 1993, pp. 5 – 6).
After falling in the 1960s and early 1970s, scores on standardized tests such as the Iowa
Tests of Basic Skills began rising in the mid-1970s and continued to climb through the
1980s (Bracey, 1991, p. 107). And in the 1980s, concurrent with the school reform move-
ment, there was a significant jump in enrollment in serious academic courses at all levels
(Kirst and Kelley, 1993, pp. 3 – 4).

The allegation about spending increases is deceptive, too. First, the 1980s increases re-
flect a partial recovery from cuts in teachers’ real income from 1973 to 1982; the subse-
quent increase in teacher salaries is close to that for the cost-of-living (Bracey, 1991, p. 112).
Second, the alleged 33% increase in per pupil expenditure in the 1980s reflects mainly the
federally mandated expenditure on “special education” (mainly on physically or mentally
disabled or otherwise handicapped children); excluding costs of special education at an 
average of $17,600 per pupil per year, we find very little rise in regular education cost
(inflation-adjusted) from 1970 to 1988 when it stood at $2,500 (ibid., p. 112).

The real problem obscured by the excitement over test scores is the trend toward dump-
ing our social problems on the public schools—such problems as uncushioned family breakup,
unsupervised children unprepared for learning or for orderly behavior, an increasing rate of
poverty with concomitant deficiencies in child nutrition and health, and increasing racial ten-
sion and neighborhood violence spilling over into schools. After dumping these problems on
the schools we self-righteously proclaim that our teachers are failing us, all the while decreas-
ing both the moral and the financial support for instructional services. Among the most damn-
ing facts uncovered by A Nation at �isk (National Commission on Excellence, 1983) are these:
the average teacher salary after 12 years of teaching was only $17,000, a subprofessional level
that explains why increasing proportions of teachers are drawn from the bottom quarter of
graduating high-school and college students—compared to the early 1960s, when almost half
of graduating college seniors said they wanted to be teachers, and a third anticipated a career
in elementary or secondary schools (Davis, 1964, table 1.4, p. 13). Their preparation is heav-
ily weighted with courses in educational methods at the expense of courses in subjects to be
taught; teachers have little influence in such critical professional decisions as textbook selec-
tion, and, in any case, expenditures for textbooks and other instructional materials declined by
50% from 1965 to 1982 (National Commission on Excellence, 1983, pp. 21 – 23).20 Chapter
18 on public policy returns to possible educational reforms for the U.S.

Because of the noncomparability of test scores across time and space, because of very
limited data on the allocation of educational budgets and the preparation and behavior of
teachers and other indicators of school quality in our 19 countries, we cannot make defini-
tive statements about education as it shapes the economy. Nevertheless, there are some rel-
evant international comparisons based on more intensive case studies of curriculum con-
tent, hours of school and homework, academic standards, teacher pay and status, and what
employers, in fact, are able to do with the average product of secondary schools in various
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countries differing in their economic prowess. Leaving aside questions of national differ-
ences in poverty, family instability, and television content and dominance—major sources
of school children’s motivation and capacity to learn—what can we say about national 
differences in the organization and funding of schools that might affect economic perfor-
mance?

Consider two extreme cases, Japan and the United States (most European nations fall
in between). Both countries have historically been committed to education as the main
road to occupational success, social status, and income. They spend similar proportions of
GDP on education, in the mid-1980s 6.5% for Japan, 6.8% for the United States; or if we
include only public expenditures on public education at every level as a proportion of GDP
1985, 5.1% for Japan, 5.04% for the United States (OECD, 1989a, pp. 98 – 99). In both,
education credentials are central to employment, although Japanese employers examine cre-
dentials more closely than do American employers. In both countries, education is nearly
universal, and masses of voters aspire to make it more so. A larger proportion of Japanese
(90%) finish the 12th grade than Americans (75%, but if we count later completion of a
high-school equivalency, it is about 83%), and a greater proportion of Japanese males com-
plete university degrees than in other countries, including the United States. So we are not
comparing an elite system with a mass system. Another similarity makes the comparison
reasonable: while almost all of the 19 rich democracies have a quite small proportion of
private secondary schools, the standout exceptions are the United States and Japan (along
with France and Britain), where the “private” sector is substantial (26% of total education
expenditure in the U.S., 21% in Japan).

The remaining differences that have developed over the past 30 years in structure,
finance, operation, and quality as well as outcomes are dramatic. Consider the following
(based on studies by �ohlen, 1983 and 1985 – 86; Clark, 1985a, 1985b; Thomas, 1983; Hi-
roshi Kida et al., 1983; Cummings, 1980; and Heidenheimer et al., 1990, pp. 23 – 56), trac-
ing the differences in K– 12. Unless otherwise specified, figures in table 12.10 come from
�ohlen.

These K– 12 differences result in sharp contrasts in the mastery of academic subject mat-
ter, habits of discipline, and preparation for lifetime learning among the general population.
It is clear that the average Japanese 18-year-old has an edge of about three years over his
American age-mate in science and math; earlier in the elementary years, he has acquired an
edge in languages, music, and art; and the Japanese gap between the well educated and the
poorly educated is small compared to that in the United States. As �ohlen concludes, “In
many respects the upper half of Japan’s graduating high-school students possess a level of
knowledge and analytical skills equivalent to the average American graduating from college”
(�ohlen 1985 – 86 p. 30). It would be surprising if they did not: they have spent the equiv-
alent of about three American years longer in school (more hours, more days) in which ac-
ademic achievement is rewarded; they have spent more hours doing homework; they have
been exposed to demanding teachers who are widely respected, well paid, use challenging
teaching materials, have pedagogical autonomy as well as time to plan their work and con-
sult with colleagues. The result: Japanese employers introducing new technology, say nu-
merically controlled machine tools, can expect average high-school graduates to read in-
struction manuals comparable to American engineering textbooks and quickly master the
new system. In �obert Cole’s phrase, Japan has accomplished the “democratization of 
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statistical methods” (Cole, 1989, p. 278). No productivity mystery here: both managers and
their workers have the trained cognitive skills and work habits for flexible adaptation to rapid
technological change. Contrast the CEO of General Motors in Detroit. Not only is he
handicapped by his own failure to plan, invest, and train (until he had lost most of his share
of world markets); he cannot assume that Detroit workers have either the multiple skills or
the work habits of workers of his competitors abroad. That is one reason he cannot suc-
cessfully introduce the continuous improvement strategy so prominent in Japan and much
of Europe (see chap. 1). Employers in South Korea and Taiwan, too, can now recruit and
readily train skilled workers, building on the learning advantage of K– 12 systems similar to
Japan’s (Postlethwaite and Thomas, 1983, pp. 308 – 342; Sah-Myung, 1983; Lin, 1983). In-
dustrial firms everywhere adapt their technology and organization to the capacities of the
average worker they can recruit (see chap. 13 on job creation).

Many observers who concede the existence of these differences say, “Ah, well, Japan is
homogeneous—few minorities, few immigrants—and still has strong families; if Japan had
America’s racial and ethnic mix and divorce rates, it would have the same school problems.”
That ignores drastic differences in public policy that have nothing to do with America’s
social heterogeneity—practically everything on the list above. Neither social heterogeneity
nor high rates of family breakup have prevented most of Europe from imposing high stan-
dards on K– 12—not as high as Japan’s, but much higher than those of the United States
(Heidenheimer et al., 1990, chap. 2).21 Nor have these problems prevented the United
States from developing perhaps the most successful system of mass higher education in the
world, with many of the demanding characteristics of Japan’s K– 12.

Going beyond the extremes of the United States and Japan, there appear to be three
major differences between schools in some rich European democracies and American
schools. First, the United States is unique in its automatic promotion of students from grade
to grade whatever their school performance. The consequences include a large minority
of American high-school graduates who still read at 8th-grade level or do math at the 6th-
grade level (Clark, 1985a, p. 314). Undemanding programs, underperforming pupils. Sec-
ond, American schoolteachers rank low in average status and income (compared to other
college graduates or white-collar workers or average per capita income). This reflects three
handicaps: huge district inequities; weaker teacher training; and a generally lower rate of
teacher unionization than that of Europe or Japan. In Japan, teachers are almost totally or-
ganized in a deeply entrenched and politicized union; comparable American unions are less
densely organized, more divided (AFT, NEA, separate state organizations, and a substantial
nonunion sector). �egarding education, American secondary-school teachers are uniquely
trained in Schools of Education with a focus on methods more than substance; in Europe
and Japan alike, they are recruited mainly from higher-status university departments em-
phasizing subject matter. (�ohlen, 1985 – 86, pp. 38 – 39; Clark, 1985a, pp. 298 – 300, 269,
276 – 280.)

In addition to uniquely automatic student promotions and low teacher status and pay
there is a third pattern: extreme decentralization resulting in huge inequities in funding
from state to state, district to district, school to school (Howe, 1991, p. 200), in degree
unique to the United States. Exacerbating this handicap in funding and performance is
America’s reliance on property taxes for school funding. Because this tax, the most unpop-
ular of all, creates intense tax resistance (see chap. 10), it is a highly unreliable source of rev-
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enue. Thus, when California’s Proposition 13 drastically cut property taxes—a 1978 ballot
initiative enshrined in the Constitution, sold as “Something for Nothing” by demagogues,
money, and the media—one of the best public school systems in the country moved from
above average in per pupil current expenditure in 1977 – 78 to 36th in 1990 – 91 (Howe,
1991, p. 200; U.S. Dept. of Education, 1980, table 70; San Francisco Chronicle, November 16,
1992). At the same time, it moved up to become the system with the second-largest class
size in the nation (Howe, 1991, p. 200). Other states, too, saw the revenue base for schools
erode.

At first glance, Japanese schools are much more meritocratic than U.S. schools; Euro-
pean schools, too, typically have the edge in rewarding performance. This American dis-
advantage is no doubt true for the U.S. system on average. But there are large segments of
the American system, both public and private, where upper-middle-class and upwardly mo-
bile lower-middle-class parents send their children to quality schools practicing meritocratic
values. And, of course, American colleges and universities are far more meritocratic and
provide far more equality of opportunity than those in Japan or much of Europe, although
these differences have slowly diminished as higher education has expanded everywhere
(chap. 1; and Trow, 1988, 1991a, 1991b).

A final difference in table 12.10 is less than meets the eye—tracking. Japan keeps almost
all students in school until the end of senior high. But it combines intense general educa-
tion with tracking at age 15 into senior high schools of diverse entrance requirements and
quality; students compete vigorously to get into the best. While the United States clings
to the ideology of comprehensiveness, it indirectly accomplishes some of the Japanese-style
tracking by the sharp differences in district funding I noted and by social-class segregation;
for example, in 1982, 31% of families with incomes over $75,000 sent their children to pri-
vate schools compared to only 3.3% of families with incomes below $7,500 and about 13%
of those with incomes of $25,000 to $49,999 (Catterall, 1988, p. 59). Unfortunately, this
road to tracking widens the gap between the well educated and the poorly educated, a fac-
tor among many in the lagging productivity increases of the average American worker
since the early 1970s.22

That the upper-strata advantage in school performance in the United States is a class dif-
ference, not a private vs. public difference, is demonstrated by studies of school achievement
that take the trouble to compare students in public and private secondary schools who have
similar family background and have taken similar courses (e.g., algebra, history, literature).
The alleged private school advantage trumpeted by enthusiasts for the all-purpose solution,
school vouchers (e.g., Chubb and Moe, 1990), is entirely due to these differences in the so-
cial composition of the schools and the percentage of students in an academic track (Shanker
and �osenberg, 1992). A friendly critic of vouchers, in a careful review of recent empirical
evidence comparing private and public schools (including the Milwaukee experiment with
voucher subsidies for private nonsectarian schools) concludes that the costs of private schools
are higher, “choice” increases system inequality, and per student achievement is about the
same (Levin, 1998). Private schools have the added luxury of being able to select students
by exam and throw them out if they are disruptive (the latter are typically dumped on the
public schools). In view of these advantages it is a sad commentary that where similar stu-
dents are compared, American private schools do not perform better than public schools
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and that by international standards both public and private schools perform badly despite re-
cent improvements.

In sum: The gross measurements of investment in education used here have no consis-
tent pattern of association with any of the economic performance measures nor with the
structural and policy roots of economic performance. From our limited quantitative data
we cannot specify the influence of education and training relative to type of political econ-
omy, industrial relations, and capital investment. However, more intensive examination of
types and quality of education as they relate to active labor-market policy and the discus-
sion of the United States and Japan above validate the theme that human capital invest-
ment pays off in good economic performance.

Demographic Structure

Some economists believe that this shapes economic performance. An economy burdened
with a poor dependency ratio (many nonworking aged and young) or with many young
and inexperienced workers, or with many inexperienced women, should be less robust than
others. (Denison, 1979, pp. 1, 3, 34 – 36; 1974, pp. 33ff.) Using five indicators—dependency
ratio, population aged 15 – 19, 20 – 24, 25 – 29, and 65�—we see many consistent correla-
tions. At first glance, very young populations (aged 15 – 19) are negatively and significantly
correlated with the economic performance index, mainly because teenagers increase un-
employment in all periods and they increase inflation before 1974. But when we run re-
gressions with two of our six main sources of economic performance at a time against any
of the age brackets or dependency ratio (highly correlated with age 15 – 19), no age vari-
able has any independent effect on any measure of economic performance, except one in
one recent period. Age 15 – 19 significantly increases unemployment in 1985 – 89 even
when we hold constant corporatism, leftism, Catholicism, capital investment, strikes, and so-
cial spending. In this broad overview of four decades and 19 countries, demographic struc-
ture rarely has any influence on the economy. And neither the level nor the rate of increase
of women in the labor force has any effect on economic performance.

Data on the United States alone, however, are ambiguous. Benjamin Friedman argues
that “the increase in the share of younger workers began in 1955, fully a decade before the
productivity slowdown. And it was practically over by 1973, before the more serious phase
of the productivity slowdown began” (1989, p. 192). But Edward Denison (1979, p. 106
and table 8 – 2), combining age and sex for an index of worker experience, shows that
young populations are a small drag on growth for all periods from 1953 to 1976, includ-
ing 1973 – 76. �elative to other causes of economic performance, age structure (and gen-
der) may be minor, consistent with both our 19-country findings and those of Denison and
Friedman.

In sum, age structure is strongly related to corporatism and welfare-state spending; older
populations are found in corporatist democracies that include labor, which, for reasons dis-
cussed previously, are highly developed welfare states. But age structure and gender have
little or no effect on economic performance.

There remain three variables that could have a negative effect on the economy: military
spending, the size of the public bureaucracy, and the presence of many lawyers. The next
sections deal with each.

Wilensky_CH12  3/14/02  1:56 PM  Page 473



System Performance

474

Military Spending

In my previous analysis of the effects of military spending on social spending and eco-
nomic performance (Wilensky, 1975, pp. 70 – 85), I found that while the destruction and
total mobilization of World War II brought an ideology of shared sacrifice, the spread of
social rights and benefits, and the reduction of unemployment, the cold war and small wars
of 1951 – 73 subverted both the welfare state and economic progress. This was especially
true of the welfare-state laggards or middling spenders that launched a military effort of
well beyond 6% or 7% of their GNP in the early 1950s—United States, the UK, and
Canada, countries located at or near the center of pacts and alliances. The effect was to
retard both social spending and GDP growth and to increase unemployment in subsequent
years (pp. 78, 84).

The political explanation: “A foreign policy accenting military spending [cold war, small
wars] without total and sustained mobilization is expensive enough and inflationary enough
to make the argument ‘cut the domestic frills, balance the budget’ seductive. But it is not
so expensive as to put the middle majority in the mood for ‘equality of sacrifice’ ”
(pp. 79 – 80). So both social spending and taxing lag. The economic explanation: A heavy
military burden diverts skilled workers and managers and scarce funds away from more pro-
ductive investment and employment and thereby slows down economic growth and wors-
ens unemployment. Budget deficits in the absence of productive uses of the borrowed
money may be an additional drag. (pp. 74 – 85.)

In the context of a 19-country comparison covering the entire postwar period, does this
conclusion stand up? Two findings emerge from our multivariate analysis. First, in regres-
sions including corporatism, leftism, Catholicism, and military spending as independent
variables, the military effort (military spending/GNP) from 1960 to 1986 is consistently and strongly
a drag on capital investment. This relationship remains strong even when Israel and the
United States and Japan are removed from the equation as extreme cases ( Japan very high
capital investment, very low military; United States second in military, very low capital in-
vestment; Israel first in military, missing data on capital investment). Second, that advantage
in investment enjoyed by countries with a small military burden gives them a clear edge in
economic performance, notably by increasing growth. The direct relationship between mil-
itary spending and the index is negative but only marginally significant, except for the
1980s, when it was quite strong. There is little or no connection with inflation or unem-
ployment. The military impact is entirely rooted in the negative correlation with economic
growth. Using time series and comparing the multiplier effects of military and nonmilitary
government spending, recent research on the United States also provides strong evidence
that military spending has an indirect, delayed impact: by reducing investment it is a drag
on economic growth (Mintz and Huang, 1991; Ward and Davis, 1992)—consistent with
our 19-country analysis.

Bureaucratic Bloat

We have seen in chapter 9 that civilian bureaucracies in 1980 ranged from Japan’s 6.5 as a
percentage of the civilian labor force to Sweden’s 28.6%. We also found that while corpo-
ratist democracies have a penchant for taxing and spending, many of them save on the per-
sonnel necessary to deliver the goods: they avoid the elaborate means-testing machinery of
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more decentralized regimes; and their very centralization slows the multiplication and
growth of regional and local bureaucracies. So they cluster in the medium and medium-
low levels of public employment. �egimes that keep labor at a distance are especially lean
in their bureaucracies. This relative efficiency of corporatist democracies is one more rea-
son for their advantage in economic performance.

Multiple regressions including corporatism, Catholicism, leftism, social spending, capi-
tal investment, and strikes (our six basic variables) show that big public bureaucracies were
a drag on economic growth in the period 1951 – 74. This holds up even when we drop
Japan, which has the leanest bureaucracy with the highest economic growth. The least-
corporatist countries with large bureaucracies (USA, UK, Canada, Australia, New
Zealand) had the lowest growth in 1951 – 74, while Italy, West Germany, and Israel with
relatively small public bureaucracies had high growth. Big bureaucracies also increased in-
flation in one recent period, 1985 – 89. Although not as consistent or as strong as capital
investment and low strike rates, lean bureaucracies do have a moderately favorable impact
on economic growth at times.

Are Lawyers a Drag on the Economy?23

“The first thing we do, let’s kill all the lawyers” (Dick to Jack Cade in Shakespeare, Henry
VI, Part 2:73). In discussions of the decline in the rate of growth of American produc-
tivity after 1973, it is often said that the United States is plagued by a surfeit of lawyers
who do unproductive tasks, divert talent and energy away from industrial progress, esca-
late conflict, and create an explosion in liability insurance and litigation (especially tort
law) that imposes heavy costs on business and professional activity and restrains innova-
tion, while our most serious competitors, free of such burdens, outpace us in economic
performance. In the 1992 presidential campaign, President Bush and Vice President
Quayle tried to make lawyers an issue. In many speeches, including their acceptance
speeches, they both bashed rapacious trial lawyers and claimed that such lawyers had Bill
Clinton in their pocket. Bush said that Americans need to care for one another more
and sue each other less, and claimed that tort-law reform would restore economic
growth. Quayle claimed that the litigation explosion is costing the United States $300
billion a year and has damaged its competitiveness. (Los Angeles Times, August 14, 21,
and 28, 1992.)

In cross-national perspective it is certainly true that the United States is loaded with
lawyers. Not only is the United States second only to Israel in lawyers as a percentage of
the civilian labor force, but together these two countries are far ahead of the next most
lawyer-loaded countries (Finland, Canada, New Zealand, Australia, UK, and Ireland). Fur-
ther, with the exception of New Zealand and Finland, the same countries, with the UK
in the lead, had the highest growth rate of law school graduates per 100,000 population
from 1970 to 1979, suggesting the rule, “The more lawyers, the more lawyers.” The lead-
ers in lawyers now will be even further ahead by the year 2000.24

Finally, table 12.11 and multiple regressions show the following strong results:

. Lawyers and the recent acceleration of law school graduates are concentrated in the
least-corporatist countries (especially USA, Canada, Australia, UK, and Ireland).
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. Lawyers are strongly correlated with strikes in all periods. (The U.S. is an outlier on
lawyers. Israel is first in lawyers, last in lawyer growth. Eliminating either or both of these
deviant or extreme cases strengthens the correlations.)

. Lawyers are negatively correlated with capital investment only in 1973 – 77.

. Lawyers are negatively correlated with the economic performance index, significantly in
1974 – 79 and 1985 – 89. The correlations with one or another component of the index
are significant for one or both lawyer-density measures for all periods, including a nega-
tive correlation with growth in 1980 – 84.

. Because of strong negative associations of lawyers with corporatism and social
spending and strong positive associations with strikes, it is difficult to sort out the dis-

 . Types of political economy, lawyers 1982, law school graduate growth rate
1970 – 79, and economic performance 1974 – 89a

aSources: Data on number of lawyers from American Bar Foundation, International Directory of Bar As-
sociations (Chicago: American Bar Foundation, 1983, 4th ed.) refer to lawyers practicing or “members of
the legal profession” except in six cases: “legally trained” (Sweden), admitted to the bar (Belgium), or to
practice (the Netherlands) or licensed (Denmark). Ireland includes both barristers and solicitors. Data for
the UK includes solicitors only. Adding barristers would move the UK up a bit to .28, closer to Australia.
The Legal Services Act of 1990 began a merger of the functions of British barristers and solicitors Econo-
mist July 18, 1992, Survey p. 5. Civilian labor force data from OECD, Labor Force Statistics 1983 (Paris:
OECD, 1983) except those for Israel, from Central Bureau of Statistics, Statistical Abstract of Israel 1985
No. 36 ( Jerusalem: Central Bureau of Statistics, 1985), p. 314.

bSweden based on extrapolation from number of lawyers 1972 and growth rate of 6% 1970 – 79 and
inferred growth rate of 6.7% for 1972 – 82.

cBelgium based on extrapolation as for Sweden, with inferred growth rate of 52% for 1972 – 82.
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tinctive economic effects of lawyers in regression analysis, controlling for the six basic
variables. However, the most consistent pattern is that lawyers increase unemployment rates
in all three periods, have a negative effect on growth in 1980 – 84, and foster inflation in
1985 – 89.

Quite an indictment. But we must try to sort out cause and effect. Applying theories
of corporatism and mass society (chaps. 2 and 3), I suggest that an abundance of lawyers is
more a consequence than a cause of the social and political vacuum created by mass-
society tendencies. In the most-fragmented and decentralized political economies, mediat-
ing associations such as churches, unions, and other broad-based voluntary associations are
losing their hold, political parties have declined, and the broadcast media are in ascendance.
Lawyers appear where mechanisms of conflict resolution erode and where political polar-
ization increases. In American labor relations, where management and unions engage in
all-out war or armed truce, or where management tries to break unions, lawyers are used
as weapons, especially by employers hiring outside firms that specialize in creating a
“union-free environment,” thereby further escalating conflict. Militant employers who suc-
ceed in eliminating unions increasingly find themselves in court defending against individ-
ual workers’ charges of unjust dismissal—the Lord’s revenge for their hostility to collective
bargaining. In racial, religious, and ethnic conflict where political parties, unions, and leg-
islatures lose their capacity to bring warring factions together, sectarian caucuses and splin-
ter groups abound; maximum, unnegotiable demands become the custom. In such cases,
confrontation is often followed by deadlock and a turn toward lawyers and courts. Thus,
the proliferation of lawsuits charging discrimination by race, gender, age, handicap, or sex-
ual orientation.

The judicialization of labor relations and minority relations has its counterpart in other
areas of intense combat, such as environmental regulation, occupational health and safety,
health care, and welfare; indeed, it is America’s approach to all of its social problems. In the
absence of strong mediating associations and political parties that can forge accommoda-
tion and cooperation, social problems are thrown into an often polarized legislature. There,
laws are frequently changed and then challenged when executive agencies attempt to im-
plement them with judicialized rules (see Shapiro, 1988, pp. 41 – 44, 73 – 75, 90 – 91).
Often, the legislators’ aim is to paper over conflicts with ambiguous language so they can
dump unresolved problems on an administrative agency. The agency does its best to cap-
ture the intent of the law, but, anticipating legal challenges, issues labyrinthine regulations
to cover all bases. Advocates opposed to the law, having lost in Congress, then launch con-
stitutional challenges, pushing for substantive changes. Others aim to delay implementation
by alleging that the agency is not obeying the law.

It does not help that 42% of the seats in the U.S. House of �epresentatives and 61% of
seats in the Senate are held by lawyers. Legislator-lawyers both reflect and foster the Amer-
ican mass sentiment, “There oughta be a law to stop that.” Their professional bias is to
solve problems by prohibiting behavior with punitive sanctions; the typical results are elab-
orate, complex laws and regulations enforced by lawsuits and courts. As the Executive
branch implements the laws every agency, every congressional committee, every interest
group becomes a wary watchdog challenging every other, questioning conformity to the
law. Thus, more than 50% of EPA’s “major” regulations have been challenged in federal
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court (Coglianese, 1994, pp. 65 – 67). The EPA must also report to a labyrinth of legisla-
tive committees: 11 House and 9 Senate committees and at least 50 subcommittees. “Dur-
ing several years of the 1980s, EPA officials were called to Capitol Hill to testify more than
100 times—about every other working day” (Kagan, 1991a, p. 396). It is a wide-open sys-
tem dominated by mutual veto groups equipped with a bevy of lawyers.

In short, although the availability of lawyers does not create the original demand for
their services, once vacuums of power emerge, lawyers and judges along with single-issue
groups and the media will fill them, reinforcing already well-developed adversarial, con-
frontational tendencies.Vacuums of power create the demand for lawyers; when lawyers ap-
pear, they create a demand for one another, exacerbating adversarial legalism and increas-
ing the cost of doing business.

Obviously, the consensus-making machines I have labeled democratic corporatism—
these negotiated economies—need and have fewer lawyers. And they need and have less
civil litigation.25 Consequently, they have an edge in the people, time, and the money de-
voted to productive activity. Hence the syndrome of decentralized, disorganized political
economies, abundant lawyers, high strike rates, and lagging economic performance.26

In explaining the recent association of lawyers and poor economic performance, I have
emphasized the diversion of talent, energy, and time from routine productive activity, the
escalation of adversarial legalism, rather than the tort liability explosion in the United States
because the facts about litigation trends and costs are in dispute.

�egarding trends, even before the recent expansion of lawyers and tort liability cases, the
United States had long been a litigious nation, which did not prevent it from becoming
the richest country in the world. In his sensitive portrait of American Democracy in the
1830s, Tocqueville observed that

Scarcely any political question arises in the United States that is not resolved sooner
or later into a judicial question . . . the spirit of the law, which is produced in the
schools and courts of justice, gradually penetrates beyond their walls into the bosom
of society where it descends to the lowest classes, so that at last the whole people
contract the habits and tastes of the judicial magistrate. (1963,Vol. I, p. 280)

In fact, some scholars have suggested that the present level of civil litigation in either fed-
eral or district courts, while higher than in the past, is not an extreme departure from pat-
terns of 100 to 150 years ago; the change is more incremental than explosive. Going fur-
ther back, we find that in some jurisdictions colonial America was more litigious than
contemporary America. In Accomack County,Virginia, 1639, the litigation rate of 240 per
year per thousand population was more than four times that in any contemporary Amer-
ican county (Curtis, 1977, pp. 280 – 287; cf. Konig, 1979, for a similar picture of litigious-
ness in Essex County, Mass., 1672 – 1686).27 The civil cases concern market transactions—
contracts, property, and debt collection.

What is true about trends in the United States in the past 50 to 100 years is that doc-
trines of liability have changed, tort liability filings (like family-law cases) have soared, and
the spirit of adversarial legalism has spread to new areas of American life. Since World 
War II, our period for the economic-performance analysis, doctrines of liability have be-
come more hospitable to lawsuits: courts have removed the need to prove pain and suffer-
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ing, introduced absolute liability rather than negligence as a criterion, expanded damages
to encompass intangible damages, and abandoned the “no privity” doctrine so that anyone
participating in the production or distribution of a product can be sued by an aggrieved
purchaser. As Friedman (1985) suggests, these doctrines reflect a spreading demand for
“total justice.” Citizens, political activists, lawyers, and legislators alike generate this demand.
There is also general agreement that whatever the long-term trend, litigation accelerated
in the mid-1960s and exploded in the 1980s and 1990s, driven especially by business liti-
gation (intellectual property, contracts, antitrust), as well as corporate mergers and takeovers.

Like the rate of litigation, the direct costs of litigation have accelerated in recent decades,
although not as dramatically as some researchers (e.g., Sander and Williams, 1989,
pp. 434 – 435) have claimed. Long-term shifts are difficult to assess because of changes in
the definition of the “legal services” component of the GNP (1960 is not quite compara-
ble to 1987). However, if we concentrate on a shorter period and confine ourselves to all
private expenditures on lawyers (leaving out lawyers on payrolls of government bureau-
cracies and corporate legal departments), a good trend estimate can be made: in constant
1982 dollars, the total direct cost increased by almost 50% from $27 billion in 1977 to about
$40 billion in 1988. As a percentage of GNP, however, the increase appears less explosive.
In 1977, legal services were 0.9% of the GNP; by 1988, it rose to 1.0%—a jump of only
about 11% (De Leeuw, Mohr, and Parker, 1991, pp. 34 – 35). If we include house counsel
for government and business, the increase might be much higher. And we can only guess
at the indirect costs (which is how tort-reform advocate Peter Huber, 1988, p. 4, arrived at
the $300 billion figure Vice President Quayle used).

�egarding current costs of the overload of litigation, horror stories abound. My favorite
is about the Chicago men, who, upon hearing a crash, poured out of a bar, climbed up to
the elevated track, sprawled on the floor of the derailed train, and started to groan about
their injured backs. But whether the Bush-Quayle assertion of $300 billion a year is about
right or is wildly inflated, as the ABA and trial lawyers claim, the cost of litigation remains
an open question. A more detached study of product liability by the Conference Board
(Weber, 1987) suggests caution; except for a small number of specialized firms, the costs
may be modest and the benefits, substantial. The Board polled 232 major U.S. corporations
(annual sales of at least $100 million); manufacturing firms reported on product liability
costs, service corporations on professional liability, utilities on general liability. What
emerges is that two-thirds of the firms surveyed faced lawsuits within the past five years,
most of them multiple lawsuits (14% were defendants in 101 to 500 suits per year). The
economic impact these risk managers and other executives reported, however, was minor:
two-thirds of the firms estimated that liability insurance accounted for less than 1% of the
final price of the product, 11% of the companies said 2% to 3% of the final price.

Of course, for some segments of industry and for some professionals, the cost of tort li-
ability and other litigation is much higher—ranging from the heavy awards and settlements
paid by the producers of football helmets to the astronomical liability insurance premiums
paid by obstetricians and other physicians who, in addition, practice defensive medicine—
unnecessary lab tests and hospitalizations to ward off possible malpractice suits. “Malprac-
tice insurance across Europe costs less than 10% of the $16,000 annual average in Amer-
ica (where some specialists . . . pay up to $250,000 a year in premiums)” (The Economist,
July 18, 1992, p. 11). An insurance-industry consultant calculates that the liability-loss pay-
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ment total in the United States in 1987 was $117 billion, about 2.5% of GNP, three times
the proportion in any other rich democracy. About half goes not to the injured, but to
lawyers’ fees. In Superfund pollution cases, lawyers take about 80% of the money; only 20%
goes to environmental cleanup (ibid., pp. 12 – 13). Beyond large corporations and physi-
cians, many other occupations and institutions are especially burdened by the prospects of
legal review or tort liability. They include teachers, truckers, nursing-home operators, en-
vironmental engineers, architects and builders who all spend hours preparing defensive 
paperwork (Bardach, 1982, pp. 316 – 325). Hardly any profession is immune from liability,
except judges and legislators. And finally, the Conference Board study excluded the small-
and medium-sized firms for whom tort liability suits can sometimes be fatal.

When the Conference Board researchers note that lawsuits are overwhelmingly settled
out of court, usually for very modest sums, they overlook the gobs of energy and time the
paperwork and the confrontations in and out of court can consume. Whatever these costs,
however, the Conference Board does point to some clear gains for both industry and so-
ciety: “Where product liability has had a notable impact—where it has most significantly
affected management decision-making—has been in the quality of the products themselves.
Managers say products have become safer, manufacturing procedures have been improved,
and labels and use instructions have become more explicit” (Weber, 1987, p. 2). And these
are industry witnesses speaking, not �alph Nader. Whether the cost is $117 billion or $300
billion—it is not all a loss to the economy.

What this discussion of the costs of the explosion of litigation in the United States sug-
gests is this: while a few other nations have a high density of lawyers, the United States
stands out in the proportion and power of lawyers; its adversary legalism is so widespread
and so highly developed that some aspects of it are unique. As many students of Ameri-
can law and society have observed (Kagan, 1991a; Friedman, 1985; Bok, 1983; Langbein,
1985), the United States, compared to all other rich democracies, now has far more com-
plex legal rules, more formal adversarial procedures for resolving political and scientific dis-
putes, more punitive sanctions, more costly litigation, and, as we have seen in chapters 1
and 2, more unpredictability and reversibility in legislative, administrative, and judicial de-
cisions alike. In frequency and strength of judicial review of its laws and intervention in
executive branch decisions, the United States is also a leader, although France and Germany
are close by (Shapiro and Stone, 1994).

The tort liability component of the lawyer drag on the economy, while it points to
“American exceptionalism” may be a minor part of the total cost of economic activity.
Without that cost—indeed if we simply eliminate the United States and Israel from the
analysis as extreme cases—the pattern remains: an abundance of lawyers is a reflection of
deeper problems of weak consensus among this largely Anglo-American group of democ-
racies; weak consensus is bad for your economic health.

Is Inequality Harmful to Economic Growth?

Because of difficult problems of measurement and comparability, the answers to this old
question seldom go beyond informed speculation.28 The best we can do with our data set
is to examine one cross-sectional moment. Using three measures of inequality for the year
1980 for 17 of our rich democracies and assuming that income distribution by quintiles
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did not change much in the short period 1974 – 84, we can relate inequality to our eco-
nomic performance measures for the few years before and after 1980. The correlations ap-
pear in appendix G. Inequality is measured by the share of gross household income going
to the richest fifth of households, the share going to the poorest fifth (a measure of rela-
tive poverty), and the ratio of the two (roughly, the distance between the well-off and the
poor). Details and country ranks are in table 14.4 and chapter 14 on mayhem. All three
measures of inequality are significantly related to the economic performance index and to
average real GDP growth per capita in 1974 – 79—the more inequality, the less growth—
but none of the correlations are significant for 1980 – 84 (see appendix table 12G.11). What
this pattern suggests is that equality is a consequence, not a cause of economic growth and
good general performance, at least for these two short post-oil-shock periods. A study using
different measures and longer time periods, however, comes to the opposite conclusion.
Persson and Tabellini (1991) use two samples: one of 9, the other of 67 countries. The first
contains historical evidence from nine of our currently rich democracies (Austria, Den-
mark, Finland, Germany, the Netherlands, Norway, Sweden, the UK, and the USA) for 20-
year periods from 1830 – 1970 and the 15-year period 1970 – 85. They regress average
growth rate of GDP per capita for each country and each 20-year episode on income in-
equality (the share in personal income before tax of the top 20% of the population), school-
ing (as an indicator of average skills), level of development (level of per capita income at
the start of the period), and political participation (extent of the franchise). In regression
analysis, they find that inequality at the beginning of each period slows down economic
growth; one standard deviation in the income share of the top 20% lowers the average an-
nual growth rate almost half a percentage point. Differences in income distribution alone
explain about a fifth of the variance in growth rates across countries and time (ibid.,
pp. 17, 18, and table 3.2).

Examining less comparable data from a larger sample of 67 countries (covering 1950 – 85
for half of them, 1960 – 85 for the rest), and using the ratio of pretax income of the top 20%
to that of the bottom 40%, Persson and Tabellini find a very similar negative effect of in-
equality on economic growth. When they analyze two types of regimes among their 67
separately for 1960 – 85—democratic and nondemocratic—and include controls for indus-
trialization and urbanization, the relationship becomes insignificant for nondemocratic sys-
tems but remains strong for democracies. In other words, under democratic regimes, rich
countries that achieve relative equality have a substantial edge in subsequent economic
growth over all others. Cases in point include Japan, Israel, and Austria, industrializing
democracies that strongly pursued income-equalizing and mass-education policies before
their growth take-off in the late 1950s and early 1960s. Several “soft” authoritarian regimes
among the NICs similarly initiated massive equalization before swift economic growth took
place—for example, South Korea and Taiwan. (Adelman 1978; Persson and Tabellini 1991,
p. 11.)29

A similar analysis by Alesina and �odrik (1992) yields almost identical results: Using the
average growth rate 1960 – 85 for 67 countries and controlling for school enrollment and
initial level of per capita income, they find that increases in the income shares of poorer
quintiles foster growth, while increases in the income shares of the richest quintile or the
top 5% foster decreases in growth. When they analyze types of polities separately, the re-
lationship for authoritarian regimes disappears but the positive effect of equality on growth
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for 24 democracies is very strong. Growth is particularly sensitive to the income share of
the most politically active middle class and that of the top quintile. Advocates of growth
should beware of too great a distance between the rich and the celebrated “middle class”—
a finding that complements my analysis of the revolt of the middle mass (chap. 10 and
Wilensky, 1975, pp. 116 – 118). More recent data for 1990 shows the same: inequality is bad
for economic growth.

An intensive study by Hibbs and Locking (2000) of the impact of wage equalization on
productivity in Sweden from 1956 to 1993 (an extreme case) suggests that the positive
effect we find for income equality holds as well for wage equalization across industries and
occupational groups (equal pay for equal work). In other words, the original policy of wage
solidarity of the LO, the powerful blue-collar labor federation, enhanced productivity in
Swedish private industry. Hibbs and Locking also find that if wage compression is too rad-
ical within plants and within industries, as it was during the 1970s up to 1983, it becomes
a drag on productivity. There is something of an inverted U-curve in the relation of wage
equality and efficiency: increase general equality, which handicaps the least productive firms,
and you produce substantial economic gains; go too far within plants, ignoring skill differ-
entials, and you lose the gains.30

The reverse causation inferred from my 17-country results for 1974 – 85 does not hold
up in any of these three careful studies. So we cannot rule out the idea that equality is a
source of economic growth, not the other way round. Although their models do not in-
clude the variables I have shown to be critical for good economic performance—types of
corporatism and related policies regarding taxes, spending, training, labor, industry, and
�&D—their findings are consistent with mine. Like most economists, Persson and Tabellini
accent “the accumulation of knowledge usable in production” combined with incentives
for individuals to acquire and use their skills (e.g., equality of opportunity in market-
oriented economies); they add political institutions that diffuse both knowledge and eco-
nomic incentives to masses of voters. In my version of the perverse effects of great eco-
nomic inequality there is a vicious circle: inequality blocks the diffusion of knowledge and
skills, intensifies industrial and political conflict, which further makes upper strata fight
harder against equalization. For instance, if unions must struggle for equality by strikes and
by driving up wages and hence inflation, if management provides little job security and op-
poses all taxes to pay for the welfare state or the “social wage,” then growth will suffer.

Whatever further research shows about the direction of causation, we can conclude that
there is a fairly strong interaction between economic growth and the reduction of the dis-
tance between rich and poor. Hence, the two-way arrow in my figure 12.1.

Summary

From the analysis thus far we can see that the most important sources of good economic
performance are corporatist bargaining arrangements (with or without the full integration
of labor) and related public policies, specifically policies that foster low strike rates (a clue
to effective industrial relations systems), high rates of capital investment, and worker par-
ticipation in the community and workplace. Democratic corporatism also fosters restraint
on nominal wages in the face of external inflationary shocks. In other words, a political
economy that fosters labor peace has an edge in flexible adaptation to severe pressures.
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Sheer level of taxes and social spending has no consistent effect, but the structure of taxes
and social spending is often important. The positive impact of high social spending as a
trade-off for labor peace and tax concessions to industry and thus enhanced growth and
inflation control fades after 1973 and is nonexistent after 1979. But in no period and for no
measure of performance is social-security spending a significant drag. Similarly, high total tax levels
have a positive effect on economic performance before 1974 because they permit generous
social spending and promote labor peace but have no effect thereafter. Thus the claim that
the burden of high taxes and lavish social spending is the prime cause of our economic
troubles misses the point. There are countries with low levels of taxing and spending that
do well ( Japan, Switzerland) and countries with high levels of taxing and spending that do
well (Germany, Austria, Norway). And the poor performers include countries with lean
taxes and spending and lavish taxes and spending. Insofar as taxes and spending shape the
economy, it is their structure that counts, not their levels.

Contributing to the corporatist edge in economic performance is a tax structure em-
phasizing least visible taxes. Consumption taxes, because they are negatively related to strikes
and positively related to capital formation, foster economic growth for almost all of the
postwar period. Social-security taxes restrain inflation in normal times (1965 – 74,
1985 – 89) but have no effect just after the oil shocks; only in 1980 – 84, the period of se-
vere multiple shocks, did these payroll taxes lower growth.

�egarding the structure of spending, the data generally show that an emphasis on means-
tested, stigmatized benefits drains off investment, increases unemployment, and in 1980 – 84
was a drag on growth. The better-performing corporatist democracies, in contrast, em-
phasize universal categorical benefits and family policies.

Less complete data or data for fewer countries show that spending on civilian research
and development and on education and training (with the accent on instructional services
and high universally applied national standards) fosters good long-run economic perfor-
mance. Avoiding high levels of military spending and bureaucratic bloat also helps. Avoid-
ing lawyers and adversary legalism, which contribute to bureaucratic bloat, is also a good
idea. But a surfeit of lawyers reflects the absence of strong institutions for conflict resolu-
tion (political parties, strong central governments, collective bargaining, inclusive unions,
and other broad-based mediating groups); lawyers are more a symptom than a cause of po-
larized politics subversive of the economy. Finally, the less intrusive regulatory regimes of
corporatist democracies are not only more effective than the confrontational styles of less
consensual democracies but are also a factor in their long-term competitive edge, at least
from 1950 to 1992.

Limited data suggest that income equalization, the reduction of great disparities between
rich and poor, may enhance economic growth but it is also possible that prosperity is a
source of equality. In any case, in the long run more successful economies are also more
egalitarian societies.

It is a minor puzzle that corporatism-without-labor has an economic edge over corpo-
ratist political economies that include labor in high policy. Three explanations are consis-
tent with my findings. First, Japan, Switzerland, and France, while they exclude labor fed-
erations from continuous sharing in national industrial and economic policies, do provide
channels for local union participation; by law and collective bargaining they give close at-
tention to job security, training, and employee motivation. All three join Germany and
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Sweden as leaders in an active labor-market policy (see Wilensky, 1992a, and Schmid, �eis-
sert, and Bruche, 1992, tables 18 and 20). Except for France, with its unruly and ideologi-
cal labor movement and its poor economic performance in the 1980s, they have contained
industrial conflict. Second, each in its own way achieves bureaucratic efficiency. In all three,
labor pressures for a public-sector expansion are limited, so they score medium ( Japan) or
low (Switzerland and France) in bureaucratic bloat (see chap. 9). In France and Japan the
key ministries recruit the very best university graduates who combine competence with es-
prit de corps (Ehrmann, 1976, p. 173; Suleiman, 1974, p. 247, 1984, p. 115; Johnson, 1982;
�idley and Blondel, 1969, pp. 36 – 41; Heady, 1979, p. 174; Fukai and Fukai, 1992, p. 31;
Kim, 1988, p. 32; Pempel, 1992). In France, Switzerland and, to a lesser extent, in Japan,
the careers of civil servants embrace both government and industry (�idley and Blondel,
1969, pp. 42 – 43; Hughes, 1962, p. 34; and Smith, 1984, pp. 13 – 14); in Japan, this is ac-
complished by very early retirement with a move to politics and/or industry (Pempel,
1992). Third, because of their relatively comfortable interaction between government, com-
merce, and industry—and despite the limited inclusion of labor—these countries also avoid
lawyers and adversarial legalism; they achieve economically useful consensus by other
means. As I have suggested in chapter 2, however, the internal strains of this system—the
tendency to ignore policy areas beyond the economic—make them unstable. They will ei-
ther move toward fuller inclusion of labor, or experience increased industrial and social
conflict. Japan especially has in recent years shown signs of greater labor integration. Both
France and Japan seem to have undergone political realignments in the 1990s. And macro-
economic policy mistakes combined with lax regulation of banks stalled the Japanese econ-
omy for several years.

There remain two forces that I have not discussed in reporting the results of regression
analysis. The first, external shocks, are often alleged to be increasingly important in a global
economy, but, as we shall see, they are virtually irrelevant. The second, property taxes, are
strongly associated with poor economic performance, but the meaning of that unantici-
pated correlation requires further discussion.

External Shocks Count Only at Extremes

As we earlier saw in tables 12.3 and 12.4, corporatist democracies, considering their greater
vulnerability to energy price explosions and unfavorable shifts in their terms of trade, did
quite well after 1973 compared to decentralized and fragmented political economies, espe-
cially in controlling inflation and holding down unemployment. At the extreme, energy
shocks and trade vulnerability help to explain the lesser performance of the three excep-
tions, Denmark, Italy, and Israel. Each of these also had special internal weaknesses: Den-
mark an unusually sloppy welfare state and a marginal score on corporatism, Israel a
uniquely heavy defense burden, Italy the worst strike record and budget deficits of our 19
countries.

Country ranks and scores for each component of energy dependence are in appendix
table 12G.13; correlations with economic performance are in appendix table 12G.14. The
multiple regression analysis plays each of our measures of external shocks—liquid fuels as
a fraction of energy consumption, energy production as a fraction of energy consumption,
and changes in terms of trade—against six basic sources of economic performance. The re-
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sults (table 12.12) confirm my earlier country-by-country analysis: if energy dependence
and the deterioration in the terms of trade have any effect—and it is very little—it is the
reverse of what one would expect. There are only two marginally significant results: coun-
tries with poor terms of trade 1973 – 74 had lower inflation 1974 – 79, and countries with
high energy dependence in 1978 had higher economic growth in 1980 – 84. Again, there
are no significant effects on the performance index.

�egressing the components of the index on the three shock measures, we uncover only
one statistically significant effect: deterioration of the terms of trade 1978 – 79 is linked to
higher inflation in 1980 – 84 in equations that explain very little variance and do not in-
clude the robust causes, strike rates, and capital investment. (�egressions not reported here.)
When these strong sources of economic performance are included, external shocks have
no independent effect whatever (see table 12.12, which presents typical findings). If shocks
have no direct effects on economic performance, perhaps they could have indirect effects
on important sources of economic performance. When we use external shocks to explain
strikes and capital formation, however, shocks again have no influence.

We can conclude that external shocks have little if any impact on economic performance;
what counts are domestic policies that flow from political and economic institutions.

Postscript: Are Property Taxes a Drag?

An unexpected finding is that high property taxes may create unemployment and retard
economic growth. Appendix table 12G.12 shows quite strong negative correlations be-
tween property taxes and the economic performance index ranging from �.87 (1950 – 74)
to �.46 (1985 – 89). Statistically speaking, property taxes are a drag on a major cause of
good economic performance, capital investment (r for 1965 – 72, �.68; r for 1973 – 77,
�.45; r for 1972 – 82, �.40; r for 1983 – 87, �.38) while such taxes are positively related
to all the other sources of trouble: strikes (.79, .56, .40, .38), military spending/GNP (.39,
.44, .48, .58), a large proportion of very young people (.48, .48, .27, .24), and most strongly,
public assistance either as a percentage of GNP (.61, .68, .80, .79) or per capita (.61, .53,
.70, .68), and lawyers as a percentage of the labor force (.63, .63, .57, .57). Multiple re-
gression analysis suggests that the correlation of property taxes with everything else may
not be entirely spurious. For instance, when strikes and capital investment—our two most
powerful variables—are held constant, property taxes remain an independent dampener of
economic performance until 1974 when the effect fades. �egressions for five periods are
in table 12.13.

If property taxes are, indeed, a drag on economic performance, what is the explanation?
First is the possible effect on housing costs. If, as in California in the mid-1970s, the aver-
age effective rate of property tax was about 2.5%, we can infer that the present value of the
stream of tax payments and hence the cost of housing was at least 25% higher than it would
be in the absence of property taxes—a nontrivial difference. That might be a major factor
in a slowdown in construction and hence higher unemployment and slower economic
growth. Another possible economic effect might be locational: with high property taxes, a
nation’s corporate offices and plants might be exported abroad or to an area or region
where property taxes are lower. In a study of such location effects in the United States,
Dick Netzer (1966, pp. 113 – 114) reports that even though property taxes are small frac-
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tions of total business costs, they often reinforce other cost differentials such as those for
labor, transportation, and corporate income taxes, especially in capital-intensive industries
and in commercial real estate. For instance, he shows that in large American cities, effec-
tive property tax rates are much higher on large apartment buildings than on single-
family dwellings (ibid., p. 78; cf. O’Sullivan, Sexton, and Sheffrin, 1993, p. 54) and tend to
be higher in central cities than in suburbs (Netzer, 1966, pp. 74 – 79, 83 – 85). He argues
that heavy taxes on real property is a deterrent to rebuilding the big cities (p. 166). George
Peterson shows that stiff property taxes are not only a deterrent to rebuilding but, more
important, they fall most heavily on low-income urban neighborhoods, whose landlords re-
spond by cutting repairs and maintenance costs while potential new buyers who might im-
prove such properties withdraw (1973, pp. 110 – 124). The resulting deterioration of Amer-
ica’s central cities has doubtless hastened the exodus of both population and industry already
well under way from other causes. That reduces the urban tax base and, in the absence of
any national urban policy, accelerates decay. Thus, despite economists’ predisposition to the
belief that property taxes are either neutral or trivial in their economic effects, we must at
least entertain the notion that they make a difference for economic behavior independent
of other sources of performance.

 . Typical regressions of economic performance on external shock measures, strikes,
and capital investmenta

aDetails on measures of external shocks and their meaning are in the text and appendix G.
bIsrael is missing on capital formation in all equations; Italy is excluded from regressions of inflation

1974 – 79 as an extreme case.
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The correlations of property taxes with so many other sources of economic perfor-
mance, however, may obscure the root cause: the interaction of types of political economy
and party power, for which a case-by-case analysis is more appropriate. If we examine the
countries with high property taxes over the four periods for which data are available (table
12.14), we see a striking pattern: all but one of the countries with a strong penchant for
property taxes are least-corporatist countries whose economic performance for almost all
of post–World War II has been mediocre to poor—United Kingdom, Ireland, United
States, Canada, Australia, and New Zealand. In property taxes as a percentage of GDP, the
median for all periods is above 2.4% (the UK reached 3.9% by the 1980s); the median for
corporatist democracies is below 0.27%. Table 12.14 shows that corporatism-without-labor
yields the lowest reliance on property taxes; the combination of leftism and corporatism
yields the next lowest reliance on property taxes, the interplay of Catholic party power and
corporatism yields only slightly more. The big contrast is between corporatist democracies
and the fragmented and decentralized democracies. Denmark, the one exception, is a mod-
erately corporatist country that ranks sixth or seventh in property taxes in every period
(about 1.5% of GDP); it is also below average in economic performance and, like the UK
and the USA, experienced one of the three strongest tax revolts in postwar history.

In short, while property taxes are clearly a source of political trouble (chap. 10), their
economic impact remains ambiguous. There may be an interaction of a dozen variables
disruptive to good steady economic growth and low unemployment of which property
taxes are only one part: fragmented and decentralized democracies with high rates of mo-
bility, strong minority-group cleavages, and many young people have high strike rates, spend
a lot on the military and on means-tested public assistance, evidence bureaucratic bloat and
intrusive styles of regulation, rely on visible taxes, including property taxes, have low capi-
tal investment, are overloaded with lawyers (lack other means of conflict resolution), and
are vulnerable to tax-welfare backlash movements.

The whole syndrome of unfavorable structures, demographic forces, taxing and spend-
ing policies, and political responses makes it difficult to manage a modern economy. Coun-
tries that come close to fitting this description include the United States, the UK, Canada,
New Zealand, Australia, and Ireland—least-corporatist countries with high property taxes.

 . �egressions testing economic effects of property taxes vs. strikes
and capital investment†

†Standardized regression coefficients (betas). • � p � .10, * = p � .05, ** � p � .01.

Wilensky_CH12  3/14/02  1:56 PM  Page 487



 . Property taxes† as a percentage of GDP, 1965 – 72, 1973–77, 1978–82, and
1983–87, by party power 1919–76 and types of political economy

†OECD Code 4100, �ecurrent Taxes on Immovable Property, including both business and 
domestic property.
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Notes

This chapter is a revision, elaboration, and update of themes and data summarized in a paper pre-
sented at the American Sociological Association meeting, San Francisco, September 8, 1982, and in
Wilensky 1981a and 1983. I am grateful to William T. Dickens, Bent Hansen, and Jack Latiche for
comments and advice.

1. A section below discusses the 1990s.
2. �egarding the myth that wealth was widely diffused in the U.S. in the 1990s: By 1997 the net

worth of the top 1% of households was about $10 million, up 11.3% from 1989. Over the same pe-
riod the net worth of the middle fifth of the wealth distribution fell by 2.9% and the percentage of
households with net worth of $10,000 or less remained at about 32%. (Mishel, Bernstein, and
Schmitt, 1999, tables 5.3 and 5.6 and figure 5c.) What about the stock market? In 1995 the bottom
90% of households, by wealth class, held only 11.6% of stocks and mutual funds (ibid., table 5.4). In
1998 over half of all households owned no stock whatsoever, directly or indirectly (e.g., via pension
funds); only 36% of households had more than $5,000 worth of stock (Wolff, forthcoming). Consid-
ering total compensation of executives over a longer period, in 1965 American CEOs made 20 times
more than a typical worker; by 1997 that ratio reached 116 (Mishel et al., 1999, pp. 120, 212). Cross-
nationally, “while U.S. workers earn less than workers in other advanced industrialized countries, U.S.
CEOs make twice as much as their counterparts abroad” (p. 120). Of 12 rich democracies studied,
the CEO/worker ratio in 1997 was largest in the U.S., Australia, and the UK; it was least (most egal-
itarian) in Japan, Switzerland, and Germany (p. 213, table 3.52).

3. “Actual” public spending because for this entire period, the government’s frequent announce-
ments of anticyclical spending goals, designed to restore consumer and business confidence, were
nearly empty promises. The actual public spending in the 1990s ranged from zero to 56% of the an-
nounced figures. The only spending stimulus that exceeded half of its official annual level was the
one that worked, September 1995. Among the devices to disguise the reality were front-loading of
previously committed public works, land and other asset purchases, and direct funding of the finan-
cial system that ended with no net gain. In addition, local governments running deficits spent on av-
erage two-thirds of central government allocations—sometimes on wasteful projects (e.g., bridges
with no traffic). (Ibid., pp. 41 – 46.) The disjunction between pronouncements and reality likely ac-
celerated the decline in confidence and a rise in precautionary savings.

4. Japan’s bank supervisory staff for the entire country is under 300 total (Posen, 1998, p. 130).
5. Western and Beckett (1999) show that America’s high incarceration rate combined with a high

recidivism rate lowers the conventional unemployment rate by hiding joblessness. Using their mea-
sures for 1995 for 14 of our rich democracies, U.S. unemployment would increase by 1.9% while Eu-
ropean unemployment would rise only infinitesimally. They argue that long prison terms, escalating
violence, and overcrowdedness reduce the long-term employability of inmates. Thus the U.S. will
have to continue to advance its incarceration rate if it is to sustain its 2% advantage (economic pol-
icies equal)—a bizarre road to good labor-market performance.

6. Taxes on capital gains of individuals may have little economic effect but OECD includes them
under taxes on personal income, so we cannot test the effect.

7. The average lag between tax changes and investment in equipment is about two years for man-
ufacturing and about 1.3 years for nonmanufacturing. The average lag for structures is longer. The
peak impact is the year after the changes go into effect, but effects do not fully fade for many years.
(Hall and Jorgenson, 1967, p. 401.)

8. There is some confusion in the label “consumption tax” for the VAT. The most common type
of VAT falls on the difference between the value of output and the cost of goods and services pur-
chased from other companies. In effect, it taxes the sum of labor income and all income earned by
owners of capital of the taxed firm (Aaron, 1988). Thus it can be seen as a tax on income. There is
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no doubt, however, that in both theory and practice the VAT reduces current consumption and in-
creases savings. Therefore I follow convention and label the VAT a “consumption” tax.

9. Correlations among corporatist bargaining outcomes, taxing and spending policies, age struc-
ture, and economic performance by time period are in appendix G, tables 12G.1 through 12G.14.

10. For discussion of why I score Australia low to medium in stigma despite wide use of income
testing, see chapter 8 on the welfare mess and appendix F on public assistance. This decision goes
against my hypothesis.

11. Even after the recent wave of corporate tax reform this older pattern remains: corporatist
democracies still go light on business; paradoxically, leftist regimes are most friendly to business. Thus,
in 1989, of the top 7 in profits taxes as a percentage of total taxes, 5 are least corporatist ( Japan and
Italy are exceptions); of the bottom 11, all but Ireland are corporatist with or without labor (Ger-
many, marginally corporatist, is near the median). Again this is a product of trade-offs discussed above,
especially in left-corporatist regimes with a history of strong left power; among these 18 countries,
Austria, Sweden, Denmark, Finland, and Norway have the least reliance on corporate taxes. Israel is
excluded from this analysis. Source: Nørregaard, John and Jeffrey Owens, “Taxing Profits in a Global
Economy,” The OECD Observer 175 (April/May 1992): 35 – 38. The United States also fits this pat-
tern: it was above average in its reliance on corporate taxes until 1983 – 87, when it dropped to 13th.
Corporatist democracies in Europe go even lighter on such taxes than these data show, because un-
like the United States they have moved toward integration of individual and corporate taxes by low-
ering taxes on income from dividends and capital gains of individuals. Thus, the total burden on Eu-
ropean corporations is less than it appears while the burden on U.S. corporations is more than
appears.

12. These findings are consistent with those of Cameron (1982) regarding inflation control and
those of Flanagan, Soskice, and Ulman (1983), Garrett and Lange (1986), Bruno and Sachs (1985),
and Crouch (1985) regarding nominal wage restraint. Using different measures and methods, these
authors come to very similar conclusions. My finding that in the postshock periods corporatism re-
strains wages, hence inflation, but does not have much effect on unemployment and growth is con-
sistent with Kenworthy (1990, pp. 118ff.), an analysis of 16 of our countries 1960 – 89; it concludes
that strong centralized labor federations chose wage moderation whether the government policy was
monetarist (e.g., Germany and the Netherlands in the 1980s) or Keynesian (Austria, Sweden, Nor-
way). That successful implementation of an incomes policy over the long term requires simultane-
ous or prior development of generous social and/or active labor-market policies is shown in a com-
parison of policy linkages in eight countries (Wilensky and Turner, 1987) and chapter 2 above. In
explaining wage restraint, the above authors variously emphasize left power, union density and/or
centralization, and corporatism; they all leave out the role of Catholic party power as an alternative
road to corporatism and wage moderation.

13. Economists studying the American slowdown in productivity experienced after 1973 attri-
bute at least a fourth and as much as half of the slowdown to the lack of business investment (Fried-
man, 1989, pp. 196 and citations p. 310, fn. 11). However, they seldom consider industrial relations
systems in a comparative context.

14. My finding that consumption taxes do not set off a wage-price spiral is supported by other
studies showing that in 11 of 13 OECD countries surveyed, the introduction of the VAT “either had
little effect on retail prices or simply resulted in a shift of the CPI trend line (one-time effect)”
(Cnossen, 1991, pp. 634, 643). Cnossen also concludes that a VAT is superior to an income tax in
promoting capital formation and economic growth, consistent with my findings. (Ibid., pp. 633 – 634,
643 – 644.) See the similar finding for the United States 1955 – 80 in Jorgenson and Yun (1986),
whose models show dramatic gains in potential economic welfare with a shift from direct taxation
of income from capital to indirect taxation through a consumption-based tax.

Wilensky_CH12  3/14/02  1:56 PM  Page 490



Economic Performance

491

15. Central bank autonomy (CBA) as a possible determinant of economic performance is not
considered here because the measures of autonomy developed for 18 of our rich democracies are un-
related to the economic performance index. While CBA has a modest effect in constraining infla-
tion (less than one would expect from the bankers’ anti-inflation obsession), it has no effect or a neg-
ative effect on real GDP growth per capita and unemployment, depending on the period. Detailed
discussion is in chapter 17 (globalization of finance section).

16. That the payoff in civilian �&D is much greater than the payoff in military �&D is con-
firmed by studies comparing the two by industry groups in the United States. Estimated rates of re-
turn or of productivity growth show huge differences in favor of civilian �&D. (Lichtenberg, 1988,
pp. 13 – 14.)

17. Sheer numbers of engineers is not the issue. In fact, the claim that Japan, in sharp contrast
to the U.S., is loaded with engineers is a myth—a statistical illusion based on different definitions of
“engineer” (Kinmonth, 1991). The real differences are in the deployment, careers, and behavior of
engineers. The U.S. has diverted far more of its engineers, especially in aerospace and electronics, to
defense industries and the military; in Japan they are concentrated on civilian products. Further, U.S.
engineers have a fast track to management; their interaction with workers and even technicians is
minimal. Japanese engineers, in contrast, spend much time on the shop floor and belong to the same
union as the operatives; in factories they have desks next to the foreman, not in a separate office build-
ing (ibid., pp. 345 – 346)—a pattern conducive to steady, practical improvement of process and prod-
uct. A final advantage: Like engineers, Japanese �&D is also distributed relatively evenly across all
industry groups (Dobbeck and Woods, 1994).

18. The range of expenditures for primary and secondary schools—the ratio of the average ex-
penditure of the top three to the average of the bottom three—was 2.2 in 1965 – 71 and only 1.7 in
1980. The same procedure yields a ratio of 4.5 for higher education expenditure in 1965 – 71, 3.6 for
1980. Enrollments are also more uniform for compulsory lower grades than for postsecondary educa-
tion. Nevertheless, the pattern of correlations with economic performance is similar for both levels.

19. Specifically, Japan is an extreme case of growth before 1974; Israel had huge inflation before
1979 and unusual unemployment 1950 – 74. For 1980 – 84, Netherlands joins the USA and Canada
in combining big education expenditures and poor growth for reasons, as we will see, having noth-
ing to do with education. Ireland is a final deviant case: in 1985 – 89, it had very high unemploy-
ment and low education spending.

20. �epetition of the neoconservative mantra “money doesn’t matter” obscures all these trends
in the internal allocation of resources when money, rarely, is thrown at the problem. Does the money
go to instructional purposes and teachers, or to bureaucratic bloat, busing, athletics, defensive record
keeping, traffic monitors, school guards, and other noninstructional costs? That upper-middle-class
schools continue to perform at a high and internationally competitive level reflects their greater ca-
pacity to pay and recruit good teachers, give them more professional autonomy (and safety) on the
job, and provide instructional materials and parental support. It is the rest of the (non) system that
stagnates or deteriorates. In a careful multiple regression analysis of 900 school districts in Texas, Fer-
guson (1991) shows that money matters: most of the effect of schooling on performance (measured
by student scores in standardized reading exams over time) is due to teacher quality (measured by
teacher performance on statewide recertification exams, experience, and the percentage of master’s
degrees) and good teachers are attracted to and stay in districts paying relatively high salaries. Money
spent for instructional services and reducing class size to 18 also improves student test scores. All this
is distinguishable from the direct effects of the social background and education of parents empha-
sized in the early studies (e.g., the famous Coleman �eport); this parental determinant of student per-
formance is no more important than teacher quality. The earlier studies, however, had no good mea-
sures of teacher quality (especially literacy); the Ferguson study corrects this data deficiency. Perhaps
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you prefer purely economic criteria rather than academic performance in gauging the impact of
spending. A study by Card and Kreuger (1992) shows that teacher salaries, class size, and length of
school year significantly predict male earnings. Those U.S. states that had spent the most on their
schools in the first half of the century had produced citizens with the highest incomes. Finally, a thor-
ough review of evidence from 1990s British research on the determinants of educational attainment
and subsequent achievement (Sparkes, 1999) concludes that independent of pupil intake characteris-
tics, higher per pupil expenditure, teacher quality, and smaller class sizes all make a substantial differ-
ence in student performance at age 16, especially among disadvantaged pupils, and that test scores are
strong predictors of adult outcomes.

21. In recent comparisons of achievement test scores of 14-year-olds in 32 countries in 1991 for
reading and math, among countries with strong social cleavages, Switzerland scores about the same
as the United States in reading (well below Finland, France, Sweden, New Zealand) but ranks near
the top (after Korea and Taiwan) in math, while the United States ranked near the bottom (tied with
Spain); also the Swiss low scorers were closer to the average than their American counterparts. (Elley,
1992, p. 24 on reading; data on math supplied by Arnold Heidenheimer, personal communication,
August 20, 1993.) Israel is another heterogeneous country with high educational standards.

22. High standards for K– 12 not only reduces the educational gap, it also reduces the earnings
gap between experienced and inexperienced and between the college educated and high-school ed-
ucated. A comparison of wage structures in Japan and the United States shows that these earnings
differentials expanded dramatically from 1979 to 1987 in the United States while the college wage
premium increased only slightly in Japan (Katz and �evenga, 1989); the distance between skilled and
less skilled remains modest in Japan, huge in the United States.

23. I am grateful to Jesse C. Choper for stimulating conversations about this section.
24. The 1970s boom in U.S. production of lawyers was concentrated in the period 1970 – 77.

Thereafter, production remained high. From 1970 to 1974, the number of law degrees conferred
yearly almost doubles, from about 15,000 to about 29,000. From 1979 until 1990, the number hov-
ered between 35,000 and 38,000 a year (U.S. Department of Education, 1992, table 244). Law school
graduates reached a peak of 40,171 in June 1994, dropping slightly in 1995 and 1996 (Wall Street
Journal, November 29, 1996). From 1960 to 1991, the number of lawyers in the United States nearly
tripled, to 772,000 (The 1961 Lawyer Statistical �eport, Statistical Abstract of the U.S. 1963, table
213, p. 162; and U.S. Department of Labor, 1992, pp. 185 – 186).

25. Of the 14 of our rich democracies for which Galanter (1983, pp. 52 – 54) estimated civil cases
per 1,000 population in the period 1969 – 81, the least litigious were Netherlands, Italy, Japan, Nor-
way, and West Germany (8.3 to 23.4)—all corporatist. The top four litigators were Australia (West-
ern only), New Zealand, Canada, and the United States (62.1 to 44)—all noncorporatist. In the mid-
dle were England/Wales and Denmark (ranking 5th and 6th) and then Sweden, France, and Belgium
(medium litigators scoring 41.1 to 28.2). Although Galanter warns that he has not solved all prob-
lems of comparability, the rough ranking of high, medium, and low probably captures reality; it is
quite consistent with our data on lawyer density (table 12.11). The more lawyers, the more litiga-
tion; the more surgeons, the more surgery.

26. An overview of recent trends in lawyering around the world argues that the civil law systems
of continental Europe (where judges rely on detailed codes, not judge-made laws, where judges, not
lawyers, dominate the gathering and assessment of evidence, and where most disputes are negotiated
without adversarial spirit and without lawyers) are becoming more like common-law systems
(the costly adversary legalism of America and Britain), partly the result of the export of Anglo-
American legal services to Brussels and to the former Eastern bloc countries (“ . . . thick with yup-
pie lawyers as it once was with secret police”). (“The Legal Profession: The �ule of Lawyers,” The
Economist, July 18, 1992, especially pp. 6 – 8.) But the national institutions that sustain consensual bar-
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gaining on the continent and in Japan will not fade away so readily. For a detailed account of the
striking contrast between Anglo-American and continental civil procedure, see Langbein (1985).

27. Lawrence Friedman (1985, p. 36) warns that these figures are not strictly comparable because
colonial courts did much work that now is done by local zoning, taxing, or probate authorities and
notaries public and registrars. But he concedes that with comparable data “probably the seventeenth
and eighteenth centuries still win, but by a reduced margin.”

28. For some of the best general treatments of alleged conflicts between equality in its numerous
meanings and efficiency, see Okun (1975), �ae (1981), Baumol (1986), and Schmid (1992).

29. Persson and Tabellini classify both South Korea and Taiwan as democracies but their results
hold up with more stringent definitions of democracy (personal communication, July 17, 1993). The
late 1930s and World War II saw substantial income equalization in Japan and Austria; postwar land
reform accelerated this trend in Japan. Israel started out with an egalitarian land distribution, and
both Israel and Japan put heavy accent on education. In further analysis, Persson and Tabellini (1992)
show that concentration of land ownership is bad for economic growth in both democratic and non-
democratic societies but an inegalitarian pretax income distribution of households is a drag only in
democratic societies.

30. After 1983 the positive productivity effects of the restoration of reasonable wage differentials
within Swedish plants were offset by the negative effects of increased interindustry wage differentials
caused by the breakdown of centralized bargaining (see chap. 2).
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THE GREAT AMERICAN 
JOB CREATION MACHINE 

IN COMPARATIVE PERSPECTIVE 

In the ideological confrontation of the late 1970s and 1980s, “neoconservatives” and many
mainstream economists asserted that the United States, despite its high rates of unemploy-
ment, had performed much better than the measures of unemployment, growth, and in-
flation used in chapter 12 suggested because it had created jobs at a faster rate. They said
that America’s job creation record should be at the center of our attention as we evaluate
its economic performance. Certainly, American presidents have repeatedly boasted about
employment gains—especially �onald �eagan 1980 – 88 and Bill Clinton 1992 – 2000
(President Bush could not crow about it because few jobs were created during his tenure).

The two basic arguments of those who celebrate job creation are focused on labor force
pressure and total job opportunity. Whatever the causes, they asserted, countries like the United
States, which presumably have the fastest-growing labor-force participation rates, are under
greater pressure to create jobs. If, like the United States, they have run 5 – 10% unemploy-
ment rates from the early 1970s to 1996 but created jobs fast for new entrants (illegal and
legal immigrants, women, and a large, maturing baby-boom cohort), they should be rated
high or medium on labor-market performance, not low. �egarding total job opportunity, the
neoconservatives argued, even if most of the jobs created in the United States are low-paid
service jobs, even if they are created as a product of weaker unions and lower real wages,
they are real opportunities for those who take them—young people, minorities, women, im-
migrants. They make otherwise unmanageable social problems manageable; for example, it
is better to keep teenagers working at McDonald’s than pushing dope on the street.

Laissez-faire “job creationists” seldom confront the issues posed by close students of
labor markets. The counterargument boils down to a judgment of: (1) what kind of com-
parisons are appropriate, and (2) what kind of a political economy is desirable.

Comparing the job creation record of 18 rich democratic countries1 since 1968, this
chapter elaborates these counterarguments and shows why some countries, including the
United States, have created more jobs than other countries. My thesis is that current dis-
cussion of job creation in the United States versus Europe overemphasizes demand policies
and (presumably European) barriers to labor mobility. There are more important reasons
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that explain national differences in employment gains. If job creation is a product of demand
policies and is an end in itself, policy analysts should be concentrating their attention on an
appropriate mix of fiscal and monetary policies. But if job creation is little affected by eco-
nomic policy and comes at too high a cost (earnings deterioration, low investment in train-
ing, low-quality products and services, declines in union voice and worker participation, ane-
mic long-term productivity gains and a concomitant stagnation in national standards of
living), then a very different strategy for reshaping the supply and quality of labor is appro-
priate—an active labor-market policy (see figure 2.2), an education policy (chap. 12), a fam-
ily policy (chap. 7), and labor-law reform (chap. 18). Of course it is likely that both eco-
nomic and labor-market policies contribute to job creation; it is a matter of emphasis.

An initial caution about the database and an assumption underlying this argument: In
every country where there is an expanding labor supply, it is possible that countercyclical
demand policies help to turn the supply into jobs. Data on precise policy mixes for the 18
rich democracies over time are, however, skimpy.Yet it is very likely that when they are
compared, their fiscal and monetary policies will not vary nearly as much as their employ-
ment growth rates. Similar economic policies cannot explain large differences in job crea-
tion.2 In fact, it is variation in the growth and social composition of the labor supply that
accounts for recent national differences in job creation.

Rapid Job Creators versus Slow Job Creators

Which countries are big job creators and which are not? And when did they create these new
jobs? Here, I divide the years 1968 – 87 into four economically relevant job creation periods:
first, 1968 – 74, before the first oil shock; 1975 – 79, the five years after the shock; 1980 – 84,
the years after the second and most severe shock, which covers a deep worldwide recession
and recovery; and 1985 – 87.3 These are the major findings for the 18 rich democracies.

1. The top job creators (among the top six for the entire period) are Canada, Australia, the
United States, and Norway. (New Zealand makes it to the top six from 1968 to 1979, but
not in the 1980s.)

2. Of the 18 countries, four are consistently below the median in job creation from 1968 to
1984: France, West Germany, Austria, and Great Britain. Belgium is similar: it ranks below the
median for all periods except 1968 – 74 when it was at the median. The Netherlands is
below the median until 1985 – 87 when it ranks 6th.

3. Except for 1980 – 84, job creation rates are statistically unrelated to unemploy-
ment rates (r � .16 for 1965 – 73, .27 for 1974 – 79, �.44 [p � � .05] for 1980 – 84,
and �.28 for 1985 – 87) (see table 13.1). The great job creation machines are often the
great unemployment machines. For example, three of the top four job creators rank quite
high in average unemployment rates since 1950. Canada had high unemployment rates in
all four periods; the United States was high in the pre-shock period and 1975 – 79, then
medium; Australia fluctuated (low before the shock, high after 1974, medium in
1980 – 84 and 1985 – 87). Only Norway consistently kept unemployment low and job
creation rates high. Conversely, among the poorest job creators, two are consistently
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above average in unemployment—Great Britain and France—and two are consistently
low—Austria and West Germany. The net effect: no consistent relationship between job
creation and unemployment.

4. Not only is job creation unconnected to unemployment, but it is unrelated to economic
performance generally. When we examine real GDP growth per capita for the 18 countries,
we find:

. In the preshock period, the more job creation, the less growth, but the
relationship is insignificant (r � �.14).

. In 1974 – 79, the relationship is positive but insignificant (r � .33).

. Only in 1980 – 84 is job creation significantly and positively related to
real growth (r � .57): the more job creation the more growth. But in
the three years after, the relationship disappears (r � �.07 for job crea-
tion in 1985 – 87 and growth in 1985 – 87).

Further evidence of the ambiguous meaning of job creation is the absence of any rela-
tionship to inflation (r � �.23 in the preshock period, .13 for 1975 – 79, .13 for 1980 – 84,
and .13 for 1985 – 87).

In fact, if we use our broader index of economic performance (chap. 12), we see that
in the entire postwar period from 1950 on, two of the six consistently poor job creators—
West Germany and Austria—were excellent economic performers; that the Netherlands
and France had sustained periods of good economic performance; that Belgium performed
well before the first oil shock and was average to above average after. Only Great Britain
had both consistently poor job creation and poor economic performance. Conversely, two
of the top four consistent job creators—Canada and Australia—had consistently mediocre
to poor economic performance.

The picture for the 18 countries from 1965 to 1988 is consistent: There are no statis-
tically significant correlations between job creation and the index of economic performance
for any period.4 If job creation is not generally good for the measures of economic per-
formance everyone agrees on (inflation, unemployment, and growth), if it has a life of its
own, how can we explain the big national variations?

The major causes of job creation are beyond the reach of economic policy, although
they can be affected by family and retirement policy. The major causes are demographic (the
age structure of the population and migration rates) and social structural (the rate of family
breakup as it relates to poverty and the history of female labor-force participation). Coun-
tries vary in their need for job creation, the pressure to create jobs.

Demographic Forces

If a country has a large and increasing percentage of persons of retirement age, it will not
typically evidence a big growth in employment. In fact, all four of the consistently “poor” job
creators—France, Austria, West Germany, and Great Britain—have had large and increasing popu-
lations over 65. Correlations for population 65� and job creation for three of the four pe-
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riods confirm this finding—the more old people, the less job creation (for 1968 – 74, r � �.63,
for 1975 – 79, �.38 [p � .10], for 1980 – 84, �.42, and for 1985 – 87, �.04 [n.s.]).

The opposite is true for young people as a percentage of the population. If a country
has a large fraction of late teenagers and young adults—a large pool of potential low-wage
workers, as in Canada, Australia, and the United States—it can be expected to score high
on job creation. The central tendency of the data is consistent: the percentage of 15- to
19-year-olds in 1968 – 79 and the percentage of 20- to 24-year-olds for all periods are pos-
itively correlated with job creation, especially during the years of stagnating or deteriorat-
ing real wages just after the first oil shock.5

�elated to these demographic pressures for job creation are patterns of migration. The
idea that the United States, because of its large wide-open borders, is uniquely exposed to
migrant workers is incorrect (see chap. 17). If we calculate average annual net migration
rates,6 we find that since the early 1960s several European countries plus Australia and
Canada have experienced more net migration than has the United States. In fact, most of
the guest workers in Europe, despite pressures and bribes to leave, have stayed. Even dur-
ing the crises since 1973 – 74, the size of the foreign workforce in some countries remained
steady or actually increased (Casey and Bruche, 1985). It took strong coercive measures in
West Germany and Switzerland to make significant reductions, and the potential for fur-
ther cutbacks may now be exhausted. Once again, we have a structural force for job crea-
tion—a cheap supply of labor.

Of the four top job creators, three rank high in net migration (roughly immigrants
minus emigrants) in all four periods.7 Australia ranks first among 18 countries for
1963 – 74, 1975 – 79, and 1980 – 83; Canada moves from fourth to second and stays there;
the United States moves from eighth to sixth to fourth. Even the exception, Norway, is
only a partial exception, it moved from 13th to 7th to 6th. Conversely, there is a tendency
for the lean job creators to have low or negative migration rates. Of the 24 entries in a
table for six worst creators and four periods (not reported here), only six entries show rates
of migration above the median.

Correlations for all the 18 rich democracies are consistent: job creation is significantly
and positively related to average migration rates in all periods (r � .61, .53, and .58; for job

 . Correlations of job creation by three measures of
economic performance and the economic performance indexa

Sources: See chapter 12 and appendix G.
*p � .05. **p � .01.
aSee appendix G for details regarding calculation of the economic per-

formance index.
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creation in 1985 – 87, the correlation goes up to .77). It is not surprising: increase net mi-
gration and you will use migrant workers.

Although some of the postwar migration from Southern Europe, North Africa, the Ca-
ribbean Basin, Latin America, and the area of greatest outmigration, Asia, include skilled
workers and professionals, the great majority are unskilled. The most common destina-
tions—readily visible in such global cites as New York, Los Angeles, London, and Paris—
are low-wage jobs in restaurants, garment manufacture, electronics, production for specialty
shops, building attendance, domestic service (dog walking, cleaning), and the entire infor-
mal economy (Sassen, 1988, p. 169; and my discussion of migration in chap. 17).

In short, age structure and the pressure of migrant workers—both clues to the avail-
ability of young, cheap labor—are the first explanation for national variations in job crea-
tion. Supply apparently creates its own demand.8

Social Structural Forces

Like age structure and migration rates, the changing structure of the family has little to do
with economic policy. If a country has a relatively high rate of family breakup9 and if it
lacks a family policy to prevent the feminization of poverty,10 there will be an acceleration
of the rate of female labor-force participation. While much of the increase in working
women is uncoerced—a product of changing sex roles and lower fertility—some of the in-
crease is forced by family breakup, a major cause of pretransfer poverty. We cannot sort out
the coercive versus voluntary percentage of female labor-force participation quantitatively
and cross-nationally, but this situation obviously applies to the recent record of the United
States.

Further, much of labor-market performance in the 1980s was a product of earlier per-
formance. Thus, the low female labor-force participation rates in the United States of the
1950s and early 1960s were matched by high female participation rates among several
smaller European democracies—Sweden, Switzerland, Finland—and Japan. Therefore, the
greater increase in the United States of the 1970s and 1980s reflects, in part, a U.S. catch-
up with general tendencies toward lower fertility and higher participation. Conversely, if a
country starts high in women working, it has a slower rate of increase.

Data on rates of change in female labor-force participation in the 18 countries confirm
this picture. In the years before 1980, the correlations between increases in women in the
civilian labor force and job creation rates are strong and positive (r � .63 for 1963 – 74, .71
for 1975 – 79). By the early 1980s, as the 18 countries continued to converge in women’s
participation rates, the relationship between women’s work and job creation faded (r � .02
for 1980 – 84, �.02 for 1985 – 87). Again, the extremes of job creation highlight the pat-
tern: three of the top job creators—Canada, the United States, and Norway—ranked high
in rates of increase in women at work or seeking work, whereas all four of the worst job
creators—France, West Germany, Austria, and Great Britain—had small increases or actual
decreases in women working in all periods.

As these countries got rich, they experienced declines in fertility rates, rising levels of
mass aspirations, increasing fractions of urban women working, a push for gender equality,
and increased family breakup (chap. 1). Family breakup rates are converging among rich
countries, but they still vary substantially.
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Job creation is partly the product of these variations in divorce rates, another source of
a cheap labor supply. Data on divorce rates for five-year intervals from 1970 to 1985 show
positive correlations in all periods, three of them significant: .38, .33, .29 (n.s.) and for
1985 – 87 job creation rates, .57.11

Although the rate of family breakup varies among the 18 countries, their governments’
response varies even more. A good measure of coercive labor-force participation is the
combination of a high divorce rate, little government action to deal with the problems of
family breakup and working parents, and a high job creation rate.

Consider the seven countries with the highest divorce rates in 1980 (using the only avail-
able measure of family breakup for 19 countries) (see table 13.2). Three of these very high
divorce rate countries (the United States, Australia, Canada) also have very high job crea-
tion rates and do very little to cushion the shock for children and working parents. New
Zealand—seventh in divorce and medium in job creation—also scores low in family policy.
Sweden, Denmark, and, to a lesser extent, Great Britain are below average in job creation,
but they have a vast array of policies that help working parents to balance the demands of
family and work and to avoid child neglect. The inference is clear: they do not coerce their
numerous single parents into low-wage work quite as much as the top job creators do.

Consistent with these findings are microscopic analyses of job creation in U.S. establish-
ments (Birch, 1981, 1987; Tietz, 1981; Birley, 1986) and one cross-national study (OECD,
1987a). There has been a major shift in the postwar period from job creation by large manu-
facturing firms to job creation by medium- and smaller-sized service firms using low-wage
and temporary workers. Between 1954 and 1970, the USA’s 500 largest industrial companies
doubled their employment. By the early 1980s, however, they employed 1.2 million fewer U.S.
workers than in 1970, although they expanded jobs overseas (Birch, 1987). The direct crea-
tion of new jobs in the United States is increasingly attributable to small establishments, over-
whelmingly in the labor-intensive service sector, where low-wage women and migrants are
prominent. That these smallish firms also destroy jobs at a higher rate than large firms does
not change the net outcome, a positive contribution of volatile small firms to job creation.12

Establishment data for Pennsylvania (used in the OECD study as a surrogate for the
United States) and Canada, France, West Germany, Sweden, and Japan demonstrate that it
is the small service-providing firms that account for most of the job growth—Pennsylva-
nia and Canada in the lead. The firms are concentrated in financial and business services
and social and community services that employ increasing numbers of females and part-
time or temporary workers (OECD, 1987a, tables 4.7, 4.8, 4.9, 4.11, and 4.12, and charts
4.3 and 4.4). By 1995 at least one of every five jobs in the United States was temporary or
part-time or both; most of the workers who do not have an implicit or explicit contract
for ongoing employment (“contingent workers”) prefer permanent to temporary jobs (cal-
culated from U.S. Department of Labor, 1995, �eport 900, tables 1, 10, and 11). In Britain
the part-timers had reached one in four; most are low-wage women. If we add temporary
staff and the self-employed, two British workers in five are now outside permanent, full-
time employment (The Economist, May 22, 1993, p. 61).

While contingent jobs in these small firms may reduce labor costs, enhance manage-
ment flexibility, and increase choice for some workers, they also tend to pay low wages and
benefits, evade legal obligations under labor and employment laws, and increase the risk of
job and benefit losses for masses of workers, especially in the United States (Belous, 1989;
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U.S. Commission on the Future of Worker-Management �elations, 1995, pp. S-49 – 50).
Finally, for the countries leading in this type of job creation, the trend may represent de-
creasing investment in human capital.

One little-noticed aspect of this emerging contingent economy among the leading job
creators—beyond the low-wage, low-benefit, low-security, part-time, and temporary jobs—
is the higher accident rate of subcontracted workers (versus stable, direct hires), especially
in construction, maintenance, and repair. For instance, a detailed study of the petrochemi-
cal industry in the United States (Kochan et al., 1994) where safety mishaps can be cata-
strophic showed that subcontractors using temporary workers increased greatly in the
1970s; by the late 1980s they accounted for 32% of the normal hours worked in an aver-
age plant. The subcontractors were typically nonunion; their workers were lower paid, less
educated, less trained, and less experienced than their regular counterparts in the contract-
ing firm and had a much higher accident rate. One reason for the contrast in accident rates
is that the host employer typically accepts no responsibility for the training and supervision
of the contract workers and the subcontractors are indifferent to training. Equally impor-
tant, experienced regular workers in the host plant are loath to share their know-how with
temporary workers who threaten their jobs and wage standards. By their obsession with
short-run savings in wage and training costs, petrochemical executives were incurring long-
run costs in injuries, accidents, explosions, and shutdowns and concomitant lawyer costs,
only some of which they could dump on the public.

 . Job creation and family policy among the seven countries with the
highest divorce rates

Source: Wilensky (1990). For further details on concepts and codes for the 
family-policy score, see chapter 7. The ranks (H, M, L) are relative to 19 countries
for family policy and 18 countries for job creation.

aBased on a 5-point scale (0–4) for each of three policy clusters in place 1976 – 82:
(1) the existence and length of maternity and paternal leave, paid and unpaid; (2) the
availability and accessibility of public day-care programs and government effort to expand
day care; and (3) the flexibility of retirement systems (number of options, with emphasis
on partial pensions designed for flexible work/retirement choices). The three dimensions
correlate strongly with one another (and with child allowances/GNP). See chapter 7.
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Multiple Regression Results and the Question of Causation

The multiple regression analyses in table 13.3 confirm the cross-national findings of this
chapter so far. The four major variables—net migration, percentage increase in women’s
labor-force participation, age structure, and divorce rates—in various combinations ex-
plain 57% to 85% of the variance in job creation for 1968 – 74, 1975 – 79, and 1985 – 87.
The exception is the period of worldwide recession in the early 1980s, when, in the face
of huge external shocks, only migration remained as a powerful predictor of job crea-
tion.13

Although I have shown that demographic and social structural changes are strongly re-
lated to job creation, I have not shown that demand policies (fiscal and monetary policies
that expand the economy) are irrelevant to job creation. Additional findings, however, sup-
port my emphasis on the importance and perhaps dominance of an expanding supply of
cheap labor and cast doubt on the importance of economic policy: data on real earnings
changes and on capital investment and other causes of good economic performance that
shape the demand for labor.

By relating my explanation of job creation to data changes in real earnings, we can test
the inference that countries using many migrants and women, especially divorced women,
will experience erosion of earnings or, in other words, that there is a trade-off between job
creation and rising standards of living. �egressions of changes in real earnings on divorce
rates, increases in migration, and increases in women working show that, statistically speak-
ing, these variables were a moderate drag on real earnings increases for 1966 – 73 (28% of
the variance), that female labor-force participation and divorce rates were a mild brake in
1980 – 84 (10% of the variance), but that only divorce rates were a strong barrier to earn-
ings growth in 1974 – 79 (50% of the variance).

If we use a measure of acceleration of earnings growth over a base period of 1966 – 73
or 1974 – 79 (which takes account of a country’s “normal” history of wage changes and also
controls for built-in wage increases such as COLAs), we find that only divorces consistently
depress real earnings (42% of the variance after the first oil shock, 29% in 1980 – 84). �e-
gressions substituting the percentage of teenagers for divorce rates (not reported here) also
show negative but weaker effects. The strongest predictor in four of the five regressions in
table 13.4 is divorce rates, although the sign is in the right direction for all five.

Second, and more directly, there is a negative correlation between job creation and earn-
ings growth: for the preshock period, the correlation is �.41 (p � .05); for the ratio of
1980 – 84 to 1975 – 79 earnings growth (acceleration), the correlation is �.54 (p � .05);
the other correlations are negative but not significant. In other words, even if a demand
curve shift is adding to employment growth, it is being overwhelmed by the shift in the
labor supply curve.14

Third, the two major causes of good economic performance since World War II in our
19-country analysis (see chap. 12)—gross fixed capital investment and low strike rates (mea-
sured by person-days lost per 1,000 civilian nonagricultural employees)—are completely
unrelated to job creation. In short, the structural and demographic causes of job creation
are also sources of a slowdown in real wages, while the major sources of good economic
performance are not connected to job creation.
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 . The best regressions of job creation on independent
variables for four periods since 1968, eighteen rich democracies

• p � .10. *p � .05. **p � .01.
aAverage annual net migration rates.
bPercent change in labor-force participation rates of females, 15 – 64.
cThe Netherlands missing.
dIreland missing.
eIreland and the Netherlands missing.
fFrance missing.
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Thus, most of the sources of job creation—changes in family structure, age structure,
and immigration—are beyond the reach of economic policy, except those policies that
would directly discourage low-wage work, such as a strongly enforced high minimum wage
and a Berlin Wall for every border. These findings raise questions both about what type
of political economy is desirable and what public policies might help.

A Desirable Political Economy

There is consensus about the desirability of real growth, low inflation, and low unemploy-
ment. There is little consensus about the meaning of growth of labor-force participation or

 . The best of regressions of real earnings growth on independent variables for three
periods since 1966a

*p < .10; **p < .05; ***p < .01.
Source: OECD Historical Statistics (various years) for real earnings.
aBecause of missing data on earnings, 1985–87 was dropped from this analysis.
bCalculated as a ratio of the average change in real earnings during one period to the average for the

previous period.
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jobs added. The issue is not whether job creation is better than no job creation; it is what
kinds of jobs to create with what long-run effect on living standards. If employment ex-
pands because of a rapid creation of low-paid service jobs, an increasing number of them
part-time or temporary jobs taken by people looking for full-time work; because of stag-
nant or declining real wages; and because of increases in the rate of family breakup (forcing
single parents to work with grossly inadequate child-care arrangements), while productivity
increases fade and trade balances deteriorate, we can ask, is this progress? The better strat-
egy—one clearly followed by such job creation laggards as West Germany and Austria—is
to upgrade the labor force and improve the technical and social organization of work. These
will increase productivity and product quality and thereby facilitate a move upscale in ex-
ports. Instead, the United States in a large and growing portion of its economy seems to be
aping the once labor-intensive newly industrializing countries, such as South Korea and
Hong Kong, even as they themselves move upscale in both wages and products.

Further, if real-wage decreases are achieved by labor crunching and union busting (the
United States under �eagan, Great Britain under Thatcher), we incur the costs of mass in-
security, industrial conflict, ungovernability, and unproductive welfare spending (discussed
in chaps. 5, 8, 10, 11, 12, 13, 15, and 18). If to this perverse combination we add a high
level of family breakup and the feminization of poverty, should we label the brew “a su-
perior record of job creation”?

Finally, no one has either firmly established or disproved a long-term U.S. trend toward
low-wage jobs in or out of the service sector. The opposing views are familiar: there is an
underlying structural trend toward low-wage jobs rooted either in deindustrialization, as
Bluestone and Harrison (1986, pp. 5 – 7) claim, or in the growth of low-paid unstable
nonunion jobs in several industry sectors (not mainly manufacturing) as my data suggest;
or the deterioration of earnings is not structural but cyclical, as an early study by Wachter
(1970) and the post-1996 pickup in real earnings suggest.

If there is a secular trend, fiscal and monetary policies will not stop it. What is required
are structural changes that might be accomplished by radical reforms in education, train-
ing, and industrial relations systems; increased investment in physical infrastructure; and the
adoption of family policies, higher minimum wages, and the like (see chap. 18’s discussion
of public policy). If in contrast, we adopt the view that all signs of this earnings deteriora-
tion in the United States since 1973 are not a trend but a cyclical pattern, reflecting the
sharp increase in the percentage of low-wage workers in the recession years of 1975,
1981 – 82, and 1990 – 91, then fiscal and monetary measures are decisive. While economic
policy has little to do with job creation rates, it can shape the depth and duration of reces-
sions (Bean, Layard, and Nickell, 1986; and my discussion of central banks in chap. 17).
Similarly, while an active labor-market policy may not greatly affect the rate of job crea-
tion, in combination with education and family policies it can affect the unemployment
rate and, equally important, the long-run productivity of the labor force (Wilensky, 1985,
1992a, and chap. 12), resulting in a rise in real earnings. Whether the recent deterioration
in earnings reflects a secular trend or cyclical fluctuations, there is a large role for govern-
ment, although the appropriate policy mix depends on which analysis is most persuasive.

North Americans, Canadians, and Australians who congratulate themselves on their su-
perior records of job creation might pause and ask themselves, how have such poor job cre-
ators as West Germany, Austria, and Sweden done so well from 1950 to 1990 with a
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smaller supply of young, cheap labor and a much larger burden of retirees? Could it be that
fewer hours of work by better-educated and better-trained labor managed by more effi-

cient firms with longer time perspectives and more active governments with similar time
perspectives explain their competitive edge for four decades?

Notes

This is a slightly revised and expanded version of Wilensky (1992b). I am grateful to William T.
Dickens and Jonathan Leonard for critical comments.

1. Israel is deleted from all tables except tables 13.1 and 13.2 because data for several variables are
missing.

2. There is evidence of such similarities among 4 – 14 of the 18 countries: They typically prop
up domestic demand by reduced taxes and/or increased spending and fight inflation by restrictive
monetary policies (Heidenheimer, Heclo, and Adams, 1990, pp. 135 – 266).

3. The data are year-to-year employment growth rates calculated from OECD’s Economic Outlook
(1988a, p. 185). To smooth out short-term fluctuations, I averaged the annual rates for job creation
and other economic variables; my focus is on long-term economic performance, with periods defined
by major external shocks and subsequent years of recovery. I do not average annual rates or percent-
ages for two types of variables—age structure and divorce rates—because the rank order of countries
for these measures is quite stable during the five- to seven-year periods at issue.

4. Although consumer demand drives much of the economy, it is a relatively weak creator of good
jobs or, for that matter, any jobs. A study of the job-creation effects of various types of spending by
the public sector, firms, and individuals in the U.S. (Medoff, 1993) shows the following: for a given
amount of spending the best generators of both the number of jobs and the quality of jobs (mea-
sured by wages and fringe benefits) are (1) state and local government expenditures, especially in pub-
lic safety, education, health and hospitals, highways, transit, utilities, and construction in that order;
then (2) private investment (durable equipment, construction); and then (3) federal expenditures
(with non-defense spending edging out defense spending). The weakest force for job creation is per-
sonal consumption, which is a strong source of economic growth. For either sheer number of jobs
or high-quality jobs, government expenditure gives the biggest bang for the buck. This is consistent
with my finding that job creation and economic performance are unrelated in our 18 countries.

5. However, only three of the eight correlations between age grades and job creation are signifi-

cant—all in 1968 – 74 or 1975 – 79, none in the 1980s.
6. January 1 to December 31 changes in total population minus natural population increase di-

vided by average population for that year.
7. These average annual net migration rates are not the same as the level of migrant workers in the

labor force. But the latter also show that the United States has plenty of company: Estimates of foreign
workers as a percentage of the civilian labor force in 1988 suggest that levels in United States (8.1%)
were less than half those in Switzerland (17.4%), and comparable to the rates of Germany (6.6%) and
France (6.6%). Sweden scored about 5%. Data for Belgium, Netherlands, and the United Kingdom do
not take into account unemployed foreign workers, which may explain why their rates are less than 5%.
(Calculated from SOPEMI, 1992, p. 133; OECD, 1993b, table 5.0, pp. 30 – 31; and Borjas, Freeman, and
Katz, 1992, p. 227.) Calculations for 1973 or nearest year for 16 of our rich democracies (based on Mi-
grant News and other sources) suggest that the United States ranked sixth with about 7%, behind Switzer-
land (29%), West Germany (9.4%), France (9.0%), Austria (7.8%), and Great Britain (7.3%).

8. We do not know how much of migration is deliberate employer recruitment (demand first,
supply follows) and how much is self-selection partly based on networks of friends and relatives who
recruit their extended families (supply of cheap labor expands, employers create jobs).
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9. In 1970, 1975, 1980, and 1985, the United States had the highest divorce rate among the 19
countries.

10. The United States stands almost alone in this lack, with women heading broken homes com-
prising almost half the poor households in 1998 (U.S. Census figures).

11. Complete cross-national data on divorces per 1,000 married couples (the preferred measure)
are available only for 1970; I used divorces per 1,000 population for 1970 – 85. However, for 1970,
the two measures are correlated .97; for our purposes they are interchangeable. Although some con-
vergence is evident in these data (high divorce-rate countries such as Sweden and Finland declined
somewhat in relative scores and ranks while low-divorce rate countries such as France, Belgium, and
New Zealand increased a little), only two significant shifts occurred: Australia and the Netherlands
moved from below average to above average. The correlation between crude rates for 1970 – 85 range
from .89 (1970 � 1985) to .98 (1980 � 1985). That relative stability gives us a bit more confidence
in the correlations reported above.

12. Although this varies over time and place, Birch (1981) found that two-thirds of the net new
jobs in 1969 – 76 were created by firms with 20 or fewer employees (8 in 10 in firms with 100 or
fewer). See similar findings using better data: Birley (1986) on St. Joseph County, Indiana, and Tietz
(1981) on California. Leonard (1982) points to three limitations of studies that conclude that small
firms outside of manufacturing account for so much of employment growth: (1) these firms typically
both create and destroy jobs at a much higher rate than do manufacturing firms (cf. U.S. Commis-
sion on the Future of Worker-Management �elations, 1993, p. 9); (2) weaknesses in the use of Dun
and Bradstreet data in the Birch (1981) study cast doubt on his conclusions; and (3) a cross-sectional
picture of year-by-year net job creation obscures flows across size categories as small workplaces be-
come big and big ones become small (Leonard, 1982, p. 152; cf. Birch, 1987, pp. 12 – 15). All re-
searchers agree, however, that despite the volatility of the service sector—wide variation in annual job
generation, a high death rate of firms—it shows the most net growth in jobs, most of them in small
establishments and firms.

13. For each period, the same set of independent variables was tested for its relative importance
in all possible combinations of three. While it would be desirable to include all six measures of the
four independent variables in every equation, the N of 18 imposes the limit of three. See appendix
A on methods.

14. Cross-national data on earnings are available only for manufacturing. It is reasonable to as-
sume that countries with low earnings increases in manufacturing would also be low in general earn-
ings growth for the labor force. In fact, in a study of inequality in the wage structure of the United
States which ranks low in manufacturing earnings growth, Davidson and �eich (1988) show that the
trend toward inequality since 1970 is accounted for in large measure by the growth in low-wage
“secondary” labor markets, especially in retail service (low-unionized, weak internal labor markets
where employment increased and already-low wages decreased). Similarly, in a comparative study of
real wage growth and employment growth, Freeman (1988) concludes that “the United States paid
for job creation with slow growth in real wages and productivity” (p. 298).
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RISK AND SAFETY
American Mayhem in Comparative Perspective

“Law ’n Order” is a slogan that has had increasing resonance in American politics. In the
1988 election, the Bush campaign launched the infamous Willie Horton/prisoner furlough
ads by mail and TV. In a 30-second spot we saw a line of evil, dark-looking prisoners going
through a revolving door, while the voiceover explained that Bush’s opponent, Governor
Dukakis, had furloughed these rapists and murderers who naturally raped and murdered
again. Mailed fliers attacking Dukakis pictured Willie Horton, a black in a Massachusetts
prison for murder, who raped a woman and stabbed her fiancé while on furlough. By elec-
tion day, the media had made Horton a celebrity. Crime was the text; race, the subtext.

From President Clinton’s campaign of 1992 to his successful struggle to pass a $30.2 bil-
lion anticrime bill in August 1994, the Democrats sought to expropriate the law-’n-order
slogan and neutralize the �epublican’s favorite attack theme, “Democrats are soft on
crime,” so effective in presidential races since Nixon in 1968. To attract six Senate �e-
publicans, President Clinton had to cut down the crime-prevention money in the bill and
devote 80% of the total to law enforcement and more jails.

One reason that American politicians of both parties make so many “tough on crime”
speeches is that the United States had a high and increasing rate of violent crime from the
early 1960s to the early 1990s and American voters approached a state of panic about it. But
as we have seen in chapter 4, other countries share this concern. The mass publics of every
democracy rank political and civil order (fighting crime) at or near the top of all goals they
want government to pursue, a pattern of response that has not changed since the early 1970s.

This chapter explores three questions:

1. What explains the high crime rate in the United States, especially such violent
crimes as murder?

2. To what extent do other rich democracies experience the same problem?

3. More broadly, how can we explain national differences and similarities in safety,
security, and risk? If rich democracies vary in the risks faced by their citizens, how much
can be attributed to differences in their degree of affluence? In other words, are rising
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risks common to all of these countries as they become richer? Or can national differ-
ences be explained by contrasts in political and economic organization that result in
public-policy differences? Do public policies affect safety?

Trends in Violent Crime

Crime statistics for any one year, let alone for two centuries, can be misleading: they reflect
the vagaries of reporting, changes over time in the type and efficacy of policing and crim-
inal justice systems, as well as the changing ambiguities of definition (what is sexual ha-
rassment, what is rape?). These problems are intensified when we compare statistics across
nations. Yet there are some crime figures that probably reflect the real rate more than
changes in reporting. And historical accounts of daily life in earlier periods can provide a
reasonable guide for interpreting what historical statistics we have. Thus, the rate of inten-
tional homicide, scholars agree, is the most reliable of violent crime statistics; the victims of
murder are likely to be counted and recorded. Thus substantial differences in murder rates
over time or space very likely indicate real differences. Moreover, we cannot entirely dis-
count serious efforts to estimate other crimes of violence, such as rape, assault, and robbery,
especially where the estimates correlate closely with variations in homicide rates and can
be traced to the same causes. Further, if we concentrate on the postwar period since 1950,
there are fewer shifts in policing and legal codes than in previous periods. In short, despite
the limitations of data, it is possible to analyze recent trends and roughly gauge long-term
trends in violent crime in the United States and abroad.

Perhaps the most careful effort to trace long-term trends is Gurr (1979), a history of vi-
olent crime in Europe and America, and Gurr (1977) on crime trends in 18 of our 19
rich democracies from 1945 to the late 1970s, based on country sources—for example, gen-
eral or specialized yearbooks (cf. Graham and Gurr, 1979; Archer and Gartner, 1984). Gurr
(1977) compares trends within each country rather than using cross-sectional comparisons
and tries to adjust for national changes in crime reporting.

To assess the impact of industrialization and it correlates, here are the most relevant
findings:

. There has likely been a decline in homicide rates in Europe since the Middle
Ages. In England, there have been three peaks in violent crime—the mid-1700s, the
1830s and 1840s, and the 1970s (Gurr, 1979, p. 356); later studies suggest a leveling off of
the crime rate in Britain and the United States in the early 1980s (Wilson and Herrn-
stein, 1985, pp. 409 – 410), but the rate of violent crime in the United States increased
1985 – 91 and then leveled off before a recent decline.

. From 1950 to the early 1970s, among rich democracies (18 of our 19) there was
an almost universal increase not only in murder, manslaughter, and assault, but also in
property crime. The increase began in English-speaking countries earlier (1950s) than in
the rest (1960s). There are some exceptions: since 1955, Japan reduced almost all crime
(murder, assault, crimes against property, white collar crime, and common theft); Switzer-
land had stable property crime rates; and there was little change in crimes against persons
in Israel, the Netherlands, Italy, Austria, and Switzerland (Gurr, 1977, pp. 74, 83 – 84).
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. In the postwar period, “sexual and moral offenses” (e.g., abortion, homosexual
acts, prostitution, and the sale of pornographic literature) have increased in English-
speaking countries, but because of the decriminalization of lesser moral-sexual offenses,
these rates have declined in Scandinavia and continental Europe (ibid., pp. 76 – 84).

. Crime rates in general decreased from the 1830s to the 1930s in London, Stock-
holm, and Sydney but started to rise again in the 1930s and rose sharply after 1950
(Gurr, 1977, p. 41) as they did in most of the rich democracies. The sharp rise is on the
order of 300% to 500% (Gurr, 1979, p. 369).

These findings provide some support for the theme that advanced industrialism and its
correlates—specifically the level of affluence reached by 1950 or 1960 by the United States,
Canada, Sweden, New Zealand, Australia, the UK, West Germany, and France—fosters
crimes of violence.1 But why in the perspective of three centuries was there a decline in
such crimes? Why the long-term decline from the early modern period, when life was
“nasty, brutish, and short,” to today; in the United States another decline after 1830; and in
Britain a decline from the 1850s to the 1890s, with low crime rates from 1890 to 1935
relative to today (Davies, 1983)? One explanation is that in the early stages of industrial-
ization, a vast majority of the population still reside in rural areas and small towns, and, al-
though family breakup rates begin to increase, the big acceleration of divorces does not
occur until much higher levels of development (see chap. 1). The family and other social
networks remain intact. Thus the well-established differences in violent crime rates—rural
less than urban, areas of greater social integration less than areas of social disorganization—
would prevent an increase in violence while the decline in absolute poverty and its associ-
ated pathologies would foster a decrease in crime.

As later industrialization and urbanization proceeds, however, mobility rates, both resi-
dential and occupational, climb; mass aspirations soar (hence relative poverty becomes more
painful, with a greater disjunction between rewards and aspirations); divorce rates acceler-
ate; ties to extended kin, neighborhood, friends, and church atrophy. (See chap. 1 on the
contrasting impact of early vs. later industrialization on family breakup and chap. 3 on mass
society.) In short, social integration weakens and the crime rate climbs.

This classic argument, rooted in the theories of Emile Durkheim (1960 [1893]/1951
[1897]) also finds support in studies of internal variations by region, type of community, and
social composition within the United States and Britain in the postwar period and in some
recent cross-national studies. Because murder is both a dramatic symbol of all crimes of vio-
lence, and because the United States is a champion in murder rates, I concentrate on U.S.
homicide rates in the postwar period of affluence. If we can uncover the causes of violent
crime in an extreme case, and if we have a good general theory, we can assume that the same
causes in lesser degree will yield similar results in lesser degree—that is, in other rich coun-
tries to be analyzed later.

Why Violent Crime in the United States, Especially Murder?

The most careful multivariate studies of homicide rates in the United States agree on the
sources of homicide. Here is my summary of the findings in Land, McCall, and Cohen
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(1990); Blau and Blau (1982); Greenberg, Carey, and Popper (1987); Currie (1985); and
Allan and Steffensmeier (1989): Across time and geographical areas and under modern conditions,
the combination of poverty and inequality (i.e., great absolute and/or relative economic deprivation)
and family breakup in the context of crowded urban living powerfully and consistently explain homi-
cide rates.

For instance, one of the most thorough studies, Land et al. (1990), analyzed homicide
rates for all cities, metropolitan areas, and states in the United States. They found that areas
with low median incomes, much absolute poverty, and great relative economic inequality
in 1960, 1970, and 1980 have high homicide rates. Areas with large and/or more dense
populations and a greater percentage of divorced men had higher homicide rates than those
with smaller and/or less dense populations and lower male divorce rates. �esource depri-
vation, urbanism, and family breakup each have independent effects across all time periods
and levels of analysis—a powerful result. The validity of divorce rates as an indicator of so-
cial disorganization is confirmed by its correlation with metropolitan net migration for the
previous 10 years; both divorce rates and migration rates are clues to a general pattern of
breakdown in family and social networks (ibid., p. 945). Indeed, in a review of 21 Amer-
ican studies that use multiple regression analysis to explain interunit variation in homicide
rates (by state, metropolitan area, city), the percentage of children under 18 not living with
both parents is the only structural covariate that is always a statistically significant predictor
(ibid. p. 931). Similarly, Blau and Blau (1982) compared the 125 largest metropolitan areas
(SMSAs) and found that socioeconomic inequality (measured by the Gini index both
within races and between races) and divorce rates strongly predict all forms of violent crime
(murder, rape, robbery, and assault) (pp. 124 – 126).

A bit less strong and consistent as a source of homicide are unemployment rates and the
presence of many teenagers and young adults (persons 18 – 29 years old as a percentage of
total population) (Land et al., 1990, p. 953). There is no doubt that the consequences of
unemployment are pathological and extraordinarily costly even when one disregards the
direct economic costs: it is estimated that with every 1% increase in the American unem-
ployment rate sustained over six years, 920 more people commit suicide, 648 more com-
mit homicide, 495 more die from cirrhosis of the liver or heart and kidney disease, 4,000
more are admitted to state mental hospitals, and 3,300 more are sent to state prisons. (Based
on regression analysis of national data 1940 – 73 by Brenner, 1976, pp. 88, 76 – 77.)2

Compared to continuously employed workers, unemployed workers are also more likely
to experience headaches, stomachaches, high blood pressure, troubled sleep, ulcers, diabetes,
and gout as well as feelings of anxiety and depression (Bluestone and Harrison, 1982,
pp. 63 – 64). One of the most consistent findings is that people deprived of work are the
most isolated socially and disturbed psychologically—in a word, demoralized (Wilensky,
1966c, p. 130).

If in the United States young people have the highest rates of both unemployment
and violent crime and related pathologies, then the high homicide rate of the United
States, a country loaded with young people, is not surprising.Yet the studies of the effects
of unemployment and age structure in the literature on homicide rates are ambiguous
and inconsistent. There are several reasons for this. First, there are the usual measurement
problems: unemployment is a crude measure of economic deprivation—of the weak
labor-market position of the least advantaged. The statistics do not adequately capture
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underemployment, the quality of employment, the effect of a high incarceration rate, and
the discouraged worker phenomenon (workers not enumerated because they have given
up the job search), all of which would make the labor-market position of the lower fifth
of the income distribution and younger age groups look much worse than their official
unemployment rate. One study relates both job quality (such as low hours and low
wages) and mere job availability (unemployment) to arrest rates among young popula-
tions, controlling for indicators of the opportunity for crime, percent minority, residen-
tial mobility, and the deterrent effects of the justice system. It distinguishes between nar-
row age grades (males aged 13 – 17 and 18 – 24). It shows quite strong results: comparing
state data from 1977 to 1980, the mere availability of employment strongly affects juve-
nile arrest rates for property crimes (robbery, burglary, larceny, and auto theft); full-time
jobs mean low arrest rates, unemployment means high arrest rates. But low-quality em-
ployment is an even better predictor of high arrest rates for young adults. (Allan and
Steffensmeier, 1989.)

The second cluster of reasons for the ambiguous findings about the impact of unem-
ployment on crime is variation across studies in the level of analysis and the type of crime
and the measure of unemployment. A national level of aggregation may be too large for
this issue; more homogeneous subunits of neighborhood, city, county, metropolis, and state
would be better. Furthermore, the causes of property crimes may be different from the
causes of other crimes, and the rates of change in unemployment may have a different effect
than sheer levels of unemployment. A careful review of 63 studies that use subnational units
and were published since 1960, of which 40 use data from the 1970s when unemployment
rose dramatically (Chiricos, 1987), shows that the frequency of positive and significant find-
ings is highest for (1) property crimes, lowest for assault and murder; (2) 1970 data;
(3) more homogeneous units. For the 1970s data, even the relation between unemployment
and violent crime was overwhelmingly positive and often significant. A lower level but in-
creasing rate of unemployment explains property crimes better than a higher level and de-
creasing rate, suggesting that some crime rates may be more responsive to changes in em-
ployment rates than to absolute levels (ibid., p. 202).

A third reason for the ambiguous role of unemployment as a source of crime is that al-
though unemployment increases the motivation for crime, it also decreases the opportu-
nity. �educed economic activity means fewer crime targets and better-protected property
(more people at home, with alert owners aware that the risks may be rising). But unem-
ployment, with all its tensions and pathological consequences, moves the unemployed to
crime (ibid., p. 201). From the evidence, the motivation effect overcomes the reduced op-
portunity but not enough to make for strong and consistent results.

Similarly, poverty is not a direct cause of crime, as we can easily see from the history of
low crime rates among many poor immigrant minority groups—Jews, Chinese, Japanese,
West Indian blacks. Most poor people, like most adolescents, do not become criminals. In-
deed, in one well-designed study, less than 5% of the families accounted for almost half of
the criminal convictions in a sample of 394 families in working-class areas of London in
1961 – 62 (West and Farrington, 1977, pp. 110 – 111). Poverty causes crime, including
crimes of violence, only when it is associated with broken families, illegitimacy, low edu-
cation and skills, poor jobs, unemployment, or a large number of children. In my theory
about the long-range trends, relative poverty or, more generally, relative economic depriva-

Wilensky_CH14  3/14/02  1:59 PM  Page 511



System Performance

512

tion should explain violent crime better than the absolute levels of economic deprivation
so common a century or two ago. But empirical findings for the United States suggest that
today the two cannot be unscrambled: in the United States, levels of poverty and relative
poverty are too closely correlated; both probably count (Land et al., 1990, p. 954).

What unemployment and poverty have in common as sources of violent crime is their
effect on parents’ capacity (little time and energy, few resources) and will (low morale, de-
spair, pent-up frustration) to monitor children’s or teenagers’ behavior and punish them for
deviance or reward them for good behavior (Hirschi, 1983). Such loss of authority is es-
pecially acute where the father is absent (family breakup) or loses his job (and appears to
his children as a model of failure and weakness). In the tangle of pathologies that consti-
tute American slums, the schools, too, have diminished capacity to monitor children’s be-
havior. Conversely, social integration—the bonds of family, school, work, church, commu-
nity—can in Durkheimian style protect the poor and/or the unemployed from the
pathologies of crime and suicide (for a supporting study using state and county data on
suicides from 1933 to 1980 see Breault, 1986). Confirming the theme that bonds of work
and family prevent crime is a reanalysis and update by �obert Sampson and John Laub
(1993) of the classic longitudinal study by Sheldon and Eleanor Glueck in the 1940s of
1,000 teenage white ethnic boys from impoverished areas of Boston. Half were juvenile
delinquent and half had no criminal record but were matched case by case by age, IQ, and
ethnicity. Both groups were followed up until they were age 45. The unsurprising conclu-
sion: Two influences in the delinquent boys’ lives between ages 17 and 25 turned them
away from committing further crimes: getting a stable job that they cared about and where
the employer valued them, or marrying a woman with whom they felt a strong tie, and
supporting her and any children. Among delinquents who found a stable job only one in
three went on to commit crimes compared to three in four of those who did not find sta-
ble employment. Similarly only one in three of the delinquents who committed to a mar-
riage went into crime compared to three in four of those who did not. (ibid., pp. 146, 161.)
The effects of job stability and marital attachment in adulthood had large, significant, and
enduring effects across both delinquent and nondelinquent groups (pp. 200 – 203).

The theory of violent crime implicit in this discussion accents the supervision of the
young by parents, schools, and communities; it will be applied to cross-national data below.

How much of the U.S. violence I have discussed is explained not by economic in-
equality, poverty, divorce, and unemployment but by racial conflict? Perhaps there is a sub-
culture of violence in the urban ghettos that explains violent crimes in the United States
and we have another example of American exceptionalism. I think not. It is difficult to
sort out the independent effect of race and economic deprivation in the United States, be-
cause blacks as a percentage of the population and the percentage of children not living
with both parents are substantially correlated with measures of poverty and inequality. As
William Wilson (1987) suggests, the social transformation of the inner city via racial seg-
regation, discrimination, and the flight of the middle class, both black and white, has re-
sulted in a criminogenic concentration of the disadvantaged. The high homicide areas tend
to have large concentrations of blacks and children living in broken families; these con-
centration effects grew worse between 1970 and 1980 (Land et al., 1990, p. 945)—and in
the 1980s as well when the net migration of poor blacks into these ghettos increased and
escape from them became more difficult (Massey, Gross, and Shibuya, 1994, pp. 431 – 437).
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But where researchers have tried to sift out the distinctive influence of race, they have
found that economic deprivation is far more important than race. For instance, Blau and
Blau (1982, pp. 125 – 126), comparing the 125 largest metropolitan areas, find that more
than three-fifths of the variation in rates for all violent crime (murder, rape, robbery, as-
sault) is accounted for by four factors: the percent divorced, the population size (log 10
transformation), the degree of inequality (Gini coefficient of total income inequality) and
the degree of racial inequality. The addition of racial composition (percent blacks) explains
only an additional 3% of the variation. If we consider murder only, racial composition ex-
plains only an additional 7% (ibid., p. 125). An earlier study using different methods and
measures comes to similar conclusions. Wolfgang, Figlio, and Sellin (1972) followed a large
cohort of boys born in Philadelphia in 1945 and brought up in contrasting neighborhoods.
By the time they were 18, boys living in low-income neighborhoods had been charged
with almost twice as many criminal offenses as boys of the same race living in neighbor-
hoods where the typical family had an income above the Philadelphia average, again
demonstrating that the income position of the family and type of community shapes crim-
inal behavior more than race.3

This is not to say that the black/white difference in crime is not large. Blacks are clearly
more often both victims and criminals. A glimpse of the process by which rates of violent
crime among poor blacks can become so much higher than the rates among their white
counterparts can be had from the revival of the urban ethnography that produced Tally’s
Corner (Liebow, 1967), Street Corner Society (Whyte, 1943), and Hard Living on Clay Street
(Howell, 1973). One of the more analytically powerful examples is a comparison of poor
blacks, Hispanics, and white working-class criminal youths (Sullivan, 1989). All of these
criminal cliques—white poor, black poor, and Hispanic poor in the inner city—have sim-
ilar values and beliefs and teenage lifestyles: all three have low aspirations and little respect
for education (indeed the whites have even more contempt for schooling than the others);
all three have early training in street fighting and experiment with crime; as they grow
older and need cash to “hang out,” they look for jobs in both the conventional and the
criminal sectors. What happens from there on depends on the structure of opportunity on
their turf (Sullivan, 1989, pp. 118 – 122): the various neighborhoods channel white ethnics
toward organized crime (pp. 178 – 192), black youths toward muggings (pp. 148 – 149), His-
panics toward burglary (pp. 123 – 124). In the conventional economy, however, the white
ethnics have several advantages aside from their lower poverty rate. Practically all of them
have family and neighborhood connections to obtain stable jobs with adequate pay as well
as the benefits of neighborhood social controls that keep them in line. In contrast, the
blacks living in projects lack relevant connections; the absence of stores around the proj-
ects means no local jobs; and there is almost a complete lack of family and neighborhood
controls. While their white counterparts almost all move from petty hustling and drug ex-
perimentation to conventional jobs (sometimes supplemented by low-risk stealing from the
workplace), many black youths move from the same to hard crime: they enter the crack
trade and brandish machine guns; in their spare time they father crack or AIDS babies.
Most, however, realize the risks of death or jail and leave muggings for the legal job mar-
ket. Hispanic youths combine work and crime in a slightly different way: because their
older relatives and neighbors have the worst-paid, least-skilled manual jobs—often seasonal,
often requiring no English—these youths are the earliest of the three criminal groups to
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leave school and experience frequent unemployment. Undertaking crimes with less risk
than the violent crimes of the blacks, their short-term careers in burglary last longer. When
they eventually graduate to more risky street robberies, they are more often caught; the
great majority, like the blacks, back away and turn to conventional jobs, however unstable.

Greater differences between black poor and Mexican immigrant poor were uncovered
in a larger, more representative study in Chicago, based on face-to-face interviews with
1,186 blacks, 368 whites, 484 Mexicans, and 453 Puerto �icans (Van Haitsma, 1991; and
Wilson, 1991a), not confined to criminal gangs. Despite their lesser education level and
poor language skills, Mexican immigrant men were 94% employed, while the black men
were only 68% employed. Fully 34% of those black women living with their children
have no other adults in the household, compared to only 6.2% of Mexican immigrant
women. In other words, compared to inner-city blacks, the Mexicans have stable fami-
lies, can more easily divide child care and housekeeping so that at least one adult can seek
a job; they have more job information networks and a multiple earner system where un-
employment for one member is not a catastrophe. They are also less likely to live in
housing projects or areas of heavy poverty concentration (employers often use such ad-
dresses as signs of bad work habits). Although this study did not report rates of violent
crime, based on my analysis we would predict a much higher rate for blacks, whose
poverty is much more often combined with family breakup and isolation from conven-
tional job networks.4

In short, what explains the patterns of violence uncovered in urban ethnography as well
as the more abstract murder rates in statistical studies is not a racial subculture of violence.
Instead, it is the interaction of poverty and inequality with family breakup (as a symbol of
weak or nonexistent social networks), the lack of parental and school supervision, and the
absence of conventional job opportunities.5

Similar findings come from a more systematic large-scale survey of black youths (age
16 – 24) in poverty areas in Boston, Chicago, and Philadelphia 1979 – 80 (Freeman and
Holzer, 1986, especially chaps. 1, 2, and 9). Joblessness among the young blacks was tightly
related to crime, drug and alcohol abuse, poor job performance (absenteeism), and some
employer discrimination. The relevant findings are consistent with the insights of urban
ethnography: (1) The bulk of the young black men are serious about seeking jobs and a
significant portion were taking steps to escape from poverty (these have an edge in church
attendance and occupational aspirations and have contact with other family members who
work) (ibid. pp. 10, 13, 372 – 374). (2) Seven of 10 youths who are out of school and out
of work think that they can get a minimum-wage job either very or somewhat easily
(p. 16); most want to work but only at jobs and wages comparable to those of their white
counterparts; when they do work, they are paid an average of $4/hour compared to $4.75
for the white youths (ibid., pp. 34 – 35, 65). (3) Because their chances of finding any work
in a two-week period is half that of whites and because they are generally unwilling to take
jobs that are worse than those of whites, they are attracted to the other obvious alterna-
tives—criminal careers. (Thirty-two percent of the youths said they could earn more from
criminal street action than from legitimate work. Ibid., p. 14.) Young blacks from welfare
households in housing projects have the worst record in the job market and, as we have
seen, are especially prone to violent criminal careers.
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Cross-national data can shed further light on the question of American exceptionalism
and the theory of a racial subculture of violence. Table 14.1 relates minority-group cleav-
ages to homicide rates in our 19 countries.

It casts doubt on the critical importance of race or the peculiarity of the United States. For
none of the other high scorers on violence has America’s history of slavery. And until recently
countries with above-average homicide rates (Finland, Canada, Italy, Australia, Belgium) have
had no substantial racial minorities. Moreover, if we consider the intensity of minority-group
cleavages based on religion, ethnicity, and language as well as race, three countries with strong
cleavages—Switzerland, Israel, and the UK—have low homicide rates.The cleavage scores (Ap-
pendix I) understate cleavages in a fourth exception, the Netherlands.

There is no reason to suppose that the historical hatreds, secession movements, or mi-
nority/majority political combat within other nations are much different from the conflict
between blacks and whites in the United States. Consider the continuing social tensions
and political conflict among Protestants, Catholics, and secular socialists in the Netherlands;
or commonwealth blacks vs. Indians, and Pakistanis vs. the Irish Catholics vs. Protestant

 . Countries with very low minority-group cleavages tend to have below average
homicide rates but three countries with strong cleavages also have low homicide rates (1998).
The U.S. is in a class by itself.

*Measured by ethnic, religious, linguistic, or racial cleavages. See appendix I.
**Deaths from homicides per 100,000 population. Source: WHO, World Health Statistics Annual 1989

(1990) and 1990 (1991). The rate for each country is listed to its right. All rates are for 1988 except
Switzerland, UK, Austria, W. Germany, and Japan (all 1989); Israel, New Zealand, Sweden, and Italy (all
1987); and Belgium (1986).
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whites of the UK or the French-speaking Jura separatists vs. the German majority in
Berne, Switzerland; or the Arab and Jewish minorities in France who are scapegoats of the
party of LePen.

The main caution, however, is that the United States is in a class by itself in the murder
rate: 18.0 deaths from homicides per 100,000 population in 1988 compared to the next 
highest-rate countries (Finland, 5.7; Australia, 4.8; Belgium, 4.3; New Zealand, 4.0; and
Canada, 3.8). And the table does show a tendency for countries with low social cleavages to
have below-average murder rates. But this does not prove that minority-group conflict is the
main cause of crimes against persons. The few cross-national studies of this issue in fact con-
firm the same pattern uncovered in the U.S. studies: it is not the presence of minority pop-
ulations but the degree of inequality (in the society as a whole, or between minority groups
and dominant groups), poverty, family breakup, and unemployment that accounts for differ-
ences in violent crime. And the United States is extreme in these general sources of violence.
Among the best recent studies is Gartner (1990). Analyzing sex- and age-specific victimiza-
tion data on homicide in 18 developed nations from 1950 to 1980, she confirms the impor-
tance of economic deprivation, divorce, economic inequality, and cultural heterogeneity and
adds the extent of official violence (measured by the number of wars 1900 – 80, the number
of battle deaths, and the existence of the death penalty) as sources of homicide (and, inci-
dentally, finds that increased female labor-force participation increases only the killing of
women and children, not men). Similarly, Messner (1980) shows that in the early 1960s, in-
come inequality (measured by the Gini coefficient) predicts murder rates in 56 countries, and
(1989) confirms Blau and Blau’s (1982) finding that economic discrimination against mi-
nority groups is an independent factor determining murder rates in 52 countries circa 1980,
even more important than economic deprivation. (Messner, 1989, reached the same conclu-
sion analyzing murder rates in 52 countries in the late 1970s and early 1980s.)

Before we move to a comparative analysis of risk and safety in our 19 rich democracies,
a word about alternative explanations of violence in the United States: the “Southern (or
Western) culture of violence” theme and the “soft-on-crime permissiveness” theme.

Students of Southern regionalism have observed that the deep South has markedly
higher rates of gun ownership, suicide, assault, and homicide than the rest of the United
States. From this they infer that the South has a subculture of violence, values variously la-
beled a romantic and hedonistic spirit, an intense egocentric individualism, pride of place
and race, and most relevant, “a chip-on-the-shoulder swagger and brag”—the boast, voiced
or not, on the part of every Southerner that he would “knock hell out of whoever dared
to cross him” (Cash, 1941, p. 55). This appears in many studies of Southern politics and
society (e.g., Hackney, 1969, and the subtle portrait of The Mind of the South by W. J. Cash,
1941). Then the subculture inferred from the violent behavior is used to explain the South-
ern pattern of violence.

We can overcome this problem of tautology, so typical of theories of cultural determin-
ism, if we specify the values and attitudes comprising the subculture, locate them, and relate
them to behavior. A study of American attitudes toward justifications for violence (Dixon
and Lizotte, 1987) illustrates. What about punching or beating up a man who has commit-
ted a minor provocation? The percentage of Southerners who approve of items measuring
that theme are a minority—about the same percentage as in other regions of the country.
But when asked whether they approve of punching an adult male stranger who had broken
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into your house, or hit your child, or was “beating up a woman,” far more Southerners ap-
prove than non-Southerners. Further, a “defensive attitude” scale (protect women, children,
and home) is related to gun ownership while values justifying easy resort to physical force
(measured by a violent attitudes scale) are no more widespread in the South than elsewhere
and are not related to gun ownership. In other words, although a passionate commitment to
protecting home and family may be Southern, attitudes justifying violence are not.

More fatal for the theory are multivariate analyses that compare the effects of Southern
location or a scale of “Southernness” on homicide with the effects of the variables already
discussed. Land et al. (1990, pp. 932, 953) uncover no Southern location effect that is not
accounted for by urbanization (large dense populations), resource deprivation (poverty, in-
equality), and family breakup. (Only at the city level of analysis was there any Southern
effect, and that was only for 1960; it faded to nothing in 1970 and 1980.) Blau and Blau
(1982), analyzing 1970 data, similarly found no Southern effect.

But how about the Wild West—a subculture of violence in the �ockies, or in far-out
California? Is there a Western ethos emphasizing “outdoor machismo, individualism, risk
taking, conspicuous athleticism, danger seeking, and nature conquering” (Greenberg et al.,
1987) which would explain crimes of violence? Again, at first glance we can find sup-
porting evidence. The non-Mormon areas of Western states rank high in violent deaths.
The six most dangerous Western states—Arizona, Idaho, Montana, Nevada, New Mexico,
and Wyoming—have very high rates of death by violence (ibid., pp. 40 – 41). And in an
exception to the urbanism-crime connection, the rural Western areas show the highest vi-
olent death rate for youths, even higher than urban ghettos (p. 42)—figures that have been
stable since 1949 – 51.

As in the case of a “Southern subculture of violence,” however, when we examine var-
iation in social structure and economic opportunity, the Western subculture is less than
meets the eye. As Greenberg et al. (p. 44) note,

the divorce rate in the six most dangerous Western states has long been two to three
times that of the four safest Northeast states. The rate of �oman Catholicism, a reli-
gion that forbids suicide, is twice as high in the four Northeast states (nearly half
their population) as in the six Western ones. Almost two-thirds of the people living
in the Northeast states were born in the state where they reside, compared with two-
fifths of those living in the Western states. Less than half of Northeasterners moved at
least once every five years, as compared to almost 60 percent of the Westerners. The
Western unemployment rate averages about one-third higher than the northeast one.

Moreover, a closer look at violent deaths in the rural West shows that most of them are
deaths from suicide, auto accidents, and dangerous trades (mining, quarrying, and agricul-
ture where men die in violent industrial accidents). The homicide rate in these areas from
1939 – 41 to 1977 – 79, while about twice as high as those in the four safest states of the
Northeast (Connecticut, Massachusetts, New Jersey, and �hode Island), were above the na-
tional average in only three of five periods studied (Greenberg et al., 1987). Finally, when
we look at cities, the leaders in violent crime rates are scattered and by no means confined
either to the South or West: Dayton, St. Louis, and Washington, D.C., as well as Baltimore,
Ft. Worth, and Atlanta.
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Another alternative explanation of high American rates of violent crime is that the
United States is uniquely “soft on crime” and is burdened with a permissive culture de-
veloped in the postwar era. The United States, the argument goes, gives too much protec-
tion to the accused, too little punishment, too late; is too tolerant of violence and deviance;
suffers from a corrosive ethic of “socialist egalitarianism” (Davies, 1983) or from a welfare
state that accents “entitlements” and “rights” without personal responsibilities (Murray,
1984). The evidence for any of this, to say the least, is ambiguous. Scholars of very differ-
ent ideological persuasion who have examined the efficacy of wars on drugs and crack-
downs on crime remain skeptical. They range between the view that the severity, frequency,
and certainty of punishment are only marginally effective in deterring crime and the evi-
dence is mixed (Wilson and Herrnstein, 1985, pp. 390, 392, 400, 403) and the more skep-
tical view that the wars on crime of the 1970s and 1980s were totally ineffective if not
counterproductive (Currie, 1985, pp. 7, 11, 28, 61 – 63, 70 – 71).

In a book representative of hawkish scholars, Wilson and Herrnstein (1985) generally
argue that any sanction that raises the costs of committing a crime should make crime less
likely (p. 44); they point to evidence that “behavior changed when assaultive spouses were
arrested, instead of merely counseled, when Chicago delinquents were placed in more
rather than less restrictive institutions, and when the penalties for carrying guns or driving
while drunk were made either more certain or more severe” (p. 403). But they hasten to
add that if crime payoffs are high, and detection is difficult, crackdowns do not work. In
more recent commentary James Q. Wilson (1994) emphasizes the diminishing marginal
returns of imprisonment. He estimates that “doubling the prison population probably pro-
duces only a 10% to 20% reduction in the crime rate” for two reasons: first, judges already
send the most serious offenders to prison (and always have done so); second, the most se-
rious offenders typically get the longest sentences and “age slows us all down, mugger and
victim alike” (p. 38), with the average violent criminal career lasting only about 10 years.
Thus, if we continue to increase the rate of incarceration and the length of sentences of
convicted offenders, we must “dip into the bucket of prisoners eligible for parole, dredg-
ing up offenders with shorter and shorter criminal records” (p. 38) and less and less po-
tential for violence.

Currie (1985), representative of dovish scholars, argues that the weight of American and
cross-national evidence is that neither general deterrence (high incarceration rates and
strong punishments) nor specific deterrence (e.g., mandatory prison sentences and restric-
tions on parole) reduce crime. He suggests that tougher sanctions deter drunk driving and
family violence because these are the only crimes the American criminal justice system has
treated lightly in the past (Currie, 1985, pp. 68 – 69, 72 – 75, and 230 – 231). If police offi-

cers, prosecutors, and judges had been as remarkably lenient in dealing with murderers,
rapists, and armed robbers as they were with drunk drivers and wife (or husband) beaters,
a sudden crackdown would have similar effects. But, in fact, for almost all crime, punish-
ments have been severe whenever convictions were obtained; making them still more se-
vere has had no effect.6

Both Wilson and Herrnstein and Currie interpret the effect of the Bartley-Fox gun
law of 1974 in Massachusetts, which said that anyone caught illegally carrying a gun would
receive a minimum one-year prison term with no possibility of parole. Currie notes the
unanticipated consequences: before the law was passed, about half of the gun-violation de-

Wilensky_CH14  3/14/02  1:59 PM  Page 518



Mayhem, �isk, and Safety

519

fendants were released without conviction; but two years after, four in five got off free.
Apparently the tough penalty “spurred defendants to go to trial to seek acquittal” rather
than plea bargain. “Accordingly, there were more verdicts of not guilty, more dismissals,
more appeals, and more new trials” (p. 63). Although Wilson and Herrnstein, in contrast,
point to “a reduction [after the gun law was passed] in the proportion of assaults, rob-
beries, and homicides in which a handgun was used,” they also note that the total num-
ber of such crimes either increased or stayed steady and that “calculating offenders” ap-
peared unaffected (p. 400).

Beyond these ambiguities are some facts that justify caution in accepting the idea that
the United States has a high crime rate because it is soft on crime:

1. The prison boom in the United States coincided with a rise in the crime rate, especially of
violent crimes. Since the early 1970s incarceration rates have climbed fast; after 1985 they
accelerated (U.S. Bureau of the Census, 1991, table 334). In the 1980s, the crackdown on
crime took the form of mandatory minimum sentences, restrictive parole policies, and
the increased use of the death penalty. The American prison population more than dou-
bled in the 1980s; by 1988, we were spending $19 billion per year on prisoners (ibid.,
table 318). By the end of the century, we achieved the highest known incarceration rate
in the world, about 1 prisoner for every 163 persons, a rate six times the European aver-
age. The trend continued in the 1990s: the Justice Department reported that 1 out of
every 167 Americans was in prison or jail at the end of 1995 (Wall Street Journal, Au-
gust 19, 1996). Inevitably, the prison boom outpaced the public’s willingness to pay for
more judges and jails; conditions deteriorated. Thus, although the U.S. allocates an in-
creasing percentage of its budget to penal institutions, they are increasingly overcrowded,
and violence within them has escalated. Among rich democracies at the other extreme,
the Netherlands imprisons only 1 in 2,500 of its population; Switzerland, 1 in 1,370;
Japan, 1 in 2,200. With such low incarceration rates, these countries can afford realistic
rehabilitation and more efficient separation of violent from nonviolent prisoners.

The percentage of young men (18 – 24) declined from 6.6 in 1980 to 5.4 in 1989, a
sharp drop. Because young men commit most crimes, the crime rate should have gone
down substantially during the 1980s. In fact, it dropped only 0.6% and, most striking, the
rate of violent crime increased. The forcible rape rate climbed 14% from 1981 to 1990
while the rate of aggravated assault soared 46%; the murder rate dipped slightly in the
early 1980s but increased 9% from 1986 to 1990 (Federal Bureau of Investigation, 1990,
p. 50).7 A major reason that the prison boom fails to deter crime, especially violent
crime, is that American prisons are so efficient in socializing first-time offenders to a
violent criminal subculture. The result: the more imprisonment without rehabilitation,
the more recidivism.

2. �epeated declarations of wars on drugs followed by boasts of near victory were accompanied
by an increase in drug-related crime. In 1973, President Nixon announced that the United
States “has turned the corner on drug addition.” When hard-liner William Bennett
resigned as director of the Office of National Drug Control Policy in November 1990,
he reported that casual consumption of cocaine and marijuana had declined, especially
within the white middle class, as had emergency-room admissions and deaths from drug
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overdoses. He proclaimed that success was in sight; President Bush echoed the sentiment.
By fiscal year 1991, the U.S. was spending more than $10.4 billion for federal antidrug
programs, up from $1.5 billion in 1981; 7 in 10 of these dollars went to enforcement,
interdiction, and intelligence, only 3 in 10 dollars to prevention, treatment, education, and
research (U.S. Office of Management and Budget, 1992, Part 2, p. 123). In 1997 Con-
gress appropriated $16 billion for the drug war budget.

Scattered city reports (Time, Dec. 3, 1990, pp. 45 – 46) suggest that the tough drug
laws, tough talk, and intensified policing have the following effects: while there are fewer
deaths from overdoses, and may even be fewer customers, there are more drug-related
shootings, stabbings, and assaults, as street dealers fight over the slightly reduced number
of buyers. While the number of cocaine users has declined since the mid-1980s, total
consumption remains steady because the number of heavy users has increased (�ydell
and Everingham, 1994, pp. 1 – 2). An incidental effect of the criminalization of drug use
and stiff penalties for peddlers is the spread of heroin and cocaine to high schools in the
1980s; traffickers hired kids to sell to kids because juveniles receive more lenient punish-
ments. �egarding drug supplies, if the Columbian government disrupts the Medellin
cocaine cartel’s refining and transportation operations, dealers in Cali or Bolivia and Peru
step in to fill the void and heroin traffic from Southeast Asia is revived. Heroic interdic-
tion does seem to raise the price of drugs and increase profits for the cartels in the very
short run. Unfortunately, supply remains abundant while desperate addicts escalate their
robberies and violence to pay the price, and in the past 10 or 15 years the price of both
cocaine and heroin collapsed, despite intensified efforts at interdiction and punishment.8

3. Not only do American murder rates continue to climb in the face of all these crackdowns
but the percentage of murderers apprehended has declined. In the mid-1960s, the clearance rate
for murder was over 90%; by 1990, murder cases solved dropped to 67% (Federal Bureau
of Investigation, 1990, p. 14); in some metropolitan jurisdictions, below half.9 One reason
is the rising number of cases that are drug-related, where fear restrains witnesses from
speaking or in which the killer and victim are strangers, which makes murder more ran-
dom and fearsome and solving the crime more difficult. �andom killing on the street
with the body dumped in a back alley leaves few clues for detectives and spreads the fear
that it can happen to anyone (Simon, 1991, pp. 72 – 75).

4. Increasing the number of law enforcement personnel and increasing police efficiency may or
may not reduce violent crime. City studies by the Police Foundation show that increasing
random preventative patrols did not deter crime and that reducing police response time
to calls about specific incidents did not lead to more arrests (Sparrow, Moore, and
Kennedy, 1990, pp. 45 – 46). Thus, increasing resources devoted to traditional policing
would have little effect. However, there are hints in cross-national studies and in Ameri-
can experiments that transforming police missions and methods can contribute to crime
reduction. Consider the contrasting role of the police in Tokyo, where violent crimes are
few and gun control is strong and Oakland, where violent crimes are many and gun
control is nonexistent. A systematic comparison of a downtown police station in a
Japanese urban center and the Oakland, California, Police Department shows that the
ratio of police to population is much greater in Tokyo—six police officers for every
1,000 population compared to Oakland’s two.10 Equally important is the relation of po-
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lice to citizens. As in all of Japan, the police in Tokyo go so far beyond the traditional
emergency responses of the police in Oakland that it is practically a different occupation.
Tokyo police are scattered more evenly over the area in tiny stations containing two to
eight officers in two or three rooms, one used for short naps and eating. From these
kobans, they can fan out in all neighborhoods on foot. The purpose is not only law en-
forcement but also crime prevention. In addition to giving street directions and miscella-
neous advice, they are responsible for two surveys of the population of their area per
year. Although the patrol officers, especially the younger ones, resist this aspect of their
work (reports vary about how much of it is done and most police stations have assigned
“household visit specialists” to do it), it is clear that Japanese police officers know more
about the social structure of neighborhoods and where the problem families are than do
their American counterparts. They often confer with owners of boardinghouses and
janitors of apartments about changes in the neighborhood and the behavior of residents.
Because of this nonconfrontational interaction of police and community, citizens are said
to be more willing to report problems and potential problems to police. Even discount-
ing American criminologists’ tendency to romanticize the Japanese case—Bayley (1991,
pp. 97, 164) describes the Japanese police as a model of community policing—Japanese
policing is clearly less dangerous, less confrontational, less emergency-driven, and more
effective.

Where American police departments have moved in that direction it has paid off.
There is some evidence that in high-crime areas of American cities crime is deterred by
patrols—dozens of police officers on the street—combined with efforts at physical
restoration of the neighborhood. Beyond instituting foot patrols and neighborhood police
stations, the tactics include the following: interview residents door-to-door about their
concerns; clean up littered lots; tear down abandoned houses; paint over graffiti; repair
broken windows; install locks; blockade roads used by drive-by drug dealers; improve
lighting; reorganize crime-ridden housing projects. All this frightens local drug dealers
and their customers away or, at a minimum, weakens their criminal infrastructure, while
neighborhood residents are given hope that order can be restored (Sparrow et al., 1990,
pp. 3 – 29; and Wilson and Kelling, 1989, pp. 47 – 49).

Unfortunately, there are at least three barriers to an American transformation of police
missions and methods: lack of police and other resources devoted to community problems,
which reflects weak social consensus and weaker political will; a structure of government
that makes coordination of police and other agencies difficult; and the limitations of com-
munity policing where there is no “community.” American politicians prefer to dema-
gogue the issue of crime rather than educate their constituents about the need to pay for
public services to prevent and deter crime. For instance, in 1989, only eight officers were
assigned to the problem-solving Community Mobilization Project in the Wilshire district
of Los Angeles, a heterogeneous area of 300,000 residents (Wilson and Kelling, 1989,
p. 51). In the Oakland/Tokyo comparison, Oakland police were wildly overworked and
exposed to much more danger; the number of emergency calls per 1,000 population was
18 times greater in Oakland (Murayama, 1980, p. 24). To retrain police in new missions
and methods in numbers adequate to the task requires not only a reorientation of police
management but great increases in personnel and budget. A second barrier to community-
oriented policing is the fragmentation and decentralization of American government,
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which makes concerted action on any urban problem difficult. It is what John Mudd in
his book Neighborhood Services (1984) calls “the rat problem”: “If a rat is found in an apart-
ment, it is a housing inspection responsibility; if it runs into a restaurant, the health depart-
ment has jurisdiction; if it goes outside and dies in an alley, public works takes over” (p. 8).
To tell the police “Mobilize all relevant agencies to reduce visible signs of poverty and
decay in high-crime areas” is to ask the impossible. Finally, while the evidence is far from
conclusive, community-oriented policing apparently works best on issues that are minor
and in neighborhoods that need it least. For instance, Neighborhood Watch programs,
which encourage police-citizen collaboration, are an example of preventative community
policing, but they are seldom found in high crime areas. As James Q. Wilson (1990, p. 60)
suggests, an empathic partnership-oriented style of policing might be effective for removing
graffiti but be ineffective with organized gang wars conducted with AK-47s.

In short, some reduction in some crimes is possible with a combination of community-
oriented policing, increased numbers of personnel, and major improvements in the ap-
pearance of housing and neighborhood. But that brings us back to where we started:
reduce poverty, inequality, and unemployment and cushion the shock of family breakup 
in crowded urban settings, and you will reduce violent crime. But more traditional polic-
ing alone or more community-oriented policing will have little effect where there is no
community.

In sum: America’s high rate of violent crime cannot be explained by a permissive cul-
ture that is soft on crime. For three decades, the United States has had increasingly tough
laws on crime and drug use; its incarceration rates, already high, became the highest among
industrial countries; the prison boom coincided with a rise in violent crime; wars on
drugs—interdiction of supply, arrests of dealers and users—were accompanied by an in-
crease in drug-related crime and a decreasing rate of apprehension of murderers; increasing
efficiency of and resources for traditional policing has had little effect, although it is likely
that increasing resources devoted to community-oriented policing if combined with an at-
tack on the root causes of violent crime would have some effect. Of course we cannot
know what the violent crime rate would have been if no crime crackdowns occurred. But
the advocates of crackdown must accept a burden of proof that they have not yet met.

From 1993 through 1998 there was a substantial decline in the murder rate in several
of the most violent American cities. It is too early to say that this is a trend or to know
the importance of community policing relative to the structural shifts discussed above.
Those years did see a shift in numbers and missions of police. In New York City, for in-
stance, more officers patrolled the streets, more undercover agents bought drugs and guns
and collected intelligence on gangs; there was more cooperation among city, state, and fed-
eral law enforcement agencies, more arrests for minor “quality-of-life crimes”—which pro-
vides search warrants and the seizure of guns and arrests for gun possession. Simultaneously,
however, during the early and mid-1990s the percentage of violence-prone 15- to 24-year-
olds was declining both in New York City and the country, unemployment rates were
dropping, job creation accelerating, and even poverty and inequality were declining—the
product of large 1993 increases in the Earned Income Tax Credit for the working poor
and a steadily expanding economy in which the lowest wage began to increase in real
terms. In short, the crackdown aspects may have played a role, especially since community
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policing did advance, but reductions in poverty, inequality, unemployment, and number of
youths; improved gun control; and more job opportunities were also evident. A minor con-
tribution came from trauma center improvements in the 1990s; such centers remove po-
tential murder victims from the statistics; they appear as injuries. Some observers of the drug
trade suggest a final structural shift in the 1990s that may have lowered murder rates in
some urban centers: older drug kingpins, the big businessmen of the trade, have consoli-
dated their power and suppressed the random violence of teenage gangs competing for sta-
tus and territory so common in the 1980s; ironically, this more-efficient criminal organi-
zation for drug distribution reduces street warfare and hence murder rates (Skolnick, 1997).

Finally, as always, localized police crackdowns often shift the locus of violence. Because
of the New York City gun-control campaign, gun traffickers have moved to the Carolinas
and Florida. For the country as a whole, there has been little drop in violent crime. In 1994
Americans suffered 42.4 million crimes, 10.9 million of which were violent; the violent
crime rate has been essentially unchanged since 1992, following a slight increase from a
very high level between 1985 and 1991 (Dilulio, 1996).

A Comparative Analysis of Mayhem

Murder rates, although they are a clue to broader patterns of violence affecting large pop-
ulations, do not exhaust the threats to individual peace and stability. To broaden the dis-
cussion of risks and compare the performance of democratic governments in enhancing
safety, I devised a measure of mayhem and applied it to our 19 rich democracies.

The Wilensky Mayhem Index

This is based on four external threats to the person from the social and physical envi-
ronment for which reasonably reliable data are available in the 19 countries. These threats
are usually unpredictable, often catastrophic, always momentous, and can be reduced by
public policy. The four that fit that concept and cohere (are highly correlated with one
another and through time) are deaths from homicide; deaths from fire; unemployment rates; and
divorce rates that are unaccompanied by economic and social cushions against the shock
of divorce.

Candidates we eliminated include deaths from any of the following: industrial accidents,
auto accidents, diseases of the circulatory system, ulcers, cirrhosis of the liver, pregnancy and
childbirth, and suicide. We also eliminated deaths from war or disruption of life from a
military draft and several natural hazards. The rationale: Although deaths from industrial
accidents fit the concept of unpredictable, momentous external threats (dangerous working
environments), they are unrelated to our four indicators of mayhem. They are treated sep-
arately in chapter 15. We reluctantly eliminated deaths from auto accidents or, more
broadly, transportation accidents (including auto, cycle, pedestrian) on three grounds:

1. An unknown component of suicide is in these figures; anyone who has driven in
Italy, France, or Texas can confirm this.

2. We cannot sort out the thermal, mechanical, physical, and human causes of these
accidents. Even the weather plays its part. Although public policy may have some effect
(funding for rapid transit, taxes on gasoline), the effect may be minor.
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3. The rates appear to be related simply to whether the country has wide open
spaces. Thus, Australia, Canada, and the United States lead in deaths from motor
vehicle accidents per 100,000 population and are among the top six in deaths from all
transport accidents, while the bottom seven in auto deaths and bottom six in transport
deaths are small (e.g., Sweden, Denmark, Norway) or crowded countries (e.g.,
Netherlands, Japan) with good rapid transit systems (OECD, 1986a, pp. 156 – 158).

However, transportation accidents are the leading cause of violent deaths in 19
OECD countries. So, for those impressed by slaughter on the highway or who are
intrigued by Jean-Luc Goddard’s film “Weekend” (1967), a vision of the traffic jam as
hell, here are figures to show that these deaths are related to our mayham scores:

Deaths from transport accidents per Mayhem Index
100,000 people 1980 or most recent year Score Average

1980 1988
High (25–27) 6.8 7.2
Medium (18–22) 4.3 5.2
Low (12–15) 3.8 4.7

With the above caveats, we can view transportation death rates as validation of the may-
hem index as a broad, coherent measure of national performance in reducing risk.

We exclude suicide not only because of poor cross-national comparability (among other
problems, Catholic countries probably undercount suicides) but also because it is an attack
on the self, and the literature generally shows an ambiguous relationship between homi-
cide and suicide (in our 19 countries the correlation for 1970 is only �.10). Durkheim’s
conclusion of 1897—“suicide sometimes coexists with homicide, sometimes they are mu-
tually exclusive; sometimes they react under the same conditions in the same way, some-
times in opposite ways” (Durkheim, 1951 [1897], p. 355)—has stood the test of modern
social research. Similarly, deaths from cirrhosis, ulcers, heart attacks, and strokes can be
viewed as cumulative results of self-abuse and/or genetic factors. And pregnancy deaths are
unrelated to our four indicators and in a basic sense are a chosen risk. Some of these health
measures are analyzed in chapter 16 (on health performance).

We exclude rape, even though it fits my concept of mayhem very well, because no reli-
able, comparable cross-national data exist. The most thorough American study (Baron and
Straus, 1989), using state-level data necessarily limited to official police reports, is suggestive,
however. It shows that the same variables that explain homicide and related violence against
the person also explain rape rates: urbanization, unemployment, and economic inequality
lead to three proximate causes of rape, namely, gender inequality, pornography (an index of
sex magazine circulation), and social disorganization (six indicators of weak social integra-
tion—geographic mobility, divorce, lack of religious affiliation, households headed by males
with no females present, female-headed households with children, and the ratio of tourists
to residents as an indicator of transients who undermine normative constraints). Approval
of legitimate violence, a source of homicide in two other studies (Gartner, 1990; Archer and
Gartner, 1984), had no effect on rape rates. Except for pornography and perhaps gender in-
equality, these causes of rape are the same as the main causes of homicide.11
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�isks of disruption of life by military service or deaths and injuries from war are not rooted
in national social or political structures or domestic policies; they are mainly a matter of types
of wars, the alliance or pact position of the country, and its position in the postwar con-
frontations of the superpowers (Wilensky, 1975, chap. 4); it is hardly an indicator of social dis-
organization. Finally, although military effort (e.g., military spending/GNP averaged for 1966
and 1970) is moderately to weakly related to unemployment (r � .44), divorce rate (r � .40),
and homicide (r � .32),12 in the analysis that follows, when we add military spending in re-
gression equations testing our two models, its effects on mayhem are insignificant.

Finally, we eliminate natural hazards that vary by region and country and have nothing to
do with their social structure, culture, politics, policies, or economics—floods, tornadoes and
severe windstorms, hurricanes and severe tropical storms, earthquakes and severe tremors.13

The four components of the mayhem index—divorce rate per 1,000 married couples
(circa 1970, but for 1980 and 1988 only the rate per 1,000 population was available), homi-
cide deaths per 100,000 population (various dates), fire deaths per 100,000 population (var-
ious dates), and unemployment rates averaged for appropriate periods—are equally
weighted. Countries were arrayed from top to bottom on each dimension and natural cut-
ting points were drawn (where meaningful jumps in the numbers were apparent) to arrive
at a score of 0, 1, 2, or 3 for each component. Total mayhem scores can range from 0 to
12. Details and sources are in appendix I.

Because the meaning and coherence of this index are not obvious, here are a few com-
ments about the connections among the four components, using illustrations from the most
extreme case, the USA. Our discussion of homicide showed that family breakup and un-
employment are closely linked to homicide, each having an independent effect. Hence it is
understandable that we have strong correlations in our cross-national data among divorce,
unemployment, and homicide (which itself is correlated with many forms of violence).

But why would these three indicators of mayhem be so closely correlated with the
fourth, deaths from fire? Because they all reflect complex, long processes of neglect, which
we can see most easily in the American case: neglect of housing stock, of urban infra-
structure, of investment in human resources. At the extreme there are notorious sites of
urban decay such as the South Bronx, Harlem, Bedford-Styvesant, and Brownsville sections
of New York City, south central Los Angeles, much of Newark, parts of Chicago, Wash-
ington, D.C., and most other big American cities. As Mark Baldassare (1981a) observes,
buildings are abandoned after long deterioration; the “middle class” (really the upper-
working class and lower-middle class) flees, vacancy rates force lower rents, low-income re-
placements arrive—especially the unemployed poor, the single parents with large numbers
of children, the old poor with no family roots. Owners disinvest by deferring maintenance,
lenders refuse to finance mortgages or loan money for upkeep; services of heat and water
collapse; renters and landlords alike fall behind in their payments (rent, mortgages, taxes);
some of the landlords—one-building owners themselves squeezed—resort to arson and try
to collect insurance, others abandon their buildings and the city assumes ownership.

The people living in such areas, in or around the abandoned or deteriorated buildings,
face daily threats to their health, welfare, and safety: hallways become shooting galleries for
junkies; vandalism and muggings abound. In these jungles of decrepit housing, populated
by the isolated aged, by families without fathers, and by unsupervised youths (with unem-
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ployment rates of 40 – 50%), both murders and fires are common. In recent years, the sit-
uation in these areas has been exacerbated by the crack epidemic; it has brought brutal
struggles among competing gangs for control of this lucrative drug of choice. And every-
one involved is equipped with state-of-the-art firepower. Because schools and their play-
grounds are everywhere, children are often caught in the crossfire.

All of this is not confined to the trap ghettos. A study of North Carolina and an incident
in Oakland, California, illustrate my theme that fires belong in the mayhem index. In 1988, a
crack house in a respectable, racially integrated, working-class neighborhood in East Oakland
was the scene of two fires: in the first, the dealers torched a young woman after dousing her
with gasoline for failure to pay a $50 drug debt. That was swiftly followed by a firebomb
thrown into the dealers’ apartment. Local homeowners, who had organized a neighborhood
watch, assumed that the crack house was razed either by an irate relative of the severely burned
user or one of the many frustrated neighbors who for two years had been pressuring the po-
lice, the landlord, and the city to bust the crack house. (The source is newspaper accounts and
personal interviews with neighborhood organizers and a drug prevention official of Oakland.)

In North Carolina, it turns out that death from burns is common among young chil-
dren. Analyzing the 191 fire deaths that occurred in the 13 months following January 1,
1989, and excluding arson, Gugelmann (1989) compared the 155 situations where fires
were fatal with 284 nonfatal fires matched for type and time. He found that family struc-
tures and child-care arrangements were the main causes of fire deaths among children under
five, the typical victims of residential fires. Single parents in poverty with poor child-care
arrangements—the child who died was taken care of by no one or by a drunkard, a drug
addict, or someone who is bedridden, deaf, or otherwise handicapped for the purpose of
child care—evidenced a rate of death by fire seven times greater than two-parent families
without gross pathology, parents who are not drunk, not absent, nor inattentive. Again, we
see the correlation of poverty, family breakup, child neglect, and fires.14

Intercorrelation of the four components of the mayhem index for each year for which we
have data—1970, 1980, and 1988—(4 � 4 matrices)—show that 15 of 18 correlations were
positive, 9 of them significant; the other three had zero correlation. The correlations decline
slightly from 1970 to 1988, with unemployment showing the most drop (near zero r’s for
unemployment averaged 1985 – 89). We therefore eliminated unemployment and redid the
mayhem index with only three components (divorce, murder, fire). With that index, the re-
sults of the analysis below is slightly stronger. The correlations of the two indexes range from
.88 to .95. We retained the four-component index because it is more theoretically apt.

Theory and Hypotheses: What Causes Mayhem?

Drawing on results from the analysis of homicide in the United States and applying my
general scheme for analyzing both convergence (industrialization and its correlates) and di-
vergence (types of political economy and their correlates), we can explore two causal mod-
els for explaining mayhem. The first starts with per capita GNP in 1966 – 71 as a measure
of levels of industrialism (affluence), which, as we have seen in chapters 8 and 9, leads to
increased mobility and a societal emphasis on meritocracy. Mobility and meritocracy are
here measured by intergenerational mobility (sons of working-class fathers moving up to
nonmanual occupations; there are no data on daughters); the percentage of working-class
sons and daughters in higher education (1965 and 1970); higher education enrollment ratio
(average of 1965 and 1970); and higher education expenditures per capita averaged for 1965
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and 1971. Each component was scored 0, 1, or 2, and equally weighted (see appendix I for
scores and details). Total scores range from 0 (Austria and Ireland) to 8 (USA, Canada).

Because we lack data for New Zealand on both mobility dimensions, we dropped it.
Because of the positive correlation between occupational mobility and educational mobil-
ity, where we lacked data on one or the other variable we scored each case (H, M, L) ac-
cording to the variable for which we had data. (See appendix I for details and a compar-
ison of residential mobility rates, closely related to the mobility rates we use here.)

All of the higher education enrollment and expenditure variables between 1965 and
1980 are highly intercorrelated so that any meritocracy measures we use to construct this
index would yield the same results. In short, the index measures relatively stable structures
of mobility and meritocracy.

We use higher education enrollment ratios and expenditures as indicators of a coun-
try’s emphasis on meritocracy on the assumption that higher education still remains
meritocratic. A society with a high enrollment ratio (e.g., a quarter to half of 20- to
24-year-olds were in postsecondary education as early as 1965 – 71) that also invests rel-
atively large sums in higher education per capita is a society that acts out the value of
equality of opportunity. Despite the egalitarian thrust of movements to increase access
and reduce tracking and selection by ability, modern universities, colleges, and techni-
cal institutes remain essentially meritocratic (see chap. 1). That investment in higher ed-
ucation is meritocratic is further confirmed by its negative correlation with the rest of
the welfare state (social security/GNP), which is more egalitarian and collectivistic
(chaps. 5 and 6).

Minority-group cleavages in this model is a second source of mobility and meritoc-
racy; as we have seen in chapter 9, democratic governments everywhere are responsive
to the mobility aspirations of ethnic, racial, and religious groups. The public sector opens
up first, the private sector follows. Whatever the ambivalence of minority groups about
the conflict between equality of opportunity and equality of results, the net outcome is
expanding opportunity for upward mobility, whose universal effects are to reinforce mer-
itocratic values. Whether the upwardly mobile person who escapes from poverty, the
working class, or an impoverished minority group extends a helping hand to those left
behind depends on structures for cross-class solidarity—for instance, the strength of such
broad-based associations as multi-industrial unions and churches. But even where social
solidarity is strong, the central tendency for ambitious mobile men and women is to dis-
tance themselves from their origins. The limited research on the political and ideologi-
cal impact of mobility suggests that whether the mobility is up or down, it has similar
effects: the upwardly mobile identify with the class of destination, while the downwardly
mobile cling to the class from which they are falling, expecting or hoping to return (for
a review of evidence, see chap. 1, p. 47ff.; Wilensky and Edwards, 1959; cf. Curtis and
Jackson, 1977, pp. 145 – 146.) The ultimate outcome is to reinforce a reciprocal alien-
ation among the poor, the near-poor, and the comfortable majority. This can take the
form of group conflict as an upwardly mobile minority (e.g., Korean or other Asian im-
migrants in multiethnic neighborhoods) looks down the ladder they are climbing at a
nonmobile minority (e.g., poor blacks) with resentment and contempt. That such hos-
tility is reciprocated was evident in the Los Angeles race riots of May 1992 where about
8 in 10 of Korean stores were burned or looted by rampaging blacks, many of whom
were shouting epithets at Koreans and Chinese (Hu, 1992). The interaction of mobile
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and nonmobile minorities with one another and with dominant groups creates a climate
ripe for mayhem.

In the first model, minority-group cleavages reinforce the relationship between affluence
and mobility/meritocracy, thereby increasing mayhem.

I now turn to data testing this model for our 19 countries.

Trends in Mayhem 1970–88

For each component of the mayhem index, the trend since 1970 is up. Table 14.2 shows
the mean rates for 1970, 1980, and 1988 for fire deaths, homicide deaths, divorce, and un-
employment as well as the average scores for the four-component index of mayhem used
in the analysis and the three-component index excluding unemployment.

Together with the results of my analysis of trends in murder rates in the United States,
these cross-national comparisons of a broader measure of risk can be interpreted as con-
firmation of convergence toward high rates of mayhem as rich democracies become richer.

As a general tendency, this holds up even when we control for types of political econ-
omy, although now the pattern is not as strong.

Table 14.3 shows that within each of five types of political economy, the average may-
hem score climbs over time. But it also shows that 8 of the 19 countries, whether they start
high or low, evidence no substantial increase: 6 are roughly stable (Sweden, Finland, Israel,
USA, Canada, Ireland); 2 actually decline (Austria down from 5 to 3, and Japan down from
3 to 1). The central tendency, however, is clear: the more affluent, the more mayhem-prone,
confirming an advanced industrialism theme. Because the spread in the 1970 scores is greater
than that in the 1988 scores, “convergence” is the right word to describe this pattern.

Note, however, that these mayhem scores for each date are relative, not absolute, and
therefore are not strictly comparable over time. For example, when I say Japan’s mayhem
score declined from 3 in 1970 to 1 in 1988, those are scores reflecting the relative position
of Japan for each year within a general trend upward, including the trend in Japan.

 . Means of mayhem variables and the index 1970 – 88

aU.S. excluded as an extreme outlier. But including U.S., the results are similar: 1970—1.64; 1980—
1.85; 1988—3.65.

bThe mean of the crude divorce rate is shown here for comparability with later years.
cAverage of 1960 – 75 for 1970; average of 1975 – 84 for 1980; average of 1985 – 89 for 1988.
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Industrialization and Its Correlates

Fitting the language of interpretation above to a path diagram (figure 14.1)—a causal
model of industrialism and minority cleavages as the roots of mayhem—we obtain some
strong results.

If we ignore the constraining influence of those political economies that achieve above-
average levels of social and political consensus, we have a simple finding: richer countries
that have intense conflicts between ethnic, racial, religious, or linguistic groups provide high
and often expanding mobility opportunities; in practice and doctrine, they emphasize mer-
itocratic values. Mobility and meritocracy, in turn, foster mayhem. Neither affluence nor
ethnic conflict has a significant direct effect on mayhem, after controlling for mobility and
meritocracy. Because relative levels of mayhem are stable over time as are structures of mo-
bility and meritocracy, using earlier dates for mayhem scores (1970, 1980) yields very sim-
ilar results (e.g., correlations between mobility and meritocracy and mayhem are about .60
for all three dates).

Types of Political Economy: Explaining National Differences in Mayhem

The second model emphasizes types of political economy as they shape the welfare state
and particular social policies as these, in turn, shape the income distribution, especially the
poverty rate and the distance between the rich and the poor. Equality and poverty reduc-
tion then reduce mayhem. Thus, in the context of the trend imposed by industrialism and

Affluence
1966-71

Mayhem
1988

Minority-Group
Cleavages

Mobility and 
Meritocracy

.79

.61

.43

.56

.40

.56

Figure 14.1. Affluence, minority-group cleavages, and mobility and meritocracy increase mayhem,
1988*
*N=18; New Zealand missing on Mobility-Meritocracy Index. All path coefficients significant at p < .05. Ad-
justed �2 for Mayhem = .33; adjusted �2 for Mobility-Meritocracy = .65.Variables defined in text.
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its correlates, what democracies do to arrange the interaction of interest groups, parties, and
public bureaucracies, what taxing and spending they undertake, and what policies they im-
plement, are important determinants of risk and safety for their citizens.

A first step in testing this scheme is to examine the interaction of social spending, equal-
ity, and mayhem. Table 14.4 presents three measures of income equality—in essence the
share of gross household income going to the richest fifth of households, the share going
to the poorest fifth (a measure of relative poverty), and the ratio of the two (roughly, the
distance between the well-off and the poor). The table also presents the most general mea-
sure of aggregate social spending (social security/GNP or welfare effort) and the mayhem
scores and ranks. The correlation between 1980 social spending and income equality (using
the ratio measure, circa early 1980s) is .42 (p � .05).15

The average mayhem scores for each grouping of countries are shown in table 14.5.
The averages are consistent with the hypotheses: the more social spending, the more

equality; the more equality, the less mayhem. But the averages of this ratio measure of equal-
ity may obscure deviations from the patterns as well as the effect of other measures of
equality in table 14.4, that is, what kinds of equality count most and least.

From table 14.4 we can say the following, concentrating first on the pattern and the de-
viant cases, and then on two types of income equality.

. Social spending and equality. In the 1980s, of the six welfare-state leaders (highest
percentage of GNP devoted to social spending 1980), four are most egalitarian (as mea-
sured by the distance between the rich and poor); in income equality, they are high
(Sweden, Belgium) or high-medium (Netherlands, West Germany). In contrast, of the
eight lowest in social spending, seven are least egalitarian; in income equality, they are
low (New Zealand, Switzerland, Australia, USA) or medium-low (UK, Canada, Israel).
Japan is the only egalitarian lean spender—and its social spending has been rising rapidly
since the early 1970s (Shiratori, 1985, p. 210), while its already low mayhem scores have
been dropping from 3 in 1970 to 1 in 1988.16

. Equality and mayhem. Of the eight most egalitarian countries (H or HM equality
by the ratio measure), only two (Belgium and Finland) score above average in mayhem
in 1988 (a score of 6 or more). Of the nine least egalitarian countries (ML or L), seven
score above average in mayhem. The exceptions—inegalitarian but below average in
mayhem—are Israel and Switzerland. What distinguishes these two is the central place of
military service: in both countries, all men must serve long periods in the armed forces;
Switzerland adds a volunteer contingent of women, Israel drafts women. In countries
riven by social cleavages, a citizens’ army is doubtless a strong source of social integration.
It may offset the effects of a regressive income distribution.

. Measures of equality and mayhem. The correlation between the ratio measure (dis-
tance between rich and poor) and 1988 mayhem is .43. The correlation between the
share of income received by the bottom fifth and mayhem is even stronger: �.52. How-
ever, the correlation between the share going to the well off and mayhem is near zero.
Earlier years yield similar results. Put crudely, bashing the rich will not make you safer,
but reducing the distance between the rich and poor or simply reducing poverty will
help a lot.
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 . Percentage share of household income by percentile group of households (circa early
1980s), social-security spending, and mayhem, 1988

aIncome shares are from the World Bank, World Development �eport 1990 (Oxford University Press,
1990), p. 237, derived from surveys that estimate the percentage share of gross (rather than disposable)
household income by percentile group of households. Although these data should be interpreted with cau-
tion, similar attempts yield roughly the same rank order among these countries. For example, Hannu Uusi-
talo (Income Distribution in Finland: The Effects of the Welfare State and Structural Changes in Society on Income
Distribution in Finland in 1966–1985, Helsinki: Central Statistical Office of Finland, 1989, p. 80), estimates
income distribution in seven of these countries (Canada, Finland, Israel, Norway, Sweden, United King-
dom, and the United States) based mainly on the Luxembourg Income Study. Computing the ratio of the
highest to lowest quintile shares of gross income per household, only Israel and Norway change relative
rank at all: Uusitalo ranks Norway more egalitarian by one rank and Israel by two. The results hold for
both gross income per individual equivalent and disposable income per individual equivalent. Similarly, if
we use his estimate of disposable income per household and compute the same ratio, we get a rank order
identical to that of the World Bank quintile ratios in this table, except for Norway which moves up one
rank in egalitarianism.

bData for 1978 – 79 for Belgium; 1979 for Japan, Norway, France, Israel, and United Kingdom; 1981
for Sweden, Finland, and Denmark; 1981 – 82 for New Zealand; 1982 for Switzerland; 1983 for the
Netherlands; 1984 for West Germany; 1985 for the United States and Australia; 1986 for Italy; 1987 for
Canada.

cSee text and appendix I. Scores of 8 – 11 � High mayhem; 7 � High-medium; 5 – 6 � Medium;
1 – 4 � Low.
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We are now in a position to go beyond aggregate social spending and equality to search
for the root causes of mayhem and learn whether public policies affect it.

Figure 14.2 further tests our second model to explain national differences.
Corporatist democracies pursue family policies that permit working parents to balance

work and family demands and assure the care of children (see chap. 7). This is a powerful
counterweight to modern tendencies toward mayhem. Whatever these policies do to lower
tensions among hard-pressed family members (which could conceivably affect the divorce
rate), they clearly prevent the feminization of poverty and improve the supervision of chil-
dren (which, as we have seen, is essential for reducing violence and death by fire). Family
policies also play an important part in reducing class warfare by reducing the distance be-
tween rich and poor.

Not only do corporatist democracies adopt a wide range of family policies with benign
effects (r � .72), they also avoid heavy means testing—that is, stigmatized welfare systems (r
� �.51). There is also a negative correlation between family policy and a reliance on means
testing (r � �.50), suggesting that these are alternative policy paths. However, means test-
ing (public assistance either as a percentage of GNP or as per capita spending 1980) has only
an insignificant negative correlation with equality (�.26 or �.33) or poverty reduction
(�.24 or �.29) and, contrary to my hypothesis, washes out completely in the path analysis
whether the dependent variable is equality or poverty reduction. A possible explanation is
that the cash flow indicated by high per capita spending targeted to the poor through tough
means tests partially offsets the economic and political costs of an elaborate policing appa-
ratus designed to limit the income of the “undeserving” poor. So the net negative effect of
an obsession with means testing is not strong enough to increase poverty greatly.

As we have already seen in chapter 7, however, a family policy, rooted in corporatist bar-
gaining arrangements, does help to prevent poverty and to reduce inequality. In turn, coun-

 . Welfare-state laggards have most inequality and mayhem

Social spending Income inequality Average mayhem 
1980 1980s ratio score

1980 1988

Welfare-state leaders 5.7 4.3 5.1
(High SS/GNP)

Middle-rank spenders 6.0 5.3 5.5
(Medium SS/GNP)

Welfare-state laggards 7.6 5.5 6.0
(Low SS/GNP)

Income equality 1980s ratio

Most equality 4.3 4.6
(H and HM, 8 cases)

Least equality 5.7 6.7
(M and L, 9 cases)
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tries that aggressively pursue policies to reduce poverty and cushion the shock of family
breakup also reduce risk and increase safety.

Why does means testing have a direct independent effect on mayhem?17 Because it
makes the poor visible, fosters a politics polarized around issues of income redistribution
and, where the targeted poor differ from the majority in race, ethnicity, and/or religion, a
politics of descent. The result is the alienation of the well-off majority from the poor and
the poor from everyone else and a neglect of the problems of the poor. From the results
of figure 14.1 we can infer that all of this increases mayhem. That targeting benefits to the
“truly needy” either has no effect on poverty or slightly increases it, while it surely increases
mayhem, should give pause to its advocates.

Bringing the Two Theories Together:
Industrialization versus Types of Political Economy

We can now combine the models by examining specific countries and relating attributes
of structure to policy patterns and outcomes. Table 14.6 permits us to uncover deviant
cases, extreme outliers, and interaction effects obscured by the correlational analysis above.

First, the patterns at the extremes: The stars in mayhem, USA, Canada, and the UK,
have fragmented and decentralized political economies, strong ethnic cleavages, and weak

Family 
Policy

Mayhem
1988

Means-tested
Pub. asst./GNP

1980

Income
Inequality

1980

Corporatism
Score

.71

.49

.39

�.52

�.51

.72

r��.50

(p�.06)

Figure 14.2. Corporatism, family policy, and equality reduce mayhem; means-testing increases it,
1988*
*N=18; Switzerland excluded as a distorting case. Adjusted �2 for Mayhem = .43. Solid lines indicate path 
coefficients significant at p < .05; dashed line indicates path coefficient significant at p < .10. Inequality is the
ratio of top fifth to bottom fifth. See text.
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family polices; they strongly accent means testing and are mobile, meritocratic, and inegal-
itarian. Australia, with an above-average score of 7 on mayhem, fits the entire pattern ex-
cept for public assistance. New Zealand fits, except for its medium score on mobility and
meritocracy. Conversely, the nine countries with low mayhem—Sweden, Norway, Israel,
Austria, the Netherlands, Italy, West Germany, Switzerland, and Japan—are all corporatist,
with or without labor.

All of these “safe” countries vigorously pursue expansive family policies (high or
medium-high) except for Switzerland and Japan; only the Netherlands and Japan accent
means testing (H, HM). Six of the eight for which we have data are quite egalitarian (H
or HM). I have already discussed the two deviant cases—Switzerland and Israel—whose
citizen armies have an integrative effect offsetting inegalitarian tendencies.

We see the correlates of industrialization operating clearly at the extremes. Of the five
countries scoring highest on mobility and meritocracy (USA, Canada, UK, Australia, and
Israel), only Israel has a mayhem score below 7. Of the five countries scoring lowest on
mobility and meritocracy (Austria, Italy, West Germany, Japan, and Ireland), only Ireland
has a mayhem score above 5. The correlation of this index with industrialization (GNP
per capita, 1966 – 71, not in the table) is quite strong: .69. Thus, because there is a conver-
gence in riches, with the least-rich democracies among our 19 catching up to the most-
rich (see chap. 1), we can perhaps expect a concomitant convergence in mobility and mer-
itocracy. The correlation of this index with means testing is equally strong (.67), validating
the idea that mobile populations embracing a meritocratic norm express it by hostility to
the poor.

What about minority-group cleavages, said to be the root of the U.S.’s problem of crime,
violence, and mayhem? As we have seen in our analysis of homicide rates, such cleavages
alone may create trouble. But several countries with strong cleavages evidence a much
calmer daily life. What table 14.6 suggests is that intense minority-group conflict without
the constraining influence of consensual bargaining arrangements (some form of corpo-
ratism) results in medium to high mayhem. Thus the USA, Canada, the UK, Australia, and
New Zealand all score at least an above-average 6 in mayhem. Strong cleavages combined
with any form of corporatism, however—Israel, Netherlands, Switzerland—result in low
mayhem (no score above 4).

Belgium is the exception—the purest deviant case in the entire table: although it is cor-
poratist in its bargaining structure, avoids an emphasis on stigmatized public assistance, and
scores high in social spending, family policy, and equality, it is an above-average 7 on may-
hem. In 1970, however, it was a below-average 4. And the increase from 4 in 1970 to 7 in
1980 and 1988 is due almost entirely to high unemployment. Eliminating unemployment
from the index—using a three-component index for all countries—Belgium falls to a may-
hem score of 4, its “proper” place in the table.

In sum: Although mayhem has increased since 1970 in 11 of our 19 rich democracies
and decreased only in low-scoring Austria and Japan, and although affluence and its cor-
relates, mobility and meritocracy, explain much of the cross-national variation, types of po-
litical economy count. Democratic corporatism provides a general offset to modern ten-
dencies toward mayhem because it opens up channels for shared power by economic
interest groups. It fosters high rates of citizen participation through workplace participa-
tion schemes (see chap. 3) and through some form of proportional representation (chap. 2
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shows that P� is a major source of corporatist bargaining systems). More directly, corpo-
ratist democracies tend toward high social spending, itself a powerful source of consensus
(Wilensky, 1975), and they avoid divisive public policies such as welfare benefits that are
heavily means-tested, stigmatized, and visibly targeted to the poor. Finally, they pursue both
social and economic policies that increase equality and reduce poverty (e.g., fiscal policies
that permit the funding and implementation of family policies and/or active labor-market
policies)—the strongest proximate causes of reduced mayhem.

Consensual bargaining arrangements in the polity and economy and their policy out-
comes not only offset general tendencies toward mayhem rooted in industrialization; they
also offset the unhappy effects of strong minority-group cleavages, which otherwise create
much mayhem, as we saw when we compared such unruly countries as the United States,
Canada, and the UK with such calmer countries as Switzerland and the Netherlands.

Notes

�evision and elaboration of a lecture to Harkness Fellows at the Institute of Governmental Stud-
ies, University of California at Berkeley (Spring 1991).

1. The eight richest of our rich countries are listed in descending order of GNP per capita in
1960. Switzerland, ranked sixth in affluence, is deleted as an exception; it has a low and stable rate of
violent crime requiring separate explanation. Further, one country among the least-rich 10 also had
a relatively high and increasing homicide and assault rate—Finland. (Gurr, 1979, pp. 363 – 364.)

2. �alph Catalano (1991) provides a thorough assessment of the validity of research on the health
effects of economic insecurity. He disentangles community-level indicators from individual experi-
ences and is skeptical of Brenner’s conclusions about mortality and his precise numbers of added dis-
ease cases but still concludes that economic deprivation fosters specific physical and psychological dis-
orders as well as the increased use of mental health services.

3. Although at the same low socioeconomic level, blacks in this cohort study did have a higher delin-
quency rate than whites (53–36%) (Catalano, 1991, p. 54). A recent review of U.S. evidence on homi-
cide victims by race and SES again shows that low-SES blacks are more likely to be victims than low-SES
whites, but at higher levels these race differences are sharply reduced (�eiss and �oth, 1993, pp. 129–131).

4. Consistent with the point that poverty alone cannot explain homicide rates is a study of Lati-
nos in 111 American cities. It shows that the Latino murder rate in 1980 was increased by popula-
tion density and inequality (especially inequality of family income within Latino communities) and
decreased by education, as expected. But absolute poverty rates did not predict homicide—in fact,
the more Latino poverty in a city, the less Latino homicide (Martinez, 1996, p. 138). The stronger
family networks and lesser isolation from job networks of Mexican immigrant poor described in the
Chicago studies are the likely explanation; they are powerful offsets to the effects of poverty.

5. A complementary theory explaining American crime is cultural and social psychological.
�obert Merton’s classic essay on “Social Structure and Anomie” (1957) suggests that American
crime is rooted in a disparity between the success ideology and institutionalized means for achieving
success.Youths in poverty areas, he argues, internalize the American success ideology, but when they
encounter barriers in the occupational structure, they become alienated and turn to crime; blocked
mobility inspires criminal careers. Some of the data discussed above confirm this: there is an element
of normality in these criminal careers, a sign of rational economic choice. But there is also evidence,
especially from ethnographic accounts of both criminal gangs and lone criminals, of an aggressive ni-
hilism that could hardly be called the internalization of the American Dream. (Cf. Howell, 1973,
pp. 313 – 323; and Sullivan, 1989.)
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6. �egarding the Chicago delinquents: Charles A. Murray and Louis A. Cox (1979) published
an evaluation of the mid-1970s Unified Delinquency Intervention Services (UDIS), a project that
offered hard-core delinquents a wide range of alternatives to imprisonment. Their study has been
widely cited as proof that imprisonment reduced the number of arrests after “treatment” more than
did the rehabilitation strategies. Currie (1985, pp. 72 – 75) shows that this claim is not supported by
the data. E.g., while imprisonment in an Illinois Department of Corrections Institution “suppressed”
delinquency by more than two-thirds, both the out-of-town camps and “intensive care” in group
residential centers or psychiatric hospitals had even greater effects while at-home placements for a
year had almost as much effect as imprisonment and were much cheaper.

7. An additional factor that should have pushed the homicide rate down is the spread of trauma
centers, trauma teams in helicopters, and improvements in emergency room technology and proce-
dures. Many gunshot and stabbing victims who would have bled to death before the 1980s were
saved.

8. �assmussen and Benson (1994) report that the real retail price per pure gram of cocaine is
now about 15% of 1978 levels while the price of heroin per pure milligram is about 20% of early
1980s levels. They roughly estimate that between a quarter and a third of the 1.2 million persons in
prison or jail in the U.S. in the early 1990s were doing time for violating drug laws. This diverts re-
sources that could otherwise go to locating and isolating the most violent criminals, to the supervi-
sion and treatment of drug abusers, and to education for reduced demand.

9. These clearance rates are a product of gentle manipulation and are probably inflated. As David
Simon observes in Baltimore (1991, pp. 186 – 187), a murder case in some places is reported as cleared
as long as someone is locked up, whether for a week or a lifetime, and even if the case is later dismissed.

10. The following account is based on Ames (1981) and Bayley (1976, 1991) and an unpublished
study by Masayuki Murayama (1980, 1989). The Tokyo district in Murayama’s study had 101,067
population (1977), much more densely settled than Oakland’s 328,000 (1978). The two areas had
about the same number of policemen (600 Japanese, 608 Americans). They were similar in stratifi-

cation (mixed blue collar and white collar, lower class and middle class, students and juveniles who
gather for excitement). The Tokyo district was one of the major business, commercial, and enter-
tainment centers in the prefecture. At its core was a railway hub; other neighborhoods in the area
were dominated by bars, hotels, cabarets, etc. A great many commuters worked in the area. Its crime
rate, for Japan, was high. In short, it was reasonably comparable to Oakland. Although this down-
town Tokyo area is much smaller than the city of Oakland, the response time for calls was about the
same: Japanese cars move through congestion at the pace of a bicycle.

11. In 1980, California, Colorado, Alaska, Arizona, and Nevada led in recorded rape. Four of the
five were also among the top 20 states (of 50) in 1980 murder rates. Colorado was 30th.

12. Eliminating the United States and Israel, two outliers on military spending, the correlations
are .27 with unemployment, .65 with divorce rates, and �.30 with homicide.

13. A study of such natural hazard victimization rates from 1970 to 1980, based on a household
national telephone survey (�ossi et al., 1983), found that the four natural hazards I have listed were
experienced by households more often than other “noxious events” such as drug and alcohol addic-
tion, personal bankruptcy, or arrest but less frequently than unemployment, auto accidents, and mar-
ital dissolution. Few of the natural hazards involve personal injury, and the dollar costs to the indi-
vidual are modest (the median is less than $100, although the median for property damage ranges
from $800 for hurricanes to $3,000 for floods).

14. For the United States as a whole, deaths from house fires occur most often among young
children (1 – 5 years old), the elderly, among blacks (three times as often as whites), and among the
poor (nine times the rate of nonpoor). Social pathologies combine with dilapidated housing to pro-
duce this result and give America the lead in house fire deaths.
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15. These measures of equality were available for only 10 of our countries for 1970. The corre-
lation for that year between mayhem 1970 and income equality (ratio of the share of household in-
come of the well-off to the share of the lowest quintile was �.48).

16. Despite lurid stories and films about the Japanese Mafia, the rates of violent crime in partic-
ular, and mayhem in general, remain quite low in Japan.

17. �elevant (and typical) regression results with mayhem as dependent variable (Austria, Ireland
and New Zealand are missing data and are excluded):

ß
Poverty reduction—1980 –.44 (p � .10)
Means testing (PA/GNP 1980) .38 (n.s.)

A�
2 � .33 (16)

Excluding Switzerland and Japan as deviant cases, both betas are significant and the variance ex-
plained is 50%. These regressions use income share of the lowest quintile (poverty reduction), not
the ratio measure in figure 14.2.

Wilensky_CH14  3/14/02  1:59 PM  Page 539



540

15

TYPES OF POLITICAL 
ECONOMY, REGULATORY 

REGIMES, AND THE ENVIRONMENT

To explain national differences in performance in reducing environmental threats for 19
countries would require data not now available. The available literature seldom tries to
compare real outputs of environmental protection regimes. Almost all of the systematic
comparative studies of two or more countries concentrate on differences and similarities in
the policymaking or implementation process, not on success in improving the air, the water,
or public health (e.g., Badaracco, 1985; Brickman, Jasanoff, and Ilgen, 1985; Heidenheimer,
Heclo, and Adams, 1990; Lundqvist, 1980). Some suggestive data, however, are available for
14 of our countries in OECD studies of trends in air pollution from 1975 to the late 1980s,
for three countries’ performance in increasing occupational safety in the 1970s, for a few
countries’ policies and outcomes in coping with disabilities and nuclear energy risks, and
for 13 countries’ performance in reducing tobacco use in the 1980s. The data suggest that
types of political economy and public policies are important in explaining national differ-
ences in air quality, occupational health and safety, nuclear energy development and safety,
and rehabilitation of the handicapped but less important in explaining different rates of re-
duction in addiction to smoking.1

There is doubtless much exaggeration of environmental threats in modern societies. We
have seen in chapter 4 that less-developed societies have far more pollution and environ-
mental degradation than we have. As Joseph Gusfield (1981), Aaron Wildavsky (1988,
1995), and other students of culture and risk remind us, the scientific evidence of trends in
a social problem, from pollution and disease to drunk driving and crime, may have little to
do with the public attention given to it. The arts of media management and publicity, not
science, are what define a high risk.

Critics who attack environmental activists for their excessive passion and ignorance are
often themselves ideological. They tend to condemn regulatory regimes devoted to clean
air and water or occupational health and safety that have a reasonable basis in science as
much as they condemn dedicated fights against trivial or imaginary risks. In fact, the sec-
tarian zeal of environmental activists appears much more often in such controversies as the
cancer-causing effects of synthetic chemicals ingested in food grown with the help of pes-
ticides than it does in controversies about clean air, clean water, or occupational health. A
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leading student of aging and cancer, Bruce N. Ames (Ames and Gold, 1995), summarizes
the state of knowledge about cancer risks: about 35% of cancer deaths are attributable to
tobacco; 20% to 40% to dietary factors (e.g., insufficient intake of fruits and vegetables that
help reduce the risk of most types of cancer). Genetic inheritance, hormones, and chronic
infections that cause oxidative damage to DNA are also important. Lesser causes include
recreational sun exposure (a major factor only in skin cancers), medical interventions, obe-
sity, and decreases in physical activity. Harmful intakes other than tobacco are minor: only
4% to 6% of cancer deaths for alcohol. Synthetic chemical intake is a trivial source. “For
example, 99.99 percent of the pesticides we eat are naturally present in plants to ward off

insects and other predators. �educing exposure to the 0.01 percent that are synthetic will
not reduce cancer rates” (ibid. p. 143). Because half of the chemicals that have been tested,
natural or synthetic, are carcinogenic to rodents, extrapolations from the high doses tested
in rodents to humans have led to grossly exaggerated mortality forecasts.

A bizarre side effect of the exaggerated attention to synthetic chemicals in food is that
it diverts resources away from the two leading causes of a wide variety of deadly diseases—
smoking and an imbalanced diet—while the regulatory and protectionist regimes for agri-
culture increase the price of food. For a low-income family, a small increase in the price of
a food is enough to reduce consumption. The net effect: The poor and the near-poor of
the world not only smoke a lot, they also fail to eat enough vegetables and fruit and there-
fore die early, while the more educated and affluent live on (Ames, Profet, and Gold, 1990).
Egalitarians take note.2

No one can disagree with Ames’s conclusion: public policy must distinguish between
important risks and trivial risks. The work of such critics as Aaron Wildavsky (1995) is a
needed corrective for the unfounded claims that an avalanche of synthetic chemicals in the
air, the water, and our food is causing an epidemic of cancers. In the politics of social sci-
ence, like the politics of environmental policy, however, the critics often make more gen-
eral claims that the science base for all regulation is weak or nonexistent. An acrimonious
standoff is the most common outcome of both research and public debate.

Let us turn to some nontrivial risks where data permit exploration of national political
and policy differences that determine the effectiveness of government regulation.

Air Pollution

There is consensus that high sulfur-dioxide (SO2) concentrations combined with particu-
late matter (PM) in the air in our urban areas are a bad thing, a threat to health and the
quality of life. Before the Pollution Diet acted, many Tokyo citizens in the 1970s had to
don surgical masks on days of high air pollution. Today Los Angeles citizens are urged to
stay off the highways when smog alerts are declared. And China is notorious for its air pol-
lution. It relies on coal for 76% of its primary energy (versus 17% in Japan); the air in its
urban areas often has an acrid, sulfurous odor and the “Beijing cough” is heard everywhere.
Current science (Goklany, 1995, p. 354; OECD, 1991b, p. 36) suggests that SO2 aggravates
respiratory and cardiovascular diseases, alters the body’s defense systems against foreign ma-
terials, damages lung tissue, and in extreme cases (in Donora and London in the late 1940s
and 1950s where both high PM and SO2 levels were in the air) results in “excess” deaths.
SO2 also reduces plant growth, corrodes metal and stone in buildings and monuments, im-
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pairs visibility, and, through acidification of lakes and streams (acid rain, e.g.) injures aquatic
life. In short, despite complaints that environmentalists exaggerate the threat of pollution
(Douglas and Wildavsky, 1982, pp. 34 – 38, 50ff.), SO2 and related pollutants are nontrivial
in their effects. Happily, air pollution has diminished since 1970 in every industrial de-
mocracy, partly because of environmental protection regimes. Both absolute and per capita
SO2 emissions declined as did particulate matter except for the area of the former East Ger-
many (Goklany, 1995, p. 364). However, mainly because of increased automobile traffic and
mileage driven, nitrogen oxides (NOx ) which together with SO2 contribute to the forma-
tion of acidic compounds that harm plants and animals, have not declined except in Japan
(OECD, 1991b, p. 38).3

Table 15.1 shows that in the past two or three decades, while all rich democracies have
reduced air pollution, there are large differences in the rate of reduction. Although these
reductions of emissions of traditional air pollutants such as SO2 and NOx have been
achieved since the early 1970s partly because of slower economic growth, no one denies
the role of public policy: energy policies fostering more efficient use of energy, especially
of fossil fuels (through energy conservation and greater use of nuclear energy), environ-
mental protection policies (requiring cleaner fuels and emission control systems in power
stations and automobiles, using “green” tax incentives), and transportation policies (fund-
ing more efficient, cleaner rapid-transit systems).

Of course, the data on SO2 emission reduction in table 15.1 are merely suggestive: cities
are not strictly comparable; their degree of initial pollution and measuring methods vary.
But the differences are substantial and consistent with the idea that corporatist countries
have an edge in adopting and implementing environmental protection policies.

If we average country performance by type of political economy for either all the cities
in table 15.1 or for the largest cities only we find the following pattern:

All cities: mean reduction of pollution Big cities only
Corporatist including labor �66% �67%
Corporatist-without-labor �60% �65%
Noncorporatist �43% �43%

Countries that include labor in their national policymaking machinery have an edge in pol-
lution reduction. With or without labor, corporatist countries clearly outperform the rest.
The most prominent exception is the UK, the only noncorporatist country that scores high.4

The British exception underscores two general points. First, countries that differ in one
or two policy areas (health care or environmental regulation in the U.S. versus the UK)
may be very similar in most policy areas (e.g., fiscal and monetary policy, labor policy); even
the least-corporatist countries may have area-specific structures that foster collaborative bar-
gaining between government and industry in one policy domain, while in almost every
other way they remain decentralized, fragmented, and polarized. Second, the British case
may be the exception that proves the rule. David Vogel (1986), contrasting the styles of en-
vironmental regulation in the U.S. and the UK, argues that British law fosters decentral-
ized, discretionary, flexible implementation of broadly worded statutes and comparatively
few formal regulations, while American law fosters detailed statutes and regulations 
combined with frequent legislative oversight and judicial review, seeking to narrow 
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 . Corporatist democracies are most effective in reducing air 
pollution 1975 –late 1980sa

aFrom OECD, The State of the Environment (Paris: OECD, 1991b). Cities in which
5 – 10% of the population is concentrated; or industrial cities with high levels of pol-
lutants in 1980.

bBecause of large differences in regional governments, the performance of Milan
may not be matched by the south. E.g., the earlier study (OECD, July 1985) covering
only eight years shows �ome as a poor performer.

cData only from 1975 to 1983. OECD Observer 135 ( July 1985), pp. 12 – 26.
**Corporatist. Germany a marginal case.
*Corporatist-without-labor.
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administrative discretion. The regulatory process in Britain is secretive, informal, and non-
confrontational and involves government regulators’ consultations with business. The pro-
cess in the United States is public, formal, and confrontational with participation by busi-
ness and a wide range of other groups, depending on the current state of power struggles
and media attention. The costs in lawyers and the inspectorate are larger in the United
States (cf. Kagan, 1988; Wilensky, 1983; and chap. 12).Vogel attributes these differences to
contrasts in the culture of the business community and the consequent pattern of public
attitudes toward business and government-business relations. In the UK highly respected
civil servants—products of the Oxbridge network—politely request compliance; respectful
British industrialists defer, as gentlemen should. In the USA, in contrast, low-status civil
servants and populist politicians confront business executives who regard them as their so-
cial and intellectual inferiors, leading to a highly politicized adversarial process.

Yet, if we put Britain and the United States in the context of our 19-country compar-
ison, we find that they are brothers (sisters?) under the skin. They are members of a class
of least-corporatist democracies, all of whose mechanisms of conflict resolution are weak.
Adversarial legalism has taken up the slack in both countries. As chapter 12 shows, Britain
joins the United States, Canada, Australia, Ireland, and New Zealand among the top eight
in lawyer density—and Britain is first in the growth rate of lawyers. British consensual be-
havior and effectiveness in environmental matters is sector-specific. What looks like a major
difference between the United States and the United Kingdom turns out to be small in
cross-national perspective and smaller still when we consider other policy areas.5

Even if environmental regulation in the UK is an exception to the rule that fragmented
and decentralized political economies with unruly or weak labor movements tend toward
legalistic and intrusive regulation, it is an exception that is falling into line. During the
Thatcher-Major years aggressive deregulation and liberalization in many areas was com-
bined with equally aggressive reregulation. A study of the politics of regulatory reform in
several countries in telecommunications, finance, transportation and public utilities, and
broadcasting by Steven Vogel (1996) shows that the language and ideology of deregula-
tion imported from America was neither the substance nor the outcome of deregulation.
Vogel documents a 17-year trend in Britain toward reregulation that is infinitely more
complete and comprehensive, more juridified and codified, more bureaucratic and con-
frontational and less consensual than it was before—all in the name of free and fair com-
petition. For instance, the Thatcher government created 11 major new independent reg-
ulatory agencies (the Major government added one), some of them sharing power with
the Ministries. In telecommunications a new agency, Oftel, was established just to handle
all the new regulations and new agencies that “liberalization” would require. A natural
accompaniment is the proliferation of rules and a boom in lawyers and accountants to
keep track of it all. Such reregulation was needed not only to set rules governing market
competition, but also to create competition (cultivate new entrants), to prevent or respond
to financial scandals that frighten politicians, to raise revenue without increasing taxes, and
even to protect consumers and workers when they scream too loudly about the dangers
of free-swinging competition to quality, safety, health, employment, and job security (ibid.,
especially chaps. 5 and 10).

Ironically, the free marketeers of Britain have fallen victim to the American disease: ever
more complex and detailed rules created by ever more lawyers to protect both firms and
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citizens. Compared to its past, Britain is now less of an exception to the hypothesis that
regulatory reasonableness flourishes in corporatist democracies.

It is a paradox that the ideology of minimum government, free markets, and private prop-
erty—the market mania that seized Anglo-American elites in the past 15 years—results in
bureaucratic bloat (see chap. 9) and full employment for lawyers. The �epublican-dominated
Congress of 1995 provides a splendid example. With government-bashing fervor (Congress-
man Tom DeLay, House Majority Whip, called the Environmental Protection Agency [EPA]
“the Gestapo of government agencies”), intoning the slogans of free enterprise and com-
monsense government, they crafted a regulatory reform bill to reduce the intrusive apparatus
of inspection and enforcement created by the EPA and other health and safety agencies. Be-
cause EPA and the associated legislation (the Clean Water Act of 1972, the Clean Air Act
of 1970, the National Environmental Policy Act of 1970, the Safe Drinking Water Act of
1974) have been so successful in reducing pollution and are so popular with the voters, the
reformers and business lobbyists had to attack them indirectly by concentrating on the rule-
making process and by cutting appropriations for the offending agencies. Both critics and de-
fenders of these regulations agreed that some aspects of the process are too rigid and cum-
bersome. The bill that was passed by the House in 1995, however, creates a mind-boggling,
bureaucratic-judicial maze. It requires regulators to show that each proposed rule will gener-
ate more benefits (e.g., wetlands preserved, injuries avoided, lives saved) than costs (for any
rule that would impose specified costs—costs of originally $100,000 or more, then upped to
$50 million in the House version, more in the Senate bill). The cost-benefit analysis man-
dated for each rule must surmount numerous steps, each one of which is subject to judicial
challenge by the regulated industry in court.6 America’s market mania fosters metastasizing
rules. The British are not far behind. Predictably reregulation in the Anglo-American democ-
racies will follow deregulation in a stop-and-go pattern. In comparative perspective the im-
plementation of environmental laws will remain costly and the benefits, modest.

Occupational Health and Safety

In most developed welfare states the earliest social program, job-injury insurance, has be-
come a more general program for safety and health in the work environment. Obviously,
if such program expansion cuts absenteeism, sick leave, and job injuries, the program costs
can be offset by increased productivity, lower training costs for replacements, and lower
health-care and disability costs. Given the spreading ideology of participatory democracy, it
can also provide a channel for worker participation that is at once meaningful to workers,
helpful to management, and serves widely shared societal goals.

The limitations of data, however, preclude firm statements about relative national per-
formance in occupational health and safety. For instance, the estimated number of occupa-
tional injuries and illnesses, available in a few countries, is not likely to be comparable across
nations in either definitions or efficiency of data collection. Nor is there agreement on
which workplace hazards have caused what incidence of illnesses or injuries, although there
is consensus about the major hazards (Frankenhauser, 1981; �affle et al., 1994). Job-related
deaths are more likely to be counted with reasonable accuracy. Even here, the right phrase
is “rough estimates.” The U.S. Bureau of Labor Statistics, for instance, believes that its sam-
ples understate actual job-related deaths (personal conversations). Nevertheless, we can
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make a few inferences about costs and benefits from intensive study of three cases with
contrasting political and economic structures—Sweden, the United States, and Germany.
The state of scientific knowledge is the same in all three; benzene or asbestos pose the same
risks to an American worker as to a Swede or German, and a poorly designed stamping
machine can crush the hand in the same way, whatever the type of political economy. As
usual, however, the regulatory regimes are different, with contrasting results. (Sources for
the following account include Kelman, 1981; Wilensky, 1983, pp. 58 – 60; “Fact Sheets on
Sweden,” September, 1993 FS 85; and my interviews.)

The Swedish safety ombudsman and subsequent laws on the working environment
are a model of innovative expansion and effective enforcement. Some excesses are also
evident. Although Sweden’s first occupational health and safety law was adopted in the
late 19th century, the main administrative agency, the Worker Protection Board (Arbe-
tarskyddsverket), and its guiding laws were adopted in 1949. Funding was greatly ex-
panded in the late 1960s. The current Work Environment Act went into effect in 1978
and was subsequently amended to create the Working Life Fund to improve occupa-
tional safety and rehabilitation programs. More recently this act was broadened to in-
clude not only the traditional physical and technical environment as it shapes accidents
and occupational diseases, but also the way work is organized, job content, working
hours, career development, employee participation in decision making, and even the
“psychosocial aspects of the workplace.” Employers were given more responsibility for
action in all these areas.

In the United States, similar concerns about occupational injury and illness led to the cre-
ation in 1970 of the Occupational Safety and Health Administration (OSHA) and subse-
quent amendments. In a study of the two systems, Steven Kelman (1981) observes that the
two government agencies deal with the same issues, confront the same trade-offs between
increased levels of protection and increased cost, the same problems of compliance, and make
similar decisions regarding the content of regulations. Once again, the differences, fatal for
the balance of costs and benefits, lie in the national bargaining machinery and related pos-
sibilities of consensus.

In the corporatist political economy of Sweden, regulations of the Worker Protection
Board are accepted by unions and employers; the atmosphere is one of negotiation and co-
operation. In the United States, OSHA’s regulations are constantly challenged in courts; the
atmosphere is confrontational. Unions complain of inadequate enforcement, employers de-
nounce “overregulation.” In an atrocity tale the opponents of OSHA are fond of citing, it
is estimated that OSHA regulations to limit worker exposure to coke-oven emissions cost
industry and consumers several million dollars a year for each life saved—about $9,000 a
year for each coke-oven worker protected. These tales abound in the 1995 debate in Con-
gress over the �epublican deregulation agenda. (Of course, other regulations are more cost-
effective, but the public debate centers on the dramatic case—whether fictional or true.)

Paradoxically, it is in allegedly individualistic, decentralized America that government
inspectors are intrusive and routinely fine employers for noncompliance. In collectivistic,
centralized Sweden, inspectors are loath to punish employers; instead, they rely on consul-
tation with health and safety professionals and other representatives of LO (the largest labor
federation) and SAF (the employer federation) and look to local control—the institution
of the safety steward or workplace ombudsman—for enforcement. They also set up joint
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research and development projects to produce innovative solutions to difficult problems of
the work environment.

The current Swedish system includes five main components. First, there are 330 employ-
ees of the National Board of Occupational Safety and Health (under the Ministry of Labor).
Second is a Labor Inspectorate of 630 employees, 400 of whom visit workplaces, concen-
trating on the most severe hazards in workplaces with the worst records. About 40% of these
visits result in written orders for changes. But only 3.4% of these cases (500 out of 37,000
annual visits) go on to the stage of injunctions or prohibition and only 20 cases (.001%) lead
to proceedings in a court of law. Third are occupational health services that employ about
8,000 people at more than 800 centers in workplaces, industry sector locations, or regions.
They concentrate on preventive measures and improvements in the working environment.
More than 80% of the Swedish labor force have access to such services. Fourth is the Work-
ing Life Fund launched in 1989. It is financed by a special employer payroll tax for 1989 – 90.
The Fund provides matching grants to employers who propose projects to reform the orga-
nization of work (half the Fund grants), improve the physical environment (24%), rehabilita-
tion (2%), or new technology (3%). Finally, there are safety delegates (skyddsombud) in all
workplaces with at least five employees. Labor unions choose them for three-year terms. As
of 1993 there were 90,000 of these safety stewards, each empowered to suspend work in-
volving immediate and serious danger to life or health. In the history of this institution, dur-
ing the first startup year a number of shutdowns occur, but these quickly diminish as safety
delegates jointly work out solutions with employers. Thereafter they almost never have to call
in labor inspectors or even threaten a shutdown. Capping it all off, there is a small “Work
Environment Fund” financed by a payroll fee devoted to research and development. For about
25 years Sweden has been a center for serious research on musculoskeletal injuries, er-
gonomics, chemical health hazards, stress, and the health impacts of work systems. �esearch is
done by the government’s National Institute of Occupational Health, the Swedish Center for
Working Life, and universities. An aggressive education campaign to reach employees, em-
ployers’ safety delegates, and professionals is an accompaniment.

The contrast in the operations of OSHA could not be sharper: adversary lawyers and
environmental activists often perform in front of TV cameras in open hearings, make ver-
batim transcripts, and escalate conflict, thereby fostering deadlock, delay, and resistance to
final decisions. Huge amounts of money and time are expended in diversions from prob-
lem solving. Employer backlash is then mobilized to weaken the law.

Safety rules in the United States could be more flexibly and sensibly enforced if the typ-
ical workplace had union-management committees. But with the decline of the American
labor movement, such joint committees are a fading phenomenon. An equally important
difficulty is the peculiarly American practice of separating the federal program for pre-
venting workplace injuries and illnesses (OSHA) from state-administered programs for
compensating injured workers (workers’ compensation). Wherever prevention and com-
pensation are organizationally linked and employers are responsible for at least some of the
funding for safety, as in Sweden and in the Canadian provinces of British Columbia and
Quebec (U.S. General Accounting Office, 1993, p. 11), there is a better chance to prevent
job injuries, control costs, and persuade employers to cooperate with regulators. OSHA, in
contrast, is congressionally funded, and prevention and compensation are kept in separate
jurisdictions.
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Similarly, the history of German industrial accident insurance suggests that program ex-
pansion and innovation, when combined with tripartite or bipartite administration and an ac-
cent on prevention, reduce costs in the long run (Alber, 1989, pp. 9 – 10). The prewar system
was restored in 1949. The principle of self-administration was introduced in 1951, with worker
and employer representation split evenly. The major reform came in 1963: benefits were in-
dexed to wage levels, and several measures were introduced for the prevention of accidents. In
1971 the system was extended beyond workers to cover children in kindergartens and schools,
and students. The law of 1973 further emphasized preventive measures, including the new po-
sition of “security engineer” for large workplaces. Despite the great expansion of industry, the
number of industrial accidents, which had climbed from 1.3 million in 1950 to 2.7 million in
1960 before the reform, went down to 1.8 million by 1975. With the expansion of benefits
and coverage, expenditures for accident insurance, however, went up sharply.

Aside from the limited resources devoted to prevention and rehabilitation (via counsel-
ing, training, and job placement, and the development of safety representation in the work-
place), the administration of workers’ compensation in the United States is marked by an
adversarial, rule-bound, lawyer-ridden process of bureaucratic decision making and uneven
representation by workers’ advocates. The typical injured worker has neither union nor
even passable legal representation (cf. Nonet, 1969). This combination of structural prob-
lems and political resistance means that both job-injury insurance and safety regulations re-
main costly, inefficient, and arbitrary.

The kind of comparative evaluation research necessary to assess these cases has not been
done, but I can offer a few clues to suggest that a cost-benefit analysis taking account of
long-run effects would show the largest net benefit for Sweden, next for Germany, and last
for the United States. The lack of comparable data on deaths from industrial accidents pre-
cludes analysis after 1976.

Table 15.2 shows that job-injury expenditures as a percentage of GNP declined in Sweden
from 1954 to 1974, stayed steady in West Germany, and increased in the United States. Al-
though per capita job-injury spending increased sharply for all three countries, Sweden’s ex-
penditures remain low relative to those of Germany and the United States. What happened
to the most dramatic and reliable measure of real welfare in this area—deaths from industrial
accidents?7 Comparable figures for the three countries are available only for 1968, 1971, 1975,
and 1976. Sweden and Germany evidence a similar pattern of decline from about 2.5 deaths
from industrial accidents per 100,000 population in 1968 to 1.5 deaths in 1976. The United
States starts higher 3.0 in 1968 and declines less, to 2.4 in 1976. The safety performance of
Germany and Sweden is all the more impressive in view of their industrial structure: the frac-
tion of wage earners and salaried employees in the two most dangerous industries, mining and
construction, is higher than that of the United States: In 1976 that of Germany was 9.6%, of
Sweden, 7.6%, of the United States, 5.5% (OECD, 1979, pp. 78, 222, 376).8

In short, with far more direct regulation and intrusiveness, with far less participation by
workers, the United States may spend more on accident insurance with less saving in safety
and health than the big-spending, more-corporatist welfare-state leaders.

These systems have a tendency toward excess at the extremes. Just as the United States
specializes in wasteful expenditures and unproductive conflict over goals and means, and
undergoes periodic campaigns to paralyze or abandon all regulation, Sweden’s social ex-
perimentation and commitment to safety and health sometimes gets out of hand. We can
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see signs of excess in the 1990s when changes had to be made in occupational health ser-
vices, the largest and most expensive program, in sickness pay, and in the operation of job-
injury insurance and disability insurance. Until 1991 affiliation with occupational health
services was regulated in labor-management contracts. The SAF, however, abandoned that
practice for its portion of the private sector and Parliament eliminated the state grant to
occupational health services starting in 1993. New labor-management negotiations are
under way; they are likely to rein in costs more than in the past.

The excesses of job-injury insurance, which in many countries is coordinated with sick-
ness pay, are even more apparent. Swedish sickness allowances normally run out after 180
days, after which the occupational insurance system provides full compensation for lost in-
come due to injury. Under the Work Injury Insurance Act, decisions as to what constitutes
a “harmful effect of work” and whether those work factors are connected to some physical
or mental damage to the individual have traditionally rested on the principle of “reverse
proof”—that is, a harmful effect is presumed to exist unless there are persuasive reasons
against this. When insurance claims and awards soared from 1985 to 1990—because of new
medical knowledge, more generous insurance rules, and new guidelines regarding musculo-
skeletal injuries—tighter controls were adopted. In January 1993 the reverse evidence prin-
ciple was abandoned. Highly probable connections between the harmful effect and individ-
ual injury must be proved. Total claims have declined. (Unlike the United States, there never
was any compensation for “pain and suffering,” instead a collective agreement provides no-
fault employer liability insurance for this purpose.) The Work Environment Act has been
tightened. More money is going for prevention—to improve working conditions, to expand
rehabilitation, and to reduce absenteeism and increase productivity. As elsewhere, sickness
pay—an area of clear abuse—has been reformed. Wherever sick pay begins on the first day

 . Work-injury expenditures and deaths from industrial accidents for three
countries

aFrom ILO, The Cost of Social Security (1958 and 1979). Figures for Sweden and West
Germany represent expenditures on “employment injuries.” To make figures for the United
States more comparable, expenditures on “workers’ compensation” were added to “tempo-
rary disability insurance” (the latter category comprises about 20% of the total work injury
expenditure for the entire period 1954 – 74). GDP figures from OECD, National Accounts
1952–1981, volume 1, Main Aggregates.

bFrom UN World Health Organization, Statistics Annual, various years. The series on
deaths from industrial accidents was discontinued after the 1970s with the changes in clas-
sification from ICD-8 to ICD-9.

cMuch of this doubling of per capita dollar expenditure from 1971 to 1974 is due to the
sharply increased strength of the German mark against the dollar. The correct figure would
likely be less than $30.
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of illness, the absenteeism rate for Friday and Monday soars; a yearning for a long weekend
inspires a sick call and the Monday morning hangover becomes a sickness. This is more eas-
ily changed than disability pensions—by instituting a waiting period of a day or two, and re-
ducing the portion of earnings replaced. Sweden took both steps in 1993.

Disability and Sickness as Slippery and 
Expansive Categories: Is There a Tendency Toward Excess?

Aside from job-injury insurance, every rich democracy provides disability insurance with
medical/clinical certification as its main administrative mechanism. This is a component of
social security that covers most workers; it is supplemented by a series of occupational
schemes for historically well-organized workers—miners, farmers, civil servants, railroad
workers, and others. All rich democracies except the United States also provide cash ben-
efits to the temporally ill or disabled (sickness pay) in lieu of wages, as part of national
health insurance. These temporary sickness benefits last anywhere from a few months to
one or two years; if the disability persists, the beneficiary is switched to a permanently dis-
abled status. The status of “disabled” typically brings privileges beyond cash and special
medical assistance: draft exemption, special education and training, easier access to housing
subsidies, a moratorium on debts or extension of credit.

Next to public assistance targeted to the poor, disability insurance is the most difficult
social program to administer. And it is the most resistant to cost containment. Medical or
clinical judgments on which eligibility is based are notoriously unreliable: How to distin-
guish those who cannot work from those who will not, those with small impairments from
those with large or total impairments, those with disabling pain from those with discom-
forting pain or faked pain—these are a few of the questions about which the clinical gate-
keepers for disability benefits disagree.9

Researchers who have done comparative studies (Haveman, Halberstadt, and Burkhauser,
1984; Stone, 1985; Aarts and De Jong, 1992, 1995) document six common trends in the area
of disability benefits:

1. These programs have proliferated in all countries studied; both beneficiaries and
the level of expenditure have climbed rapidly since the late 1960s—even controlling for
the age composition of the population (see table 15.3).

2. The rate of growth in beneficiaries slowed in the mid-1970s, but the percentage of
“disabled” remained high. After 1990, as debate about the “disability crisis” mounted and
fiscal constraints grew stronger, the rate of growth again slowed. The United States, starting
from a low base, may be an exception in the 1990s and the disability rate in the Nether-
lands continued its rapid growth until 1980, slowing from a very high base after then.

3. A growing percentage of all disability awards are granted for mental (versus physi-
cal) conditions and for musculoskeletal disorders (e.g., lower back pain)—in other words,
ailments most difficult to diagnose. Although no other country matches the United States
in litigation and awards for sometimes obscure pain and suffering (see chap. 12 on tort law
and lawyers), all countries share the trend toward inclusion of ever-broader disabilities.
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4. The growth in generosity toward the handicapped exceeds the expansion of the
value of other benefits of the welfare state, even exceeding earnings in some cases. In the
1970s all countries increased this generosity; in the 1980s that increase slowed somewhat.

5. There has been an increase in the permanence of permanent disability—a de-
crease in the percentage leaving the rolls.

6. There is a steady expansion of the definition of “disabled” to give weight to the
availability of suitable jobs or the state of the labor market. In the late 1970s, a Dutch
Cabinet minister told me that when the labor market is slack for a long time many un-
employed Dutch workers of middle age go to their doctors and get certified as perma-

 . Disability recipients per 1,000 active labor-force participants by age and
older male labor-force participation rates*

*Source: Leo J. M. Aarts and Philip �. De Jong (1995). 1993 figures from Aarts,
Burkhauser, and De Jong (1995). “Active labor force” excludes the unemployed. Workers’
compensation recipients are included only for the Netherlands, where the distinction between
risque social and risque professional was abolished in 1967. Even if job-injury insurance recipi-
ents were included for all cases, the Dutch figure would remain at the top.

aFigure refers to 1994.
bFigure refers to 1971.
cFigure refers to 1991.
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nently disabled so that they can receive a generous permanent disability pension. Their
doctors typically certify them as mentally and/or physically impaired. He added that
many are, in fact, so discouraged in the futile search for work or by the condition of
extended unemployment that their demoralization makes the certification plausible even
for men in their 40s or 50s.

Dutch informants in the 1970s were anticipating a spreading phenomenon that the
Netherlands brought to its most extreme form in the 1980s—the increasing use of per-
manent disability insurance as an early, generous retirement pension and as a cash substi-
tute for long-term unemployment insurance and an active labor-market policy. More
specifically, the reasons for the universal, rapid expansion of disability recipients, benefits,
and services are these:

1. Slack labor markets and the increase in structural unemployment. Thus, one of the most
consistent findings in this area is a strong correlation between increasing or high levels of
unemployment and disability claims and awards since 1968 (e.g., Haveman, Halberstadt,
and Burkhauser, 1984, pp. 102 – 114; Stone, 1985, pp. 166 – 168); the more unemploy-
ment, the more disability claims.10

2. Management and union desires to ease out older workers. Managers prefer younger,
cheaper men and women and middle-aged women and if the state can pick up the tab,
they will help older workers into an early retirement; unions go along because they want
to reduce unemployment and make way for younger members. (See chap. 1.)

3. Government responses to the organized aged and especially to the legitimacy of the claims
of the disabled of any age. As Deborah Stone shows (1985, pp. 144, 166), the popular con-
ception of disability is broader than the legal-clinical judgments of disability. There is
wide consensus in every modern country that people who suffer handicaps of one kind
or another are, like the aged or veterans, morally worthy, deserving of special support.
The average citizen can say, “There but for the grace of God go I.” Of course, there is
some stigma attached to the status of “disabled” but with rising levels of education, most
modern citizens have learned not to despise the handicapped. And the handicapped
themselves have become politically organized. The stigma of disability, if any, is nowhere
near that of the nonworking poor.11

4. �einforcing government receptivity is a medicalization of social problems driven by
compassionate humanitarian concerns coupled with a naive faith in the scientific basis of clinical
judgments (Stone, 1985, pp. 87 – 139). If Americans encounter an education problem,
they label it a “learning disability”; if they encounter group conflict over scarce jobs,
they say racism is a pathology of a sick society and launch compulsory seminars in “cul-
tural diversity” to purge whites of their unconscious prejudices. Other countries share
this tendency toward medicalization, if in lesser degree. Because doctors everywhere tend
to be advocates of their patients and command great respect, they reinforce the medical-
ization of social problems and the belief in a scientific approach to classification of dis-
abilities. Administrators of disability programs who need some decision rules in a situa-
tion of great ambiguity are only too happy to collaborate with the doctors’ bias.
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In short, structural unemployment, management and union preferences for state-financed
early retirement, government and popular receptivity to the legitimacy of disability claims,
faith in the validity of doctors’ clinical judgments—all these interact to make permanent
disability an instrument of personnel policy and a substitute for unemployment compen-
sation and retirement pensions. Together with the natural tendency for bureaucratic agen-
cies to expand personnel, clientele, and budgets (Wilensky, 1975, pp. 9ff. and chapter 9
above), these developments explain the recent, rapid, universal growth of disability programs
and claims.

It is unlikely that the growth in these programs is a product of increases in the inci-
dence of real disabilities; rich countries are countries with healthier populations (see 
chap. 16 on health). In fact, a quantitative study of factors explaining changes in the per-
centage of disability recipients in the Netherlands from 1980 to 1985 concludes that no
more than one-third of the variance in the rate of entry into disability status is explained
by medical factors. Two-thirds is explained by nonmedical factors: the two incentives of
overwhelming importance were the generosity of benefits and the hazards of unemploy-
ment. (Aarts and De Jong, 1992, pp. 282, 298 – 303; Aarts and De Jong, 1993, p. 40. For
similar conclusions for Germany, see Phaff and Huber, 1984, pp. 225 – 235; for Sweden, see
Wadensjö, 1984, pp. 490 – 499.)

While all rich democracies share disability expansion, there are notable national differ-
ences comparing the five countries in table 15.3. The Netherlands is the standout case—
number one in disability recipients per 1,000 in the labor force for every year, though it
leveled off at 152 between 1990 and 1994. For those under 60 (rate not reported here)
Dutch disability prevalence rates are more than triple those of other countries (Aarts and
De Jong, 1995, p. 3). The German rate, starting in 1970 a close second to the Netherlands,
grew only modestly to 72 and then was actually brought down to 55 in 1990, a fourth-
place finish. The Swedes, starting as number three with 49 recipients/1,000, moved to sec-
ond place in 1990, with a rate of 78. The UK, ranking fourth in 1971 with a rate of 29,
moved to third place in 1991 with 68. The United States, starting in 1970 at a low rate of
27, moved to 42 by 1974, stayed steady through the 1980s as President �eagan tried to pare
the disability rolls, and then climbed to a rate of 53 in 1992, remaining in last place.

Table 15.4 contains some clues to these different rates and trajectories.
For the cost-conscious, the Netherlands has become the symbol of what not to do. The

Dutch are tops in total disability expenditures (5.24% of GDP) and have the lowest age of
first-time claimants (42 years old). Among the reasons are a wildly loose definition of dis-
ability, unusually liberal cash benefits, and avoidance of serious efforts at rehabilitation. It
did not help that the Netherlands’ unemployment rate climbed after 1974 and accelerated
to a very high level in the 1980s—10.6% in 1985, with a drop to our 19-country average
of about 7% in the early 1990s (see chap. 12). Until the reforms of 1993, when the Dutch
reached the limits of fiscal and political tolerance, any chronic ailment, whether caused by
physical or mental impairment, whether work-related or not, might lead to disability ben-
efit eligibility, provided it had reduced earnings in the current job for one year and was ex-
pected to continue to reduce earnings capacity to some measurable extent (Aarts and De
Jong, 1995, p. 8 – 9, 13). Seven disability categories were specified ranging from less than
15% disabled to 80 – 100%; these wage-related benefits were supplemented by disability
pensions covering anyone aged 18 – 64. Until 1987 the law also explicitly stated that ben-
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efit adjudicators should take account of poor labor market conditions. The combination of
broad definitions of disability, indulgent administration, and the almost exclusive focus on
cash benefits assured an expensive outcome: three in four of all Dutch disability claimants
are classified as fully disabled; and the Dutch have by far the lowest labor-force participa-
tion rate of males aged 55 – 64 in table 15.3.

Sweden as usual does everything at once, although it does not run up the total bill for
disability as much as the Netherlands. Because of their commitment to work—evident in
an active labor-market policy, a family policy designed to facilitate work (chap. 7), and the
highest rate of labor-force participation for adults, including women and older workers—
the Swedes have devoted more of their disability budget to rehabilitation and the creation
of public-sector jobs to accommodate the disabled than other countries. In 1992 about 90%
of disability beneficiaries receive both a basic disability pension and a supplement for work-
ing.12 Among the policy instruments that emphasize the integration of the handicapped
into the mainstream economy are wage subsidies to employers (highest for the younger
disabled), subsidized public-sector jobs for the disabled, and, in recent years, a major reallo-
cation of resources toward medical rehabilitation (especially of those complaining of mus-
culoskeletal disorders) and early intervention for those receiving sickness benefits—inter-
vention to coordinate medical professionals, employers, unions, and occupational trainers
and counselors in the Labour Market Board. Cost-reduction targets for both sickness and
disability payments have recently been adopted. While none of this is cheap, it does result
in a sharp contrast to the Netherlands’ incentives for an early, easy, full retirement on dis-
ability pensions. The Swedes instead provide a package of incentives for the disabled to
work; almost everyone in the system bends his efforts toward this end. This is evident in
Swedish labor-force participation rates: among men aged 60 – 64 two-thirds work—three
times the Dutch rate (Aarts and De Jong, 1995, p. 11).

If we are looking for a model that combines the Swedish accent on rehabilitation for
work with cost control, Germany is it. Income-replacement rates are lower than those of
either Netherlands or Sweden; entitlement for even partial disability requires a loss of earn-
ing capacity of at least half. Beyond these and other cost-containment measures is a strong
emphasis on training and employment of the disabled below the age of 60. Experience rat-
ing (lowering payroll taxes for employers with a good safety record) gives employers mo-

 . Public expenditure on labor-market measures and on cash benefits as a percentage of
GDP 1991*

*Source: Aarts and De Jong (1995). – means less than 0.01 percent.
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tive for prevention of accidents and disability; expenditures on vocational rehabilitation is
high; workers severely disabled are protected against dismissal and the employer receives a
state subsidy to create jobs or adjust jobs for them. Further, the Handicapped Act requires
both public and private employers to hire one disabled person for every 16 job slots or pay
DM 200 ($130) per month for each unfilled quota position. Compliance with these quo-
tas is far from perfect but as Aarts and De Jong (1995, p. 11) show, the German employ-
ment rate of disabled workers is high by international standards.

Offsetting these incentives for work and rehabilitation Germany encourages early re-
tirement by giving unemployed workers over 60 years old full disability pensions. That ex-
plains why in table 15.3 recipients per 1,000 workers aged 60 – 64 in 1990 numbered 1,109,
almost twice the Swedish rate for that age group. The net effect of all these policies for
total labor-force participation in 1990 among the broader age group of males 55 – 64 is that
Germany has a 12-percentage point lead over the Netherlands but is 17 points behind the
Swedes.

Both the United Kingdom and the United States are less generous in disability benefits,
do much less in rehabilitation, and show much more fluctuation in program design than
the three corporatist democracies we have discussed. Their general disinterest in social pol-
icy, especially in the past quarter century, their tough talk about waste, fraud, and abuse—
and some tough action—gives them one advantage: low costs. At the logical extreme, press-
ing the disabled to the wall, leaving them to the tender mercies of the market, might save
1% or 2% of GDP. Of course a cost-benefit analysis that took account of shifting costs from
disability benefits to unemployment, public assistance, and health benefits as well as the so-
cial costs of increased poverty and the waste of human resources when rehabilitation funds
are cut might show little if any net gain. But these are the long-run consequences of fiscal
crackdowns seldom assessed in evaluation research (see chaps. 2, pp. 100ff., and 8).

In the United Kingdom in 1991 294,000 people were entitled to a Severe Disablement
allowance and 375,000 people received means-tested Income Support benefits with a dis-
ability premium, while 192,000 workers received Disablement Benefits under the work in-
jury scheme. The relatively high figure of 78 for adult recipients per 1,000 workers is partly
a statistical artifact: in Britain, workers with prolonged sickness spells are transferred to in-
validity schemes after only 28 weeks versus the Dutch 52 weeks. Aarts and De Jong esti-
mate that from 1971 to 1990 disability benefit dependency as a proportion of the employed
climbed, especially after 1980. The absolute number of Invalidity Benefit recipients, those
incapable of any work who have exhausted sickness benefits, tripled—not from any increase
in new entitlements but from a decline in the annual number of people coming off the
benefit (Aarts and De Jong, 1995, p. 16; and Aarts, Burkhauser, and De Jong, 1995, chap.
5). There is no partial disability benefit.

British effort to promote reentry into the labor market takes three main forms: quotas,
sheltered workshops, and a work assessment and placement service. The quotas are almost
never enforced by fines; they depend on voluntary codes. The sheltered workshops are lit-
tle more than welfare provision; as a fraction of GDP this category takes less than any of
the five countries (table 15.4). The number of disabled actually reached is trivial. The
British effort at rehabilitation (table 15.4) is nearly nonexistent, below that of the United
States. There has recently been a move to privatize the Employment �ehabilitation Ser-
vice. After 1992, the British also introduced a bonus for finding a job. Of the 20,000 claims
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within six months of its introduction, 90% were denied the benefit (too many assets un-
covered by means testing or the job was not yet in hand).

In short, modest benefits, the avoidance of expensive rehabilitation, and tough adminis-
tration are the main reason for the low cost of British disability programs, although the total
costs exceed those of the United States and are a close fourth behind Germany in table
15.4, 1.93% of GDP. All this has not prevented a climb in the disability rate, partly because
of Britain’s high level of unemployment from 1980 to 1992 (see chap. 12).

Disability programs in the United States have followed a cycle of expansion-retrenchment-
expansion. Although the social-security experts and advocates in the �oosevelt administra-
tion repeatedly proposed the adoption of disability insurance (as well as national health in-
surance) it was not until 1954 that a “backdoor” form of disability insurance was enacted.13

A disability pension amendment of 1956 for the first time established the principle of cash
replacement for lost income; it passed the Senate by only a one-vote margin. (Derthick,
1979, pp. 304 – 309.) By international standards this was both lean and late—a major reason
that the United States in 1990 remained last in both benefit expenditures and recipient rates
in tables 15.3 and 15.4. Tough eligibility criteria were prominent in the 1956 Act: cash be-
nefits were available only to workers over 50 with a six-month waiting period; disability had
to be medically determined as leading to death or indefinite duration; the worker had to
have recent experience of work; the Social Security Administration (SSA) had the power
to veto any award by a state agency that it saw as too generous (Derthick, 1979, pp.
308 – 309; Mashaw, 1988, p. 155).

From 1956 to about 1975, a series of amendments, a congressional investigation, ad-
ministrative decisions, and judicial rulings resulted in rapid expansion of expenditures and
disability rolls. Three components of the American political economy account for much
of this expansion and increased generosity, although they still left the United States much
behind the Netherlands, Sweden, and Germany in the recipient rate (table 15.3 for
1970 – 75). These structural forces also explain why the retrenchment efforts of 1975 – 83
met with such storms of protest and were stymied.

1. Federalism. Fifty states and their governors knew that they were spending federal
dollars for a disability program that would keep claimants who might otherwise be a
burden on the state budget for public assistance. The governors and everyone associated
with state budget-making did not want disability cases dumped on their welfare rolls
(Mashaw, 1988, p. 168). Many governors refused to apply more stringent SSA rules on
eligibility from 1975 to 1980.

2. Judicial review and appeals. As with so much of American social policy, disability
decisions were subject to a system of appeals from denials at the state level, initially to
administrative law judges, ultimately to the federal judiciary.14 These judges were increas-
ingly willing to reverse denials of benefits by administrators. As Mashaw suggests, in the
process of enforcing individual rights, these judges “constrain attempts to tilt disability
administration toward cost containment, serve as focal points for public and congressional
interest in the program, and provide avenues for interest group formation, mobilization,
and action, which spill over into the broader policy process” (Mashaw, 1988, p. 153).
Their bias is toward expansion. Thus, “administrative law judges who had granted only
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about 20 percent of the claims presented to them in the early years of the program, were
by 1973 granting nearly 50 percent of the appeals that went to hearing” (ibid., p. 160).
Federal judges joined in this tendency.

3. The localism and “casework” function of Congress. As many students have noted,
every congressional office is a casework agency, where the constituents bring all manner
of grievances and troubles to their representative for action. This was increasingly evi-
dent in the United Kingdom as well (Cain, Ferejohn, and Fiorina, 1987). When in the
mid-1970s—with rising unemployment and fiscal crunch, as well as rising disability
claims—the SSA began a crackdown on “lax management” of the state agencies award-
ing disability pensions, members of Congress were inundated by constituents who
thought that their claims were lost by “faceless bureaucrats.” The media, as always, am-
plified stories of bureaucratic inefficiencies and lack of compassion. Senators and repre-
sentatives then attacked the SSA for overstrict interpretations and demanded a speedup
in adjudication. Speed, as Mashaw argues, means generosity (ibid., p. 162). An adminis-
trative law judge who grants awards to marginal cases not only bends the system toward
more approvals but increases his recorded productivity (the successful claimants will not
appeal the result).

The interaction of federalism, judicial review, and congressional responsiveness to con-
stituent complaints explains why the retrenchment of 1975 – 83 was so brief and failed to
reduce the rolls. The 1980 disability amendments capped the earnings-replacement rate of
benefits, reduced the replacement rate for younger workers, and in other ways tried to in-
crease the incentives for the disabled to work. The amendments also ordered the SSA to
step up federal review of state awards and conduct periodic reviews of the permanently dis-
abled. When President �eagan, after an abortive effort to cut the minimum old-age pen-
sion, decided to pare the rolls and budgets for disability, announcing that fraud and abuse
were rampant, he set off a firestorm of protest—from the same Congress that passed the
1980 restrictions, from state agencies and governors, from the judiciary, from the increas-
ingly organized disabled. The U.S. district courts faced mounting appeals. While they had
reversed SSA denials of benefits in only 19% of the cases filed in 1975, they were either
reversing them or sending them back a whopping 62% of the time in 1994 (ibid.,
pp. 166 – 167). An acrimonious standoff in the politics of disability 1980 – 83 gave way to
new amendments in 1983 and 1984, marking the return to expansion, a broader definition
of disability, and easier eligibility standards. Table 15.3 reflects this shift: from a nearly steady
rate from 1975 to 1985 of 41 or 42 recipients per 1,000 workers, the American rate
climbed to 53 by 1992, nearly the German level, but, of course without the German level
of funding for rehabilitation. The passage of the 1990 Americans with Disability Act has
expanded these programs further.

If it were not for the similarities between Britain and the United States, we could peg
this story as a case of American exceptionalism. Surely, at least in degree, the openness of
the system to litigation, to countervailing pressures, and to occasional deadlock makes the
United States unique. And this populist-judicial openness has increased substantially in re-
cent decades. For instance, the debate about disability was historically confined largely to
SSA administrators and experts, the American Medical Association, the Chamber of Com-
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merce, the insurance industry, and the AFL-CIO (Derthick, 1979, p. 303). The 1970s and
1980s brought much more participation by claimants’ advocacy groups, as well as organi-
zations representing the interests of the Division of Disability Services personnel and ad-
ministrative law judges. “Save Our Security” is an umbrella group representing over 200
grassroots organizations devoted to protecting social-security benefits, including disability
benefits. There is even a specialized lawyers association, the National Association of Dis-
ability Claims �epresentatives, “a small army of disability specialists who both litigate dis-
ability test cases and participate in state and federal policy processes” (Mashaw, 1988, p. 172).
They tend to transform policy debates into intense discussion about due process and the
rule of law, thereby reinforcing the conflict among claimants, Congress, administrative agen-
cies, the states, and the courts. They are a force for both bureaucratization of programs and
their expansion. As Mashaw suggests, in times of fiscal strain the juridification of Ameri-
can disability programs moves policy talk to rights talk (ibid., p. 174).

If there is a theme to this U.S. cluster of programs coping with disability and the data
in the tables, it is this: we keep marginally productive workers, including the disabled, at
low wages in a market-driven system. There is little connection between clinical disability
evaluation (of “residual working ability”) and job-finding services, a reflection of Amer-
ica’s meager effort at an active labor-market policy (see figure 2.2). Thus, cost-conscious
administrators can “find” a person able to work but not “find” a job for her (Stone, 1985,
p. 180). Although periodic efforts to crack down on rising costs of disability bring loud
protests, much judicial action, and even a rise in expenditures, it results in very little atten-
tion to rehabilitation and job creation, German or Swedish style.

If we want to balance the generosity of benefits that make life better for the handicapped
with the goal of cost containment, the middle way between the Netherlands and the
United States makes sense. Avoid the USA’s low, litigious, and erratic benefits and Britain’s
limited commitment to rehabilitation; adopt the Swedes’ commitment to an active labor-
market policy, but avoid what they are gradually abandoning—overgenerous sick pay and
a disability design that has promoted disability as an answer to unemployment. Adopt Ger-
man quotas with fines, but avoid their strong incentives for an early retirement. Finally, re-
tain the German and Swedish commitment to tripartite consultation and administration.
When union, management, and public input is built into the system at every level, there is
a greater chance of adequate representation of laymen’s interests vis à vis agency or lawyers’
interests or professionals’ (doctors, social workers) interests—and substantive justice is a
more likely outcome.

Nuclear Energy Development and Safety

The national differences in environmental policy, action, and impact in air-pollution re-
duction, in a three-country comparison of occupational health and safety, and in the five-
country comparison of disability, are also evident in an intensive study of nuclear energy
policies and regulatory regimes in France, Sweden, and the United States conducted by a
member of our project, James M. Jasper (1990; cf. Joppke, 1993; and Campbell, 1988).
Again it is the story of shared knowledge and similar problems followed by contrasting gov-
ernment responses. In all cases the powerful actors were insiders—top politicians and bu-
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reaucrats constrained only a little by protest movements and public attitudes, which they
shaped by their policies, successes, and failures.

Within a decade after World War II, the three countries had command of the same sci-
ence and shared the same enthusiasm about the potential for the peacetime uses of atomic
energy. All three initially linked nuclear energy development to weapons programs. They
all had domestic uranium supplies; each developed an industry for reactors with high am-
bitions to export them. By the early 1970s they had adopted the same American light-
water technology and similar regulatory structures designed to encourage the construction
of new reactors. All three depended on the competence and collaboration of public util-
ity firms. In the early and mid-1970s they faced similar public debate and rising antinu-
clear movements, all visible and vocal. After the Arab oil shock of late 1973, however, the
three countries diverged sharply in their policy trajectories, administrative styles, and pro-
duction and safety outcomes. France pursued its nuclear development plans until it was pro-
ducing about 80% of its electricity from 51 nuclear power plants by the early 1990s. The
United States did not even complete all the reactors that were ordered or under way in
1973. No new orders were placed; over a hundred were canceled. At its peak in the early
1990s less than 20% of American electricity came from nuclear generation. Sweden, the
most dependent of the three on energy imports (see chap. 12), falls between the extremes:
it added 10 reactors to the two operating in 1973; by the early 1990s these produced about
half of Swedish electricity. But the Swedes in 1980 more or less committed themselves to
phasing out all 12 reactors by 2010.

The familiar differences in types of political economy go a long way toward explaining
these divergent paths. A brief sketch of program structure and development in each coun-
try can illustrate.

The French case is characterized by elite and expert dominance, the exclusion of all
countervailing forces, and centralized decision making by a small group of top bureaucrats
belonging mainly to the Corps des Mines and the Corps des Ponts et Chausées. These
technocrats are scattered among the main managing and operating company, Electricité de
France (EDF) and the planning agency, Commissariat à l’Énergie Atomique (CEA), the
Ministry of Industry, and other government agencies as well as nuclear manufacturers. The
prestigious Corps des Mines, which dominates CEA, and the Corps des Ponts at Chausées,
dominant at EDF, recruit the “best and brightest” from the grands écoles. The top 5 or 10
graduates of École Polytechnique go to the most prestigious technical corps, Corps des
Mines; next in line for top recruits is the Corps des Ponts et Chausées.

Nuclear energy, emblem of the large-scale technological fix, held a special fascination
for these polytechniciens, who are typically committed to technological prowess as the key
to national economic progress. Their nationalist technological enthusiasm for big, bold
projects has been labeled the “Concorde syndrome.” They articulated a vision of a France
awash in cheap energy, independent of any other nation. Polytechniciens are a tight-knit
group. As their careers develop, they fan out about evenly in the state apparatus, national-
ized industry, and private business. Of 28 “nucleocrats” identified as top managers of pub-
lic or private organizations involved in nuclear energy 20 are graduates of École Polytech-
nique (9 in Mines, 7 in Ponts) (Simonnot, 1978, pp. 24 – 25). As one of them told Jasper
(1990, p. 85), polytechniciens “speak only to Mines, and Mines speak only to God.”
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EDF, which produces and distributes electricity, is one of the world’s best-run compa-
nies. It is autonomous, state-owned, and (after 1970) profitmaking. Its combination of ser-
vice, autonomy, prestige, and competence attracts able managers, who recruit and train
skilled workers. Although EDF has a governing board with representatives from the state
ministries, labor unions, consumers, and others, there is no doubt that members of Corps
des Mines and Corps des Ponts were in effective control of EDF, and indeed of the whole
nuclear energy program. In time, EDF came to dominate the state nuclear advisory com-
mittee, Production d’Electricité d’Origine Nucléaire (PEON), which had representatives
from the CEA, the EDF, the state, and industry. French nuclear policy may be “statist”; but
it was EDF, a semiprivate “state within a state” that was the dominant force.

In the politics of the French nuclear bureaucracy, the technological enthusiasts of EDF
orchestrated a strong, pronuclear coalition and outmaneuvered and outargued the cost-
benefiteers of the powerful Ministry of Finance. This Ministry controls government grants
and loans, necessary for nuclear development; it was the only ministry that resisted the big
nuclear expansion plan of the early 1970s. In contrast to the Corps des Mines, Finance is
dominated by graduates of École Nationale d’Administration (ENA) trained in econom-
ics. They combine a concern about costs with the polytechniciens’ sense of the laws of
broad technical systems. But neither their small numbers nor somewhat lesser prestige nor
cost-benefit perspective could do more than slow down EDF’s broad pronuclear coalition;
they merely restricted the rate of growth of nuclear energy in the early 1970s. When the
oil crisis struck, the technological enthusiasts forced the Finance Ministry to buy its opti-
mistic assumptions about cheap nuclear energy—an optimism that was partly justified as it
turned out. Finance could not overcome the EDF, the Ministry of Industry, the CEA, and
other parts of the industry-government coalition. Furthering the ascendance of this coali-
tion were the pronuclear views of successive presidents and prime ministers under the Fifth
�epublic who saw nuclear power as enhancing French competitiveness.

In the late 1970s, after a brief upsurge of national protest including violence and bomb-
ing (1975 – 77), the French anti-nuclear movement—defeated in elections and beaten by
police in site occupations—was marginalized.15 French public opinion in 1978 was actu-
ally more antinuclear than American opinion ( Jasper, 1990, p. 241); this had no discernible
effect on French nuclear policy.

France is a case of the triumph of technological enthusiasm. The combination of cen-
tralized decision making by a cohesive group of strategically placed, elite technocrats in
both government and industry resulted in standardized construction processes, plant lay-
outs, and control rooms. The state underwrote many costs. Large economies of scale were
achieved. As one might expect from the recruitment pattern, levels of competence were
high throughout nuclear-energy planning and operation. Because the French polytechni-
ciens, unlike most American nuclear enthusiasts, admitted that error and even accidents
were inevitable, they carried out more preventive maintenance, more careful design, and es-
tablished strong safety teams at each plant.16 The CEA perfected those aspects of safety that
had been swept under the rug in the United States ( Jasper, 1990, p. 86). The key to both
safety and cost control appears to be the training and competence of managers and work-
ers, as much as the technology (ibid., p. 253). By the mid-1980s, French electricity costs
were 20% cheaper than German costs, 30% cheaper than British, 40% cheaper than the
Dutch; they were competitive with coal. In short, although the French may have ended up
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with too many reactors and less flexibility in the use of alternative sources of energy, the
outcome so far has been a cheaper, more efficient, and probably safer nuclear program than
those of its competitors, except for Sweden.

At the other extreme, nuclear energy development in the United States was character-
ized by dispersed authority, the premature deployment of plants, lax supervision of opera-
tors, sloppy management, followed by cost escalation and safety problems that ultimately
stopped further expansion. The dominant actors were private utility companies, reactor
manufacturers such as GE and Westinghouse, banks and the federal government, especially
the Atomic Energy Commission (AEC, later the N�C) and, at times, the Bureau of the
Budget (later OMB).

The federal government combined a determination to make nuclear energy succeed no
matter what with a faith that the utilities and the reactor manufacturers knew what they
were doing. After the initial wave of commercialization of the 1960s, government regula-
tion of the nuclear program was, to say the least, casual. There was no central control of
siting decisions, no intervention in the process of construction and financing, no effort to
improve utility management, no mechanism for screening out utilities that clearly should
not have had plants. There was a good deal of indiscriminate technological enthusiasm in
both government agencies and the Senate-House Joint Committee on Atomic Energy
( JCAE), as well as among reactor manufacturers and, to a lesser extent, utilities. The reg-
ulatory regime was at once legalistic and indulgent. The AEC issued lengthy specifications
and lists of procedures and was strict about conforming to the letter of the law in licens-
ing but careless regarding the actual operation of the plants. Hands-off private enterprise
was the main theme.

Matching the casual commitment of the government was the casual attitude of the util-
ity companies (“nuclear reactors are just another way to boil water”). As the commercial-
ization of the light-water reactor proceeded apace after 1963, inept management and the
poor training and supervision of operators led to much greater costs than anyone expected.

In its structure and mission the AEC embodied fatal contradictions: it was simultane-
ously to promote new nuclear technologies but not interfere with private companies run-
ning existing reactors; it was to promote the commercialization of nuclear energy and at
the same time regulate and protect public safety. Promotion without close supervision was
the continual resolution of these dilemmas. The small safety-oriented Advisory Commit-
tee on �eactor Safeguards within the AEC remained isolated; its concerns were seldom in-
corporated in policy. Until the 1970s the “iron triangle” of AEC, the JCAE, and large cor-
porations dominated nuclear policy.

The casual commitment of the federal government and the weak performance of the
utilities throughout the history of the program allowed costs to escalate, alternative energy
alternatives to be considered, and the public to become antinuclear. After the oil shock of
1973 – 74 utility managers themselves began to harbor doubts about the future demand for
electricity. They experienced mounting difficulties in financing new construction and in
meeting cost overruns for ongoing construction. Financial markets abandoned nuclear en-
ergy. Starting out as nuclear enthusiasts believing in rosy scenarios, the cost-benefit econ-
omists in the Council of Economic Advisers, Treasury, OMB, and AEC also began to
question the chronically optimistic engineering assumptions and cost projections. A key
figure here was James Schlesinger, an economist with experience in the Office of Man-
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agement and Budget (OMB) who was appointed head of AEC by President Nixon in
1971 and later became energy czar under President Carter in 1976. He told the nuclear in-
dustry to fight its own battles as early as 1971, favored energy conservation as an alterna-
tive, and opposed further development—all on economic grounds.

�einforcing the newfound skepticism of the alleged cost advantages of nuclear energy
was a further decentralization and fragmentation of regulatory authority, from the mid-
1970s on. The JCAE gave way to a dozen congressional committees. State public utility
commissions (PUCs) became involved in nuclear regulation because the costs of nuclear
construction skyrocketed and they had to decide who would pay (the utilities or the
ratepayers). They increasingly squeezed the utilities by refusing to grant electrical rate in-
creases. �egarding plant location, localities increasingly organized around the NIMBY syn-
drome (“Not in my backyard”).

If any further impetus was needed to stop the expansion of nuclear energy development,
the 1979 accident at Three Mile Island, a nuclear plant near Harrisburg, Pennsylvania, was the
coup de grâce. TMI dramatized the mismanagement that had been hidden in the 1960s and
became evident in the rising costs and safety complaints of scientists in the 1970s (some were
“whistle-blowers”). The same year as the TMI accident the popular movie, The China Syn-
drome, starring Jane Fonda and Jack Lemmon, encapsulated rising antinuclear sentiments and
protests; a spate of nuclear conspiracy movie scripts and books followed. For the first time
American public opinion turned antinuclear. The further fragmentation of federal authority
and the spreading alliances of local citizen groups and cost-conscious PUCs deepened the fiscal
squeeze on utilities and prevented their recovery. By 1984, 11 states had followed California’s
lead in restricting nuclear energy (4 by referenda, 1 in a PUC, the rest in legislatures). These
actions were somewhat moot because economics had already buried the prospects of the in-
dustry. Cost explosions and denial of risks coupled with well-publicized surprise accidents was
a poor formula for inspiring confidence of investors or the public.

With the benefit of hindsight and comparative analysis we can conclude that the Amer-
ican nuclear energy program was relatively costly, amazingly sloppy in management, poorly
regulated, and unsafe.

With respect to nuclear energy development, Sweden is truly the “middle way.” As in
France, there was state bureaucratic dominance, highly competent utility managers, and
highly trained workers. In contrast to France, the system was more open and participatory.
Swedish planners and regulators, as we have seen in the area of occupational health and
safety, rely on continuous, informal communication and persuasion with government agen-
cies, the �iksdag (Parliament), political parties, industry, labor, and professional groups. They
use �oyal Commissions to help forge consensus. In contrast to the American AEC, Swedish
nuclear regulators and inspectors work closely with owners and operators in studying the
technicalities of operations and safety; they are therefore both more trusted and effective.

Throughout its early development and the building of several reactors the nuclear en-
ergy program was marked by the typical Swedish consensus—until the mid-1970s. In 1973
the Center Party, at the time the largest of the three parties in opposition to the continu-
ously ruling Social Democrats, became antinuclear. The Social Democrats and their labor
base adopted a delay-oriented, cost-benefit strategy to defuse the developing antinuclear
movement. “Wait till it cools down.” Again in typical fashion, in a slow search for con-
sensus they created several commissions to study the hazards of nuclear energy and launched
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an education campaign for citizens to discuss the pros and cons of various energy alterna-
tives; about 1% of the population actually participated in these discussion groups in
1974 – 75 ( Jasper, 1990, p. 140)—a U.S. equivalent would be over two million discussants.

The oil crisis of late 1973 lifted nuclear energy to a key source of party conflict. A com-
promise Energy Bill of 1975 called for a small increase in nuclear energy and a large re-
duction in the growth of energy demand—consolidating short-run measures adopted in
1974. However, when the Center Party and its coalition partners narrowly won the Par-
liament in 1976 and Thorbjörn Fälldin became prime minister, antinuclear forces had their
first opponent of the nuclear program in a high position. The Center Party’s women’s and
youth groups had developed close ties to environmental groups; they expressed moral out-
rage against what they saw as the blind faith of the Social Democrats in technology and
economic growth. Now was their time.

Fälldin, the antinuclear moralist, was a product of the convergence of chance events: a
very slight shift to the right in voting upset the balance between left and right; the Center
Party had just become officially antinuclear; it won in 1976 by a hair; and it was able to
put the bourgeois coalition together for a brief moment in history. The parties agreed on
a two-year pause in new orders. �ight after the 1976 election, however, Fälldin’s coalition
partners argued that it would be irresponsible to abandon nuclear plants already well along.
In a series of compromises the antinuclear position gradually eroded. Further reactors were
built and came on line. Fälldin resigned. Subsequently the Social Democrats and Liberals
agreed to stop construction after 12 reactors and launch research on renewable resources
and energy conservation.

The Three Mile Island accident of 1979 produced contrasting responses in the three
countries. The French claimed it meant nothing; they accelerated their construction pro-
gram. The United States, with great media fanfare, drifted into further delays, instituted a
few safety precautions, and discouraged future construction (new investment had already
ceased, anyway) but adopted no alternative energy policy. Swedish political elites, facing con-
tinuing conflicts about the program within and between parties, abandoned the compromise
that was emerging in the late 1970s. In 1980 the Social Democrats, back in power, launched
a rare referendum—surely one of the largest-scale national issue debates in the history of
postwar democratic politics (if the measure is expenditure per voter and voter participation
in political discussion). In contrast to the American advocates of nuclear energy, who dis-
missed the antinuclear activists as ignorant, irrational, and hopelessly romantic, their coun-
terparts in the top layers of Swedish society tried to educate their opponents and the pub-
lic by including them in policy deliberations. Although Swedes consider it bad form for
their leaders to bow to public opinion, the referendum itself was an occasion for serious ed-
ucation. There were four months of intensive Parliament- and party-financed reading, talk-
ing, and campaigning. To assure total penetration, materials were distributed in all the lan-
guages of immigrants. Antinuclear activists saw to it that Swedes would watch antinuclear
films in theaters and would hear members of the Union of Concerned Scientists and other
antinuclear activists imported from the United States. This flood of campaigning surely aired
any argument that could be marshaled against (or for) the program; for instance, volunteers
on the “kill atomic energy”side visited 1 in 5 homes in big cities, 1 in 10 elsewhere ( Jasper,
1990, p. 229). What could be the most-informed electorate on earth about this technical-
political issue divided on the three ballot choices as follows:
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Line 1, supported by the Conservatives. Use the 12 plants now 18.9%
operating, completed, or under construction. Close them down 
at a rate consistent with the need for electricity to maintain 
employment and welfare. Safety considerations will determine 
the order in which reactors are removed from service. Etc.

Line 2, supported by the Social Democrats and Liberals 39.1%
and touted as the middle way.The above “Conservative”
statement with several additions: promote energy 
conservation, protect the weakest groups, expand research
and development on renewable energy resources, improve
safety and environmental rules, put the main responsibility 
for production and distribution in public hands. Etc.

Line 3, supported by the Center Party and the Communists. 38.7%
“No” to continued expansion of nuclear power, shut down 
existing plants immediately if safety analysis shows them to 
be unsafe. Phase out the six reactors currently in operation 
within at most 10 years. Etc.

It appears that about three in five voters were saying “We have some doubts but let’s not
rush”—no radical change. Even Line 3 advocates were not urging a blanket shutdown. The
major parties soon agreed to phase out nuclear energy by 2010—30 years away from the
referendum. In 1983 they increased the liability for nuclear accidents. Few Swedish leaders
with whom I talked believe that a complete phaseout will occur by then if Sweden’s en-
ergy needs are not met with feasible alternatives. The accident at Chernobyl in 1986 when
the wind blew fallout over Sweden, however, strengthened the Social Democrats’ public
commitment to phase out this controversial fuel and with it the most divisive issue that has
hit consensual Sweden in recent history.

In sum: Types of political economy account for contrasts in both policy processes and out-
put of nuclear energy programs. Our comparison suggests a clear rank order: In controlling
the costs of nuclear reactors, the French and Swedes are far ahead of the United States with
the French perhaps having an edge over the Swedes; Jasper (ibid., p. 234) concludes that the
first 10 Swedish reactors were as cheap as the French but that the last two—because of in-
terest rate increases, delays, and added safety measures—were more expensive.17 In produc-
tion of cheap electricity the French rank first, the Swedes second, the Americans last. In the
flexible use of alternative energy sources and conservation the French are locked into the nu-
clear option; the Swedes can move gradually in multiple directions and, in fact, have done
much with conservation and alternative sources; the United States shows little capacity to
frame an energy policy and is stuck with the 108 (now aging) nuclear plants it has.18

�e-
garding safety, Jasper summarizes the weight of evidence: the high level of management com-
petence and worker training combined with close and cooperative interaction between in-
dustry, science, and government make the Swedes first and the French a close second in
operational safety; the United States, lacking these characteristics, remains relatively risky. �e-
garding nuclear waste disposal, I am skeptical about any country solving this problem in the
near future, if ever, but the best study that compares national efforts to do so concludes that
the cautious Swedish approach to waste disposal is better designed and executed than that of
any other country (Carter, 1987; cf. Cook, Emel, and Kasperson, 1991/1992, p. 106).19

Wilensky_CH15  3/14/02  2:03 PM  Page 564



�egulatory �egimes and the Environment

565

A final note on Germany’s nuclear energy program highlights the structural differences
that make a difference. As we might expect from its marginally corporatist classification,
Germany lies somewhere between Sweden and the United States but closer to Sweden’s
consensual bargaining habits.20 Its federalism and divided powers give state and local social
movements a chance for expression, as in the United States. Its modified proportional rep-
resentation system (see chap. 2) helped to turn the sometimes violent antinuclear, antistate
movement into a more effective institutionalized, national Green Party, with parliamentary
representation and strategies. In contrast, the majoritarian, winner-take-all electoral system
of the United States fosters “public interest,” single-issue group lobbying and litigation, not
party-parliamentary participation.

Germany’s stronger executive branch and its corporatist tendencies and highly trained
workers give it an administrative capability far beyond that of the United States. Thus, com-
pared to the United States, Germany’s utility regulation was stronger and steadier, its quasi-
public ownership, like Sweden’s, assured a more supportive state, and its management and
workers were more efficient, as in Sweden. By 1989, Germany was producing just over a
third of its electricity from nuclear plants.

As in the United States, however, and in contrast to France, cost-benefit analysts within
the German bureaucracy and in independent, economic research institutes (see chap. 17,
pp. 662, 673 note 26) successfully debunked the industry’s claims to cost advantage and,
after the Chernobyl disaster, gained more credence. As sources of the nuclear slowdown of
the 1980s these analysts, operating within a political regime strongly committed to eco-
nomic growth, were much more effective than the confrontational protest movements.

In other words, compared to the United States the German polity was less open to an-
tinuclear arguments and movements and more capable of planning and implementing a nu-
clear development policy. Conflict-averse elites, similar to Sweden’s, were able to maintain
consensus regarding both the initial development and the reduced pace of the 1980s. There
has been no new construction since 1982 and plans for expansion have been put on hold.

That German policy and performance in this area locates it between the United States
and Sweden makes sense; its political economy has structural attributes of each.

The Regulation of Tobacco Use

The tentative findings of this chapter on environmental risks and the firmer findings in
chapter 14 on mayhem—that national differences in risk, safety, and security are rooted in
differences in types of political economy and related public policies—are less true of efforts
to regulate tobacco, one of many addicting drugs and the leading cause of death from can-
cers. Although the data, again, do not cover many of our countries, the scattered data avail-
able reveal sharp national contrasts in rates of smoking, rates of decline in smoking, and reg-
ulatory policies, including taxes on tobacco. But there is little evidence that either types of
political economy or regulatory policies shape smoking behavior in any consistent pattern.
Some insights can be achieved, however, from a four-country comparison of the policies
and politics of tobacco, and from some measures of taxing and smoking for anywhere from
13 to 18 countries.

I begin with a brief summary of inferences from many tables (not reported) on tobacco
use, tobacco taxes and prices, and trends in smoking; report three tables that illustrate the

Wilensky_CH15  3/14/02  2:03 PM  Page 565



System Performance

566

differences; and then discuss the policy differences among France, Japan, the United States,
and Canada. It is safe to conclude the following:

1. All rich democracies have responded to scientific evidence that tobacco is harm-
ful to health. They have all attempted to reduce or restrict cigarette consumption by one
or more of these measures: provide warning labels on cigarette packages, limit advertising
of tobacco products, increase tobacco taxes, limit smoking areas and places of sale.

2. From 1980 to 1990, male smokers as a percentage of total male population age
15 and above have declined in the 13 countries for which we have data: reductions range
from the very low 3% of Finland to the very high 29% of Sweden. Except for Finland
they all dropped at least 12%. See table 15.5.

3. The prevalence of smoking among the female population age 15 and above in the
same countries starts in 1980 at a lower level and declines much less than the decline
among men. �eductions range from the very low 0.7% in Japan to the very high reduc-
tion of 24% in the United States. In fact, 5 of these 13 nations show an increase in female
smokers: Finland up 31%, France up 17%, Norway up 13%, Germany up 9%, Japan up

 . Smoking prevalence and reduction of smoking among men and women aged 15 and
over in thirteen countries, 1980 – 90

aPercent reduction in the percentage of male population aged 15 and over who smoked from 1980 to
1990. Calculated from “OECD Health Systems Volume I, Facts and Trends 1960 – 1991.” Health Policy
Studies 3 (Paris: OECD, 1993f ): 91. Australia figures are 1980 – 89; U.S. 1979 – 90; New Zealand 1981 – 90;
Germany 1978 – 89; Canada 1979 – 90.

bIbid.
cIbid., p. 90, for females same age. Australia figures are 1980 – 89; U.S. 1979 – 90; Canada 1981 – 90; New

Zealand 1981 – 90; Germany 1978 – 89.
dIbid.
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less than 1%. It is perhaps an ironic by-product of gender equality—the manly right to
die early.

4. The rank order of countries in the share of smokers remains almost identical for
the decade of smoking decline. There is no regression to the mean—no greater reduc-
tion if a country starts with a high rate, no lesser reduction if it starts low.

5. Taxes on tobacco by any measure vary greatly by country but the country rank
order remains remarkably stable (as seen in our discussion of other types of taxation).
Data are for 18 of our countries from 1980 to 1990. The tax measures themselves show
a very similar rank order: it does not matter whether we use tobacco taxes as a percent-
age of total revenue or as a percentage of GDP, even if we go back to 1970.

We can see from table 15.6 that the reluctant taxers and spenders are drawn to to-
bacco taxes. The top four in tobacco taxes as a percentage of total revenue in 1980 are

 . �eliance on tobacco taxes 1980, tobacco tax increases 1985 – 90, and smoking 
reduction 1980 – 90

aFrom “OECD Health Systems Volume I, Facts and Trends 1960 – 1991.” Health Policy Studies 3 (Paris:
OECD, 1993f ): 89. The r of tobacco tax and reduction of male smoking is .09 (n.s.).

bTobacco product price indices divided by the price indices for total private consumption, 1985 � 100.
From ibid., p. 88. The r of price increases and reduction of male smoking is .28 (n.s.).

cPercent reduction in the percentage of male population aged 15 and over who smoked from 1980 to
1990. Calculated from ibid., p. 91. Australia figures are for 1980 – 89; U.S., 1979 – 90; New Zealand,
1981 – 90; Germany, 1978 – 89; Canada, 1979 – 90.

dIbid., p. 90, for females same age. Australia figures are for 1980 – 1989; U.S., 1979 – 90; Canada,
1981 – 90; New Zealand, 1981 – 90; Germany, 1978 – 89.

eU.S. figure for 1985 – 89 only.
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Ireland, the United Kingdom, Australia, and Sweden. (Among these least-corporatist
countries only the United States shies away from tobacco taxes; it ranks 14th in table
15.6; even Switzerland scores above the United States.) A possible explanation for this
minipattern is that all four tend to be low- to medium-tax states that have relied heavily
on painfully visible taxes (property taxes and individual income taxes); they are therefore
more attracted to “sin” taxes as an easier revenue source than countries that have relied
more on social-security and consumption taxes to finance expanding government trans-
fers and services. (See chap. 10, table 10.2.) A second pattern is that all three cases of
corporatism-without-labor are low on tobacco taxes, confirming a friendly attitude to-
ward their tobacco industries. The clearest cases, France and Japan, rank toward the bot-
tom and also are below average in smoking decline. Switzerland ranks 11th in taxes (no
data on smoking declines).

6. Scattered data suggest little or no relation between reliance on tobacco taxes, or
tax per pack of cigarettes, or the retail price of cigarettes, on the one hand, and smoking
behavior on the other. For instance, table 15.6 aligns tobacco taxes as a percentage of
total revenue in 1980 for 18 countries and price increases in tobacco products relative to
other private consumption price increases from 1985 to 1990 for 16 countries with re-
duction in the prevalence of smoking among men and women in 11 countries from
1980 to 1990. Of the three highest in reliance on tobacco taxes, two show the very
highest rate of reduction in male smoking: Sweden first with a drop of 29%; the United
Kingdom second with a drop of 26% (no data on smoking trends for Ireland). But Den-
mark, a high taxer by any measure, ranks only ninth in rate of reduction, a low 17%. Of
the five lowest in reliance on tobacco taxes, there is little pattern in reduced smoking.

But tobacco taxes in general are not taxes smokers feel when they buy cigarettes. And
taxes on the products are not their prices. For the four countries where both the 1986
tax per pack of 20 cigarettes (in ECUs) and the reduction in prevalence of smoking are
available, there is no connection (see table 15.7). In the same countries the relative retail
price per pack is unrelated to behavior. For instance, while Denmark has the highest
price, it ranks well below the median in male smoking reduction among the 13 countries
in table 15.6. The United Kingdom, with the second highest price, is far above the me-
dian reduction in smoking; while the Netherlands, with a below-average price, has al-
most the same reduction. France, with a pack price about one-fifth that of Denmark, had
a similar reduction in smoking.

7. �egarding the issue of tobacco use, there is a reversal in the usual ranking of system
outputs, a hint that the Anglo-American democracies outperformed the more consensual
democracies in smoking reduction in the 1980s. Of 13 countries permitting calculation of
decline in male smokers as a percentage of the total male 15 and over population, 4 of the
6 best reducers are Anglo-American: the United Kingdom, 26%; Australia, 25%; the
United States and Canada, 24%. Conversely the 5 least successful are corporatist, with or
without labor (from Denmark’s 17% to Finland’s 3). I explore this below.

Why is our scheme for understanding the effects of policy so limited when it comes to
reduction of smoking? A first answer is that tobacco products, like other addicting drugs,
have a low price elasticity of demand (the percentage decrease in demand for a 1% per-
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cent increase in price), especially for experienced users. Estimates cluster around �0.4 for
cigarettes and �0.7 for alcoholic beverages compared to �3.5 for movies (MacCoun, 1993,
p. 503). That does not mean that taxes and price have no effect. For less affluent countries
and for less affluent people in either rich or poor countries, price matters (�oemer, 1993,
p. 89). Increases in tobacco taxes, for instance, appear to reduce consumption of tobacco
among the young. While among rich countries a 10% price increase tends to reduce con-
sumption only by about 4% in the general population, it decreases consumption by about
13% among adolescents, who not only have meager resources but have not been smoking
long enough to be fully addicted (World Bank, 1993, p. 88). Similarly, smokers in poor
countries evidence greater sensitivity to price: in India a doubling of the excise tax on most
of the popular cigarette brands brought a 15% decline in cigarette sales; in Papua, New
Guinea, a 10% increase in tobacco tax reduced consumption by 7% (ibid.). In short, to-
bacco taxes insofar as they increase retail prices have only a modest effect in reducing smok-
ing in the rich democracies, although they have a stronger effect among the young and
among less-developed countries, both not covered by the rough comparisons above.

The reason that all rich democracies have reduced smoking, at least among men, is that
tax and real price increases, when combined with a wide array of aggressive regulatory and
educational measures, can reduce tobacco use substantially. That countries vary so much in
the recent rate of reduction in smoking reduction is explained by country variation in pol-
icy aggressiveness and choice of policy packages. This is evident from a four-country study
of the politics of smoking regulation in France, Japan, Canada, and the United States
(Vogel, Kagan, and Kessler, 1993). All four have attempted to reduce or restrict cigarette
consumption by providing warning labels on cigarette packages, restricting advertising, in-

 . Cigarette taxes and prices in 1986 and smoking reduction
1980 – 90 in five countries

aFrom O’Hagan and Carey (1988). The median retail price for eight countries
is 1.57.

bPercent reduction in the percentage of male population aged 15 and over who
smoked from 1980 to 1990. Calculated from “OECD Health Systems Volume I, Facts
and Trends 1960 – 1991.” Health Policy Studies 3 (Paris: OECD, 1993f ): 91. German
figures are for 1978 – 89.

cIbid., p. 90, for females the same age. German figures are for 1978 – 89.
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creasing tobacco taxes, and limiting smoking areas. The initial efforts of all four were met
with strong and effective resistance from their domestic tobacco-related industries, resis-
tance that in some measure they overcame.

These common responses are matched by large national differences in the type, speed,
and effectiveness of regulation. As we might expect from our discussion of types of polit-
ical economy, in both France and Japan (cases of corporatism-without-labor) the process
of tobacco regulation was more centralized than in Canada or the United States, more
dominated by elite bargaining among top bureaucrats in finance, health, and other min-
istries as well as the leaders of the medical and public health communities. �egulation in
both countries started late and did not go nearly as far as it did in North America in ed-
ucation campaigns, in enforcing advertising bans, in strong warnings on cigarette packages,
nor in regulating smokers’ behavior via restrictions in workplaces and public places.

In France a structure of corporatist bargaining shaped the regulatory regime. A small
number of big tobacco firms are organized into 12 regional marketing boards whose in-
terests are aggregated in a powerful tobacco trade association with strong ties to SEITA
(Société d’Exploitation Industrielle des Tabacs et Allumettes), a state monopoly from
Napoleon to the 1970s, now a quasi-public profit-making corporation. Thirty-nine thou-
sand tobacconist shops are monopoly distributors with tight relations with SEITA. The
powerful Finance Ministry regulates prices. The key actors in this negotiated tobacco econ-
omy were not inclined to curtail ads and restrict use, nor did they have the will to tax heav-
ily; by 1986 France had the lowest tax per pack of cigarettes among eight European coun-
tries compared (see table 15.7). Instead of a bevy of outside single-issue groups agitating
for nonsmokers’ rights and smoking bans and baiting tobacco firms as murderous, as in
North America, the French produced only a loose organization of doctors and professors—
the “Smoking or Health Medical Association”—who accented public health themes and
personal contacts with top bureaucrats rather than individual rights and public protest. The
battles were fought among competing interests within the French ministries—the Health
Ministry in collaboration with the medical elite advocating more taxes and bans on adver-
tising and use, the Finance Ministry worried about revenue effects of reduced sales and pos-
sible inflation, Communications about the legalities of an ad ban, Sports and Culture about
the loss of tobacco company sponsorship of events such as the Grand Prix. By the simple
device of removing tobacco from the consumer price index used in measuring inflation
and calculating wage increases, the French cabinet was able to agree in March 1990 on an
all-media ban on tobacco ads and on tobacco sponsorship of public events; they also banned
smoking in public transportation and government facilities and raised the price of tobacco
products 15%. The Parliament approved. (Ibid., p. 321.)

This picture of a centralized system of bargaining that excludes not only labor but other
mass-based protest groups is even more evident in the Japanese response to tobacco inter-
ests. As in the matter of urban air pollution and the mercury-poisoning incident in Mina-
mata (see chap. 2), Japanese government and business ignored the evidence on smoking
and health—because of their overwhelming preoccupation with national economic per-
formance. Cigarette sales in 1982 produced $6 billion for the Treasury. In response to
American pressure, the Japan Tobacco and Salt Public Corporation ( JTS), a highly pro-
tected, state-owned monopoly from 1905 to 1985, was split into two semi-“private” firms
in 1985, Japan Tobacco, Inc. and Japan Tobacco International. But the powerful Ministry
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of Finance still owns two-thirds of the shares (Blum, 1985). Thus, in the early 1980s the
minister of finance boasted to the Diet that he was a heavy drinker and smoker; the min-
ister of health and welfare, in a bizarre statement, attributed his good health to smoking
(Kagan and Vogel, 1993b, p. 61). With an opening to foreign cigarette imports TV ciga-
rette commercials doubled from 1983 to 1987 (ibid., pp. 70 – 71).

Again, issues distant from the central concerns of the Japanese bargaining partners—the
key ministries, farmers, industry, small business, commerce, and until 1993, the Liberal Dem-
ocratic Party—do not readily move to the national political agenda. Instead the govern-
ment saw tobacco as an industry to be protected (leaf tobacco is Japan’s second largest crop,
after rice). The restrictions that were observed were self-imposed by the manufacturers
comprising the Tobacco Institute of Japan: for instance, the 1985 voluntary agreement not
to advertise on television at certain hours and the later extension of those hours; and some
voluntary workplace restrictions on smoking.

In contrast to Minamata and air pollution, where Japan delayed for decades but even-
tually took broad, bold action to clean up its air and water (see chap. 2), its action on to-
bacco is still in the stalling stage. If and when the business and government partners decide
to do something, they will likely exceed the rest of our rich democracies in effectiveness.
For the moment Japan tops every other modern country in per capita cigarette consump-
tion; by design it remains a smoker’s paradise. In view of Japan’s very good health perfor-
mance in other areas, its tobacco use is an aberration.

Although France and Japan differ in the extent of restrictions and the rate of reduction
of smoking, with France ahead of Japan, they share a late beginning in regulation, a reluc-
tance to create and enforce no-smoking zones, an initial reluctance to tax tobacco prod-
ucts, a centralized, closed policymaking process, and a capacity to bring industry in line,
whenever they wish, including the acceptance of restrictions on advertising.

Similarly, while Canada and the United States differ in extent of restrictions—Canada taxes
a pack of cigarettes much more than the United States, and it went further and faster than
the United States in restricting smoking in stores and workplaces—they both exceed France
and Japan in all policy areas; more important, they both achieved an above-average rate of
reduction in smoking. The explanation for both differences and similarities lies in the struc-
ture of the political economy. Both evidence a decentralized federalism, strong internal social
cleavages, and fluid party politics; both are far more open to protest politics and have nu-
merous well-organized activists that pressured the government to act early on a broad front.

The United States–Canadian differences, too, are important as a sign of American ex-
ceptionalism. The unique fragmentation of authority in the United States—its division of
powers, its greater decentralization (50 states versus 11 provinces; a presidential system ver-
sus a parliamentary system), its greater profusion of lobbyists and single-issue groups, its
lesser party discipline, its greater vulnerability to media agenda-setting—all this means that
the United States was on the cutting edge of antismoking propaganda and moral fervor
from the beginning, engaged in more action to bar smoking at a local level, with greater
accent on nonsmokers’ rights, and less of a sustained national follow-through on advertis-
ing bans and far less on taxes. Canada’s greater party discipline and elite coherence meant
that antismoking activists could focus on the federal government, with its greater capacity
to act.Yet, in the perspective of the broader comparison, Canada and the United States are
closer to each other than they are to France and Japan.

Wilensky_CH15  3/14/02  2:03 PM  Page 571



System Performance

572

That an early start and comprehensive, aggressive antismoking legislation and education
are effective in reducing smoking is evident in the Swedish case, the leader in 1980s re-
duction. Here is a chronology of antismoking activity in Sweden before 1982:21

1963 The first national funds are provided for antismoking activities.
1964 Adoption of an intraindustry agreement to reduce the impact of cigarette 

advertising on youth.
1965 The Tobacco Teaching Set, developed by the National Smoking and Health  

Association, is distributed to all schools.
1971–73 Government commission is formed to develop a long-range action plan;

report outlining a comprehensive 25-year antismoking campaign is deli-
vered in 1973, endorsed by the government, and begins.

1975 The 1964 intraindustry advertising agreement becomes a government-
industry agreement, monitored by the National Board of Consumer Affairs.

Dec. 1975 The Tobacco Labeling Act is passed. Regulations implementing the Act,
issued by National Board of Health and Welfare, become effective in 
January 1, 1977.The Act requires manufacturers to print 1 of 16 
warning messages on each packet of cigarettes. Both the text and 
graphic presentation of the 16 rotating messages are to be changed every 
two to three years.Tar, nicotine, and carbon monoxide yield per 
cigarette must be listed on the packet, along with the industry averages 
for tar, nicotine, and carbon monoxide yields.

1976 The “Smoke-free Start to Life” program begins.The state provides  
midwiveswith training in one-on-one counseling, materials to  
be disseminated to expectant mothers, and antismoking posters.

1978 The “Campaign for a Smoke-free Generation” begins.
July 1978 World Tobacco reports that Sweden imposed a “heavy” tax increase 

on cigarettes.
Nov. 1978 The Riksdag passes legislation on advertising.The Act says that tobacco 

advertising should not be “intrusive or proselytizing,” nor should it 
“seek out customers or encourage the use of tobacco product.”The Act 
bans free samples, trading stamp schemes, and promotions which offer 
cigarettes at a lower rate when bought with another product.

The Act prohibits outdoor advertisements, including those on stadiums 
and athletic fields, as well as advertising in the sports pages of daily  
newspaper,sports newspapers, or any publication targeting an  
audience under 20 years old. Any magazine or newspaper ad must 
meet severe space limits, factual review, and display specified 
health warnings.

Violations of the Act are treated as violations of the Marketing Practices 
Act. If a vendor does not comply with the Act, the Marketing Court 
can order his ad campaign to stop and fine him.

1980 A course on the effects of smoking becomes part of the health education 
curriculum.

1981 The National Board of Education begins to provide teachers with training 
and materials for teaching the effects of smoking.The comprehensive 
school curriculum is revised to include information on smoking in 
traditional classes.
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Since 1981 Sweden has banned smoking in public places as well as anywhere near the
young or infirm and has expanded preventive measures. For the structural reasons discussed
above, the implementation of educational, counseling, and health programs in schools and
medical clinics, and the enforcement of advertising and smoking restrictions have, by in-
ternational standards, been quite effective. In short, aggressive, coordinated action on all
fronts over many years reduces male, teenage, and female smoking substantially.

It is possible that culture as it interacts with political structure has a greater influence in
this policy area than in others. The recent reduction in smoking is greatest among the frag-
mented, decentralized Anglo-American democracies—United Kingdom, United States,
Canada, Australia, and to a lesser extent, New Zealand. Perhaps their moralistic populism
not only is more evident but also finds local and regional expression more easily than it
can in more centralized systems with less Protestant righteousness (France, Japan). Thus
the guerrilla wars waged by animal rights groups against women wearing fur coats and by
grassroots nonsmokers’ groups against smokers have been more successful than their coun-
terparts in continental Europe or Japan. The politics of California, with its addiction to
media and money-driven initiatives and referenda, are conducive to much moral agitation
about nonsmokers’ rights. Thus, such groups, having already achieved hundreds of no-
smoking zones by pressure on city councils and county boards, sponsored successful voter
initiatives to add 25 cents per pack to the state’s cigarette tax in 1988 and 50 cents in 1999
with most of the money earmarked for an antismoking advertising campaign.

To stand up to the suggestive data in table 15.6 this cultural hypothesis would have to
hold that Sweden (ranked first in reduction) and the Netherlands (ranked third) are also
populist-moralist in political style, a dubious proposition, although Protestant righteousness
is part of the culture of both nations. It would also have to account for Norway’s, Den-
mark’s, and Finland’s lower rates of reduction, despite many values they share with Sweden,
the leader in smoking reduction. Whatever the influence of cultural values, the surer con-
clusion is that the decentralized structures of the Anglo-American democracies facilitate
local protest movements of all kinds, including antismoking groups.

Summary

For all five areas of environmental threat and policy response—air pollution, occupational
safety and health, physical and mental disabilities, nuclear energy and safety, smoking and
the regulation of tobacco—the story since the early 1970s is the same. �ich democracies
have responded to the same scientific evidence (sometimes exaggerated); they have adopted
similar statutes and roughly the same standards for pollutants and workplace hazards; and
they have all achieved some success. After policies are adopted, however, institutional diff-

erences prevail. We see sharply different structures that determine timing, policy priorities,
and effectiveness. Types of political economy—national variations in bargaining structures
among labor, industry, commerce, farming, political parties, government agencies, and the
judiciary—shape both policy priorities and their impact on human welfare.

Clearly, contrasts in the implementation of similar policies are critical in explaining var-
iations in success. It is also clear that greater public participation—for instance, the disor-
derly openness of the United States—does not improve relative national performance in ei-
ther environmental protection or occupational health and safety, although the protests of
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local antismoking activists in the United States may account for the numerous local zones
of restriction and an above-average decline in the rate of male smoking. In fact, on average,
countries with more-centralized, “elitist” bargaining arrangements achieve a higher level of
compliance with emissions standards and workplace safety rules. This does not mean that
citizens and activists are excluded from environmental decision making in corporatist
democracies. As we have seen in the superior performance of Norway, Finland, Sweden,
and Belgium in cleaning up the air or the German and Swedish edge in occupational safety
and rehabilitation, or the Swedish advantage in nuclear safety, participation by labor, indus-
try, and other economic interest groups through conventional party and government chan-
nels is a big plus. What is at issue here is not the mere fact of participation by environmental
activists and their opponents but instead how that participation is channeled, conflicting in-
terests aggregated, and consensus achieved. The mutual veto patterns of fragmented and de-
centralized political economies foster protracted conflict, slow progress, and, on occasion,
paralysis; the net effect, a poor cost-benefit ratio over the long pull.

Notes

1. Lack of comparative data or space precludes analysis of many other environmental problems
and policies such as controversies over global warming; water pollution; the management of forests,
land, wildlife, and solid wastes and hazardous wastes. For guiding me through the science relevant to
environmental policy controversies I thank Bruce N. Ames, molecular biologist, and Allan H. Smith,
epidemiologist.

2. In 1993 about one in four Americans still smoked, but 36% of those who failed to complete high-
school smoke while only about 16% of those with graduate or professional degrees smoke, according to
the National Household Survey on Drug Abuse. (Wall Street Journal, July 26, 1995.) �egarding syn-
thetic chemicals, to say that synthetic chemicals in food intake are a trivial cancer risk is not to say that
the runoff from the overuse of pesticides, fertilizers, and water in agriculture is not dangerous. An eco-
logical chain reaction is set in motion by all the fertilizers, sewage, and runoff that end up in our river
systems. For instance, nutrients dumped into the Mississippi stimulate an accelerating growth of algae and
rising temperatures with consequent growth of phytoplankton. As they decompose they deplete the
water of oxygen. Any fish or shrimp that cannot escape quickly suffocate. More efficient use of pesti-
cides, fertilizer, and water would reduce this threat to aquatic life and still enhance the food supply.

3. Whenever NOx and volatile organic compounds are present in the lower atmosphere, they
form ozone, the main component of photochemical smog. Worldwide, indoor pollution may be more
harmful than outdoor pollution.Very high levels of indoor air pollution are common among rural
people in poor countries whose dwellings are smoky from burning coal or other fossil fuels. They
account for as much as two-thirds of the global exposure to particulates. Such indoor air pollution
contributes to acute respiratory infections in young children, chronic lung disease, and cancer in adults
(World Bank, 1993, p. 91).

4. CO2 emissions in tons per head among 11 rich democracies in 1989 (or nearest year) evidence
a similar pattern: By this measure the three most polluting are the most-decentralized and fragmented
democracies, the United States, Canada, and Australia (19.7 to 15.5 tons per capita); the least polluting
are corporatist democracies—Switzerland, France, Italy, Israel (5.9 to 7.3 tons). In the middle are Ger-
many, Britain, Japan, and New Zealand (10.5 to 7.8 tons). (The Economist, December 25, 1993 –Janu-
ary 7, 1994, p. 39.) CO2 emission reduction in the 1990s continued the pattern. The top nine in per-
centage reduction are all corporatist democracies except for Britain. Of six poorest performers only one
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(Finland) is corporatist. Except for Britain, the five English-speaking, most-fragmented and decentral-
ized democracies all had substantial increases in CO2 emissions. (The Economist, June 28, 1997, p. 41.)

5. �obert Kagan (1988, p. 732) observes that environmental regulatory regimes in the U.S. vary
by region and type of industry and are sometimes quite “British” in style. For instance, federal offi-

cials are confrontational when enforcing strip-mine restoration laws in Appalachia but are coopera-
tive mediators when doing the same on the Western plains. The difference is not cultural but struc-
tural: Western enforcers regulate a small number of large corporations, visit them regularly, and learn
about their problems and trustworthiness. In turn, the large corporations hire environmental special-
ists to help smooth the agency-business interaction. Conversely, where regulators have infrequent con-
tact with many small firms, legalistic, confrontational prosecution is common.

6. At this writing, �epublican congressional leaders were belatedly recognizing that �epublican
activists in environmentally conscious states, towns, and affluent suburbs were upset at their attack on
environmental protection. They were modifying the bill but still trying to surround the agencies with
paralyzing rules (Wall Street Journal, March 6, 1996).

7. I concentrate on deaths because the reporting of injuries, especially of sprains and strains, are
highly unreliable. In fact, of 16 studies of the relation between workers’ compensation benefit levels
and reported injury rates, most found that as benefits rise, reported injuries rise. Injured workers ap-
parently report more injuries when benefits are generous, at least in the United States (Boden, 1995,
pp. 284 – 285).

8. The German figures on work-injury expenditure since 1974 from ILO (1992), Cost of Social
Security 1984–1986, are distorted by the accelerating strength of the Deutschmark from 1974 to 1979
and again after 1985. But figures on these expenditures for the United States and Sweden, both as a
percentage of GDP and per capita, are roughly comparable. They show a continuation of the same
pattern. By 1986 Sweden was spending 0.27% of GDP in work-injury insurance, the United States,
0.57. Per capita, the United States was spending $159, Sweden, $44 (taking account of Swedish de-
valuations of 1981 and 1982, this would be about $55). �egarding deaths from industrial accidents,
the ILO (1985) Yearbook of Labour Statistics, table 28, and ibid. (1994), table 29, with measures not
comparable to the WHO figures in table 15.2, permits comparison of all occupational deaths, all in-
dustries 1980 – 90 for the United States and Sweden but not Germany (whose figures include deaths
from auto accidents while commuting). They show a continued decline for both countries: By 1986
Sweden was down to 1.3 deaths/100,000 population, the United States was down to 1.5 deaths, while
spending 3.6 times what the Swedes spent on job-injury insurance per capita and more than twice
what they spent as a percentage of GDP.

9. In a book emphasizing the changing conceptions of “disability,” Deborah Stone (1985, p. 133)
shows how unreliable clinical judgments are. She cites comprehensive research on the accuracy and
consistency of disability determinations in the United States: in one study clinical teams and agency
teams independently came to opposite conclusions on more than one-third of a sample of 1,500 cases.
In another study comparing different state agencies using the same criteria there was complete agree-
ment on disposition in only 22% percent of the cases. The limits of diagnostic procedures combined
with the biases of doctors, administrators, courts, public opinion, and the uneven political pressures of
applicants themselves assure very limited reliability and equity of decisions regarding disability benefits.

10. An exception to this rule: If older “disabled” workers stay on the job because disability be-
nefits are reduced and the incentive to claim benefits is thereby lessened, unemployment rates and
the duration of unemployment for the young may increase while the inflow into disability programs
stabilizes. This was the case in 1985 – 90 when the correlation between unemployment rates and dis-
ability rates turned negative in the United States, Sweden, and the Netherlands but not in Germany
(Aarts and De Jong, 1993, p. 23).
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11. There is perhaps a hierarchy of sympathy for various types of disability. When I was at Michi-
gan in the late 1950s a blind colleague briefed me on the amazing array of benefits the state supplied
to the blind, even the partially blind. I then inquired into state benefits for the deaf, for paraplegics,
and other groups. They were nowhere near what had already been achieved by organizations of and
for the blind, with the possible exception of polio victims, whose plight had been dramatized by FD�

and the immensely successful National Polio Foundation (Sills, 1957). One would be hard put to say
that a partially blind person is worse off than a paraplegic. A psycho-political explanation for the 
differences in state largesse might go like this: A well-dressed blind person with a tapping cane and
a handsome guide dog is as appealing on the street as the picture of the smiling child on crutches in
the Polio Foundation posters. But a paraplegic in a wheelchair is less mobile. If she appears in pub-
lic, she makes the passerby uneasy. And unlike the blind, the paraplegic cannot readily make her way
up the Capitol steps or to the state Capitol offices to lobby for her particular group as the blind per-
son and his dog can. All this began to change in the 1960s as other groups became more militant
and better organized (e.g., in Centers for Independent Living), began to coordinate political action
across types of disability, and acquired better technology and support.

12. Short-term or work-related sickness or injuries are covered under work-injury insurance;
temporary loss of earning capacity is covered by sickness insurance. Because of abuse of sickness pay—
workers calling in sick on Friday and Monday or prolonged episodes of illness—the Swedes, like the
Germans and others, have reduced income replacement rates, adopted waiting periods, set lower 
income-replacement rates for the first two or three months’ absence, and increased employers’ share
of costs for sickness insurance.

13. “Backdoor” because it merely froze the level of the social-security pension benefit that had
been earned up until the time of disablement and stated that the totally disabled pensioners would
not lose their pensions by subsequent failure to work and contribute payroll taxes.

14. In a case study of the Social Security Disability program administered by the SSA, Jerry
Mashaw notes that in the early 1980s the SSA operated “the largest system of administrative adjudi-
cation in the world” (1983, p. 18). At that time, each year about 5,600 examiners reviewed 1,250,000
initial disability claims and 250,000 previously denied applications; about 150,000 subsequent appeals
were taken to 625 administrative law judges.

15. Local protesters in France have been gassed and beaten, and in 1977 one was killed by po-
lice (Cook, Emel, and Kasperson, 1991/1992, p. 110).

16. Some of Jasper’s informants mused that a small nuclear accident might be desirable so that
the public would stop thinking that nuclear plants are completely safe (1990, p. 260).

17. This cost advantage of Sweden and France is partly based on their borrowing of American
technology. But the differences are so large that the variables I have listed probably explain more.

18. As early as 1976, Sweden was using only about 60% as much energy to produce roughly the
same per capita income as the United States.

19. For analysis of similarities and differences in radioactive waste-management strategies (in-
cluding transport systems, repository operations, and engineered and geologic barriers) for the two
leaders in this area, Sweden and France, see Cook, Emel, and Kasperson (1991/92). For comparisons
with the United States see Cook, Emel, and Kasperson (1990) and Flynn (1995). For skeptical analy-
sis of the prospects for designing complex, tightly coupled, technical systems that will never have ac-
cidents, see Charles Perrow’s Normal Accidents (1984).

20. This account is my interpretation based on Joppke (1993).
21. A project staff member, Brenda McLaughlin, developed this list.
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HEALTH PERFORMANCE
Affluence, Political Economy, and 

Public Policy as Sources of Real Health

According to the Great Equation, Medical Care Equals Health. But the Great
Equation is wrong. More available medical care does not equal better health. The
best estimates are that the medical system (doctors, drugs, hospitals) affects about
10% of the usual indices for measuring health: whether you live at all (infant
mortality), how well you live (days lost due to sickness), how long you live (adult
mortality). The remaining 90 percent are determined by factors over which doc-
tors have little or no control, from individual life style (smoking, exercise, worry),
to social conditions (income, eating habits, physiological inheritance), to the phys-
ical environment (air and water quality). Most of the bad things that happen to
people are at present beyond the reach of medicine. . . . No one is saying that
medicine is good for nothing, only that it is not good for everything. Thus the
marginal value of one—or one billion—dollars spent on medical care will be close
to zero in improving health.

Aaron Wildavsky, “Doing Better and Feeling Worse” (1977)

A nation’s health performance is difficult to measure and even more difficult to link to pol-
icy. In one of the earliest and most thorough cross-national evaluations of the effect of
“health-care systems” in the literature, Odin Anderson (1972) compares the United States,
Sweden, and England. He concludes that system contrasts in “input” are not connected in
any direct way to any measurable output. Indeed, he abandons the attempt to link attri-
butes of the system of medical care to customary indices of health and, in the end, argues
that the main thing we can say with assurance is that Sweden is much superior to the
United States in equality of access to doctors, dentists, drugs, and other medical facilities and
personnel—whatever such equal access may mean for health—and that illness is more of a
threat to family solvency in the United States. The British appear to be like the Swedes in
equality of dignified access to physicians.

Leaving aside the question of whether equal access is a worthy goal in itself, what such
studies and assertions overlook is the interdependence of all social policies. Sweden, like the
Netherlands and similar big-spending corporatist democracies, not only distributes medical
care more aggressively and fairly but also invests heavily in health-relevant programs of
housing, safety, nutrition, health education, and child care, as well as environmental control,
and draws the income floor for everyone higher and more uniformly; in short, it assures
the least privileged of its population a higher standard of living. It is likely that the entire
package—the interaction of all of these programs—is a major source of Sweden’s superior
health performance (Wilensky, 1975, pp. 98 – 104). (Evans and Stoddart, 1994, list five clus-
ters of causes of health status that are difficult to sort out—lifestyle, environment, human
biology, socioeconomic class, and health-care organization.)
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A second problem is the definition of real health. If we use, say, such criteria as reduc-
tion in mortality rates of those over 75, we would put much effort and money into high-
tech medicine and hospitals focused on prolonging the last years and months of life. Sim-
ilarly, if we concentrate on morbidity and disability rates, we discover that they are inversely
related to mortality rates; “strenuous efforts to save babies born with serious congenital de-
fects will decrease the infant mortality rate while at the same time increasing the morbid-
ity and disability rates for young children” (Anderson, 1972, p. 147). One indicator of health
performance often cancels out another—a barrier to analysis which we can only partially
surmount by striking a net balance of effects. If instead we adopt the broadest definition
of health—well-being from the patient’s perspective as “the absence of illness or injury, of
distressing symptoms or impaired capacity” (Evans and Stoddart, 1994, p. 28)—we would
turn our attention not only to medicine and illness but to the entire physical and social en-
vironment shaping human development. In this spirit, Patrick and Erickson (1993, pp. 5 – 6)
devise a measure they call “health-related quality of life” defined as “the value assigned to
the duration of life as modified by impairments, functional states, perceptions, and social
opportunities that are influenced by disease, injury, treatment or policy” (p. viii). Their mea-
sure addresses the trade-off between how long people live and how well they live. There
is a growing consensus among critics of modern medicine that the quality of health sys-
tems must be judged not only by the ability to provide life-extending treatments but by
the capacity to promote health, reduce disability, and enhance the quality of life (Mechanic,
1994; Hadley, 1982; Patrick and Erickson, 1993). Obviously, even if we were precise about
“quality of life,” the database necessary to apply such ideas over time and across nations
does not yet exist.

Beyond the problems of multiple causation of any measurable output and contrasting
concepts of “health,” there is a problem of short-run vs. long-run effects. Consider the out-
come of a large-scale national health service like that of Britain. There is some direct evi-
dence that the National Health Service is used most intensively by the least well off—the
old, the young, the poor, the single (�ein, 1969)—although they do not tend to receive
the highest quality service (Collins and Klein, 1985; Goddard and Smith, 1998). If, how-
ever, every other force making for the superior health of the upper half of the education
and income distribution is not simultaneously equalized, the long-run effect of public
health expenditures may be highly regressive. The poor die young—before they can con-
tract the chronic diseases that dearly cost national health schemes. The more affluent citi-
zens live to a riper age, chronically collecting health services paid for by the lifelong taxes
of the deceased poor. A program that is highly progressive at a cross-sectional moment may
be highly regressive in the lifetime of particular generations. (Wilensky, 1975, pp. 95 – 96.)

In view of these complexities, critics of modern medical-care systems argue that we can
spend so much on medical care that we “cannot or will not spend adequately on other
health enhancing activities” (Evans and Stoddart, 1994, p. 32). Critics sounding this theme
see a choice between (1) the relative ineffectiveness of medical care and (2) the relative
effectiveness of known environmental and personal hygiene risk factors for major cancers
and other diseases—such measures as public health screening, early detection and treatment,
and economic disincentives to young people’s smoking, for example, tobacco taxes (McKin-
lay, McKinlay, and Beaglehole, 1989, pp. 193ff; Syme, 1986).
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Some polemicists go further to argue not only that there is no evidence of any direct
relationship between the cure of sickness and the progress of medicine, but also that orga-
nized medicine itself is iatrogenic (disease causing) (e.g., Illich, 1976, pp. 13 – 15, 26). They
note negative side effects such as those associated with chemotherapy or the interaction of
drugs; the high chances of becoming sick in a hospital, especially from the dangers of an
intensive-care unit ( Jennet, 1986, pp. 77, 88 – 89); and superinfections that result from the
excessive use of antibiotics. They claim that the disabling treatment of nonexistent diseases
is on the increase, for instance in unnecessary surgery. They complain that medical tech-
nology gets in the way of “care,” the true calling of medicine.

Since the mid-1970s when fiscal constraints became central, there has been a tendency
to individualize the health problem. Lifestyles chosen by individuals are the root of their
poor health, so the solution is not to increase costly access to health care but to exhort in-
dividuals to do right by themselves—eat better, drink less, exercise more, keep clean, drive
carefully, stop dissipating, and of course, stop smoking. As Wildavsky put it, do what your
mother told you (1977, p. 122). In another of those strange convergences of ideology of
the left and right, fiscal conservatives claim that cutting patient subsidies as a cost restraint
will sacrifice mostly inefficient and inappropriate care while the radical advocates of alter-
native medicine and health-care strategies agree with the budget cutters that most of the
health-care money spent on conventional medicine is wasted, although they see a role for
government other than the provision of traditional medical care. They both seem to agree
that an overload of health-care providers subverts economic and social well-being.

A more balanced view is that genetic inheritance aside, real health, however defined, is
a product of economic development and its correlates—two of which are increased spend-
ing on medical care and more healthy lifestyles—and the organization of medical care. A
review of the evidence follows. Then we can subject these observations to an empirical test
on our 19 rich democracies.

Affluence versus Medical Care

It is true that among modern countries many big advances in reducing mortality and over-
coming disease occurred before the great expansion of expenditure on and access to doc-
tors, drugs, and modern medical technology and hospitals. The control of epidemic dis-
eases through sanitation, safe water, improved nutrition, and rising living standards led to
reduced mortality, much of it before 1900 (Eisenberg and Kleinman, 1981; Powles, 1973;
Dubos, 1959; McKeown, 1979; Fuchs, 1974; McKinlay and McKinlay, 1977; McKinlay et
al., 1989; and McKeown, 1997). Even in the recent period of the ascendance of modern
medical knowledge and technology, many diseases have not been cured or even influenced
by medical intervention; they include the number two of the top killers, cancer, especially
a few of the most important types ( Jennett, 1986, p. 121; McKinlay et al., 1989,
pp. 190 – 194), arthritis, advanced cirrhosis, and genital herpes, not to mention the common
cold. In a study of the impact of medical measures on 10 major infectious diseases that ac-
count for nearly 40% of the total decline in the mortality rate from 1900 to 1973, McKin-
lay and McKinlay (1977) conclude that 6 of them—tuberculosis, scarlet fever, pneumonia,
diphtheria, measles, and typhoid—showed negligible declines in their mortality rates sub-
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sequent to the date of medical intervention. This outcome cannot entirely be explained by
already low rates when medical intervention began. For instance, even though medical mea-
sures against pneumonia, influenza, whooping cough, and diphtheria were introduced when
the death rates were substantial, those mortality trends were unaffected by medical inter-
vention. The researchers estimate that 3.5% is the reasonable upper limit of the total con-
tribution of medical measures to the decline in total infectious-disease mortality in the
United States since 1900.

At first glance, then, economic development and its health-inducing correlates are the
main explanation for improved health before modern medicine expanded. Even after the
medical complex greatly expanded, most of the decline in mortality and much of the gain
in age-specific morbidity (especially among the nonaged) remained beyond the reach of
medicine. An increased food supply meant improved nutrition and thus increased resistance
to infectious diseases; improved hygiene and safer food and water also reduced exposure to
infection; declining birthrates and the increase in child spacing (chap. 1) contributed might-
ily to those aspects of the standard of living that improve health; and finally the spread of
mass education diffused health information.

But a first glance is not sufficient, for it is also true that medical intervention has sub-
stantial effects in preventing, alleviating, managing, or slowing the progress of many prob-
lems. Both preventive and therapeutic measures have been successful. Examples of useful
preventive measures include vaccines for polio, rubella, measles, pertussis, mumps, and
tetanus (Egbuonu and Starfield, 1985b, p. 48; Eisenberg and Kleinman, 1981, p. 1). Prena-
tal care and diagnosis can be used to assure a normal birth and reduce rates of neonatal
death (Eisenberg and Kleinman, 1981, p. 1; Hollingsworth, 1986, pp. 213 – 214). Mortality
resulting from circulatory diseases has been reduced by the use of diagnostic procedures,
such as angiograms, ultrasound imaging, nuclear scanning, and positron-emission tomogra-
phy (Hollingsworth, Hage, and Hanneman, 1990, p. 105).

Successful therapeutic measures include antibiotic treatment of diseases, such as pneu-
monia and meningitis, syphilis and gonorrhea, malaria, yaws, typhoid, and acute rheumatic
fever (Eisenberg and Kleinman, 1981, p. 1; Starfield et al., 1985, p. 58); diuretics and alpha
blockers to control hypertension (Eisenberg and Kleinman, 1981, p. 1); drug treatments for
tuberculosis, tetanus, diphtheria, and scarlet fever (Illich, 1976, p. 23); various treatments for
asthma (Wissow and Starfield, 1985a, 130 – 133); open heart surgery to correct valvular de-
fects (Eisenberg and Kleinman, 1981, p. 1; Jennet, 1986, p. 115); balloon angioplasty, bypass
and vascular surgery, defibrillator implantation, clot-dissolving streptokinase, and calcium
blockers for various types of circulatory diseases (Hollingsworth et al., 1990, p. 105); iron
supplements for iron deficiency anemia (Hutton and Starfield, 1985, p. 87); chemotherapy
for childhood leukemia (Eisenberg and Kleinman, 1981, p. 1; Jennet, 1986, p. 121); drugs
that abort acute psychotic episodes and minimize their occurrence (Eisenberg and Klein-
man, 1981, p. 1); and renal dialysis (Siegler and Sheldon, 1987, p. 1; Jennett, 1986, p. 36).
We might also add to the list of successful therapies efforts to prevent child abuse by fos-
tering better parent-child relations in the prenatal or early postnatal period (Wissow and
Starfield, 1985b, p. 66). More recently, beta-blocking agents have been shown to be un-
equivocally beneficial in postmyocardial infarction patients (McKinlay et al., 1989, p. 190)
and improved medical management of hypertension explains perhaps one-sixth to two-
fifths of the 1970 – 80 decline in stroke mortality (ibid., p. 194).
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Even the most prominent and critical medical researchers concede something to the
medical complex. For instance, Thomas McKeown (1997) notes, “Medical intervention
was valuable before sulfa drugs and antibiotics became available. Immunization protected
people against smallpox and tetanus; antitoxin treatment limited deaths from diphtheria; ap-
pendicitis, peritonitis, and ear infection responded to surgery; Salvarsan was a long-sought
‘magic bullet’ against syphilis; intravenous therapy saved people with severe diarrheas; and
improved obstetric care prevented childbed fever” (p. 12). But he estimates that all these
medical measures account for only a small part of the decrease in deaths attributed to all
infectious diseases before 1935. Similarly, McKinlay et al. (1989, p. 202), using their index
of “a life expectancy free of disability” (estimated for 1964, 1974, and 1985), conclude that
“although overall life expectancy has increased over the two decades, most of this increase
was in years of disability” (p. 181; cf. Powles, 1973). But they also report an increase in life
expectancy free of disability for 65-year-old males of 3.9 years and an increase for 65-year-
old females of 3.2 years (table 3), far from trivial.

�egarding mortality and longevity, the more specific we are about what types of spend-
ing and what types of medical services have an effect, the more positive results we obtain.
For example, the greater the proportion of total health spending coming from government
(a clue to equality of access), the stronger the effect in reducing mortality. For older groups
this makes sense: government-insured access to medical intervention reduces potentially
lethal illnesses not only for the well-off but for everyone, improving the country averages.
Why more “nationalized” systems should reduce mortality for young adults is less obvious:
it probably reflects a more efficient and widespread trauma service, something private med-
icine has no incentive to provide. (Cochrane, St. Leger, and Moore, 1978, p. 204.) And, al-
though this has not been a strong point for medicine in the United States, there may be a
modest preventive medicine component, largest in countries that aggressively supply health
information to the young through medical clinics, schools, and family policies.

Finally, new knowledge in biology and biomedical techniques such as genetic recombi-
nations and imaging together with information systems have begun to reshape all health
disciplines. Their great potential for specifying causal processes and improving public health
is outlined by Susser and Susser (1996, pp. 671 – 672). On the horizon are such interven-
tions as skin replacement, new uses for lasers, blood substitutes, new vaccines, disc trans-
plantations, and cancer-susceptibility testing (Mechanic and �ochefort, 1996, p. 243) and,
more generally, gene therapy.

Three additional caveats must be added to the idea that economic development and its
correlates are the main story of improved health to which conventional medical interven-
tion is a minor theme. First, some diseases have increased with rising affluence. As
Hollingsworth notes, ischemic heart disease rates rise with increasing economic develop-
ment, after controls for age: “While heart disease is associated with genetic predisposition,
sex [i.e., gender], inactivity, smoking, hypertension, and stress . . . many epidemiological
studies have found a link between a high incidence of heart disease and high annual con-
sumption of calories, protein, saturated fat, cholesterol, and sugar”—eating habits associated
with a high GDP per capita (1986, pp. 269 – 270). The incidence of cancer of the colon
and rectum among adult males also increased with economic development, probably be-
cause affluent societies have, at least in the recent past, increased the intake of refined car-
bohydrates and removed dietary fiber.
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The second problem with any assertion that economic level explains the lion’s share of
good health is that public spending on health care rises markedly at high levels of affluence.
In my 19-country comparison below, the correlation is so strong that no regression equa-
tion can sort out the separate influence of GNP per capita and that of public spending per
capita (as a clue to equal access to heath care) (Burkitt, 1971; Lancaster, 1990, p. 504). The
third qualification is the presence even before 1900 of many scientists and practitioners
within the medical establishment who developed and disseminated biomedical knowledge.
They shaped public health measures against infectious diseases, environmental health mea-
sures such as sewage treatment, water purification, safe food processing, and factory safety;
and they encouraged health education and healthful behavior. In short, the health effects
of a rising standard of living are mediated by medical-care delivery systems; most public
health officials responsible for sanitation, disease control, and immunization in this early pe-
riod were physicians (Hollingsworth et al., 1990, pp. 88 – 89, 111).

Finally, even if the medical establishment had little or no effect on mortality, morbidity,
or other major indicators of health, access to medical care improves the quality of life by
decreasing pain, restoring the human machine to normal functioning, curing some diseases
and easing the effects of others. It is the garage repair function of modern medicine. Like
efficient auto mechanics, medical personnel fix broken bones, cuts, and bruises, replace
parts, stitch you back together, and make you comfortable when you are sick. Students of
medical care label this “the medical engineering model.” (Hollingsworth, 1986,
pp. 268 – 269. Cf. Mechanic, 1994.) It may be a peculiarly Anglo-American metaphor—
viewing human health in mechanistic terms—but these functions remain the same every-
where, with generally benign effects.

Thus, despite healthy skepticism about the efficacy of medicine, it is clear that access to
drugs, hospitals, doctors and other service providers alleviates suffering and has substantial
benefits for longevity, mortality, and even for real health. Of course, affluence—whether it
is the riches of a nation or of subgroups within the nation—is a major determinant of
health outputs. But so is organized medicine.

The Organization and Delivery of Medical Care1

Beyond affluence and equal access to medical care, some aspects of the organization and
delivery of care are important in a nation’s health performance. Among the most signifi-

cant national variations in organizational arrangements are the degree of centralization; the
degree of state control over financing, prices, and personnel; the presence or absence of
global budgeting; the amount of public spending per capita; the total number of physicians
and the ratio of specialists to primary-care physicians, nurses, and midwives; effort devoted
to preventive care; administrative costs and waste, which are related to the private/public
mix; and dependence on hospitals vs. outpatient and/or home care. Some aspects of the or-
ganization of society, especially the amount of poverty and inequality and economic inse-
curity, also shape health outcomes.

Centralization, State Control, and Global Budgeting

All rich democracies other than the United States embrace universal coverage for medi-
cal care, based on principles of social right and shared risk; central control of budgets; and
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financing from compulsory individual and employer contributions and/or government
general revenues to fund national health insurance or a national health service like that of
the United Kingdom (the contributions are everywhere related to income). All permit
the insured to supplement the universally assured standard of medical care with extra
care—for example, private rooms or private doctors and nurses privately paid for. All, in-
cluding the United States, rely to some extent on state coordination of health-care ser-
vices; all ration health care. They ration explicitly through legislation and administrative
decisions (the Oregon scheme is an extreme example2); or implicitly through general con-
straints on expenditures, entitlements, and expensive technologies while the actual alloca-
tion of services is determined within doctor/patient transactions (Mechanic, 1995, p. 1659;
1992, p. 1719); or through ability to pay (by cost sharing via deductibles, premiums, co-
insurance, and payments at point of service)—or all three. The specific forms of coverage,
finance, and budgeting, the balance between public and private provision, and the balance
among forms of rationing vary greatly. And these national variations, by determining what
care is distributed to whom, do shape national health outcomes.

Since Odin Anderson’s three-country study of 1972 there have been several systematic
cross-national studies that successfully link organizational features of medical systems to na-
tional health performance. (Blomquist, 1979; Hollingsworth, 1986; and various OECD
health care monographs, 1985a, 1987b, 1993f, 1994, 1996b). One of the most thorough,
systematic, intensive, and extensive is a study of the effects of state intervention in medical
care in Britain, France, Sweden, and the United States from 1890 to 1970 with some up-
dating to the late 1980s (Hollingsworth et al., 1990 and Hollingsworth, Hanneman, and
Hage, 1992). Using causal modeling, making both historical and cross-national comparisons,
these researchers demonstrate that centralized control of funding, prices, and personnel
under state auspices is a powerful predictor of a democratic nation’s health performance.3

They measure system performance by the multiple and sometimes conflicting goals of lev-
els of health (mainly measured by age-sex standardized death rates); innovativeness (the speed
with which the system adopts and diffuses new technologies, services, or programs—
whether they are low-cost and highly efficient, or complex and reach only a few patients);
social efficiency (“how much output is achieved relative to cost—that is, the attainment of a
certain level of health at some per capita cost” [p. 13]); and equality (how equitably access
to medical resources is distributed by region, social class, and income and how much var-
iation there is in levels of health by class and income).

Their index of centralization of state control over revenues is based on year-by-year data
for each nation on proportions of medical system revenues contributed by central govern-
ment and social insurance revenues, by local and regional government authorities, and by
private-sector actors. Their index of centralization of state control over prices and person-
nel, again by nation-year, is based on (1) data on the proportion of physicians employed by
each of the above levels (including self-employment with the private sector) and
(2) weighted equally, and similarly constructed, data on proportions of all medical expen-
ditures that occurred at prices regulated by each level (central, local, and private sector).

These attributes of organization, of course, can vary independently: a central government
can increase funding for medical care and subsidize high-tech innovations in a system with
a large “private” sector without controlling prices and personnel—with the sure outcome
of a cost explosion, social inefficiency, and inequality in access and level of health (ibid.,
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p. 11; Maxwell, 1981). This is a description of trends in the health-care (non-) system of the
United States. In all their analysis, Hollingsworth et al. (1990) control for socioeconomic de-
velopment, including education, communication, age structure, and real GNP per capita, so
they can determine the distinct effects of organizational arrangements. The main findings,
consistent with other cross-national research, follow:

1. Central state funding and control over prices and personnel (via direct employ-
ment, capitation payments, and/or government bargaining with providers) reduces in-
equality in access to health care by class and region, increases the volume of services
available, and improves the national level of health (ibid., chaps. 4 and 8).

2. There is a natural history of health policy in which state funding leads to
increased control over prices and personnel. State funding by itself improves access to
care and to some extent reduces national mortality rates. At first, expanded access
through state funding increases costs and thereby decreases social efficiency, but in time
state funding leads to state involvement in many other aspects of medical-care delivery
not only because of concern about cost but also because governments are advocates of
broader public interests (vs. interests of commercial insurers, pharmaceutical firms, and
providers). Eventually that involvement leads to greater control over prices and personnel
(including the supply of doctors, and limits on specialization) which in turn brings an
increment of mortality reduction greater than that attributed to state funding alone.
Together, the three forms of state intervention—control over funding, prices, and person-
nel—improve the trade-off between mortality reduction and cost escalation, that is, the
combination increases social efficiency (ibid., pp. 150 – 151, 180 – 181).

3. In the rare periods and cases where the state funds care but has very little control
over prices and personnel (as in the U.S. Medicaid and Medicare programs) medical costs
are relatively high and increase faster, access is less equal, and national health outputs are
somewhat worse than at times and places where public funding is combined with regula-
tion of prices and personnel—even if the private sector provides the best (or at least the
most expensive) care in the world to affluent citizens (ibid., pp. 91 – 92, 150 – 152).

4. Centralized state intervention redirects expenditures. It inspires efforts to reduce
costs and search for more effective services. It results in more primary care, less duplication
of expensive equipment and more restraint in its use (ibid., pp. 70 – 72, 81 – 85, 114 – 116,
181 – 182, 186 – 190). As I suggest below, it also results in more effective preventive care.

5. The effect of centralized state intervention on rates of technical scientific innova-
tion is mixed. On the one hand, it fosters a faster diffusion of vaccines and more effective
screening programs (ibid., pp. 179 – 182).4 Using U.S. experience where federal interven-
tion and funding has fluctuated, Egbuonu and Starfield (1985a, 1985b) report that both
immunization and screening have been more effective when they have been centralized
and that these public health measures when properly organized drastically reduce disease
morbidity and mortality. On the other hand, centralized state intervention slows down
the adoption of expensive technology demanded by small, educated high-income groups.
Again, the net result is greater social efficiency—a bigger health bang for the buck.
(Hollingsworth et al., 1990, pp. 135, 186 – 190.)
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6. Privatized systems with low degrees of state intervention lead to a higher quality
of care for upper-income groups—in many cases excess care; social and geographical
inequalities of access; an accent on crisis cures rather than prevention; a cost explosion;
and lower levels of national health. At least initially, privatization also results in more
power and income for providers (ibid, p. 205) but this appears to be politically unstable,
as I suggest in a discussion of the private/public mix below.

7. Controlling patient demand by cost-sharing (copayments, deductibles, coinsur-
ance) increases inequality of access, especially for the chronically ill, the aged, and the
poor. It is limited in restraining cost growth because it does not control the supply of
services, many of them wasteful and inappropriate.

8. The case of Britain suggests some upper limit to the advantages of strong state
intervention. The United Kingdom’s National Health Service (NHS) is centralized, com-
prehensive, universal, tax-financed, and globally budgeted. It has achieved one of the 
lowest-cost health service among all modern nations (7.1% of GDP in 1992 compared to
8.7% in Germany and 13.6% in the United States); a high degree of equality of access; a
reduction in inequality of health outcomes by class and to a lesser extent by regions;
a good fit between need and utilization; a high degree of social efficiency (ibid.
pp. 146 – 148, 166 – 167, 201 – 202); and extraordinary and persistent popular support. But
its health status in my 19-country analysis is below average. And in recent years doctors,
although long dominant in policymaking and implementation, have become restive with
the stringent cost controls, the long queues for elective surgery, an inadequate supply of
doctors, specialists, hospital beds, and some high-cost technologies, and a generally low
level of innovation and high level of bureaucratic rigidity. Upper-income patients are as
restive as the doctors. Chapter 5 describes Prime Minister Thatcher’s radical reform of
1989 – 90 which was designed to cut costs even further in this already cheap system. The
reforms so far have neither cut costs nor substantially changed the behavior of physicians
and health authorities, though they did increase the power and status of general practition-
ers and primary-care providers. Instead they inflated the number and salaries of “bureau-
crats,” increased administrative costs, and accelerated copayments. In short, an efficiency-
focused centralized system that is underfunded will tend toward excessive bureaucratic
controls. In an attempt to improve service and reduce administrative excess, Labour Prime
Minister Tony Blair has increased NHS funding (an extra $2.4 billion in the 1997 – 98
budget) and reversed some of Thatcher’s reforms, especially her “internal market system.”

These findings, however solid, are rather general, and the output measures are limited to
mortality reduction. The rest of this section elaborates them by examining more specific
dimensions of organization that have been linked to one or another health output.

An Index of Real Health

To arrive at an index of real health as part of our analysis of system outputs, I asked, “What
health indicators could we expect to be affected by intervention of the medical commu-
nity, indicators that could also be measured cross-nationally in all 19 countries?” We re-
jected numerous indicators for which knowledge about the effect of medical care is lim-
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ited or dubious and cross-national comparability is insufficient (e.g., mental illness, peptic
ulcers, cirrhosis of the liver, and other ailments listed at the beginning of this chapter). We
used homicide rates, divorce, death by fire, auto accidents, and similar health risks in a sep-
arate analysis of the sources of mayhem in chapter 14. We ended up with five dimensions
of real health that themselves are intercorrelated: infant mortality rate per 1,000 live births;
life expectancy at age one for males; the same for females; circulatory system disease deaths
per 100,000 males aged 65 – 74; and deaths from pregnancy and childbirth complications
per 100,000 females aged 25 – 34. Countries were ranked on each health indicator, using
natural cutting points for a four-point scale (0 – 3) and they were equally weighted. For the
pregnancy and childbirth component we used a three-year average to avoid large year-to-
year variations in these very low rates.5 The summary scores ranged from Sweden’s 14.0
to Austria’s 3.0. We did extensive correlational analysis including multiple regression ex-
periments using data from the mid-1960s, early 1970s, and 1980. We found nothing im-
portant that cannot be seen in the cross-tabulations and rankings of tables 16.1, 16.2, 16.3,
and 16.4. The following sections relate this index to the density of doctors, the ratio of
specialists to primary-care physicians, the density of nurses and midwives, and then the pri-
vate/public mix and types of political economy.

Doctor Density and Real Health

The density of physicians (number per 100,000 population) everywhere went up with
economic growth. Both variables—affluence and the supply of doctors—are strongly cor-
related with one another and with reduced mortality and other health indicators. But in
cross-national perspective and at the level of socioeconomic development achieved by our
rich democracies, it is not clear that by itself doctor density makes much difference in
health outputs. In their four-country study of trend data over an 80-year time span,
Hollingsworth et al. (1990) conclude that increases in physician density, net of other fac-
tors, does reduce age-gender specific mortality (pp. 108 – 109, 187). In contrast, a cross-
sectional study of 1970 data on age-specific mortality rates up to age 64 in 17 of our 19
rich democracies using similar multiple regression methods (Cochrane, St. Leger, and
Moore, 1978) finds a positive correlation between the prevalence of doctors and mortality
rates, especially in younger age groups. No controls they could introduce—five other
health-service indicators (including the percentage of obstetricians and pediatricians),
health-care spending, dietary indicators, and several economic and demographic factors—
none of these made the anomaly go away. Similar findings appear in other studies (Fuchs,
1974, pp. 31 – 39).

Using a wider range of health indicators in 1980 for our 19 rich democracies, I find lit-
tle or no relationship between doctor density and health outputs. Table 16.1 aligns the
index scores and ranks with doctor density data. There is no apparent association.

In tables incorporating type of political economy, not reported here, a close match be-
tween ranking on doctor density and health performance appears only in eight countries
at the extremes: three left-corporatist democracies score quite high in both (Sweden, Nor-
way, and Denmark) while four decentralized and fragmented democracies score below av-
erage in both (United Kingdom, Ireland, New Zealand, United States). Among corporatist
democracies, Finland is an exception (below average in both); among least-corporatist
democracies, Australia is an exception (average in both). The other 10 countries, whatever
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their national bargaining arrangements, evidence large discrepancies in their rank in doc-
tor density and their rank in health performance. This is reflected in the lack of any 19-
country correlation between an abundance of doctors and good national health perfor-
mance (r � .02) Much more important are the types of health-care providers and the
organizational contexts in which they practice.

Ratio of Specialists to Primary-Care Physicians, Nurses, and Midwives

As the density of physicians everywhere climbed with economic growth, the proportion of
all physicians who are specialists also climbed—in recent decades at an accelerating rate. By
1970, the proportion of specialists had risen from a trivial figure at the turn of the century
to 34% in Britain, 42% in France, 56% in Sweden, and 77% in the United States
(Hollingsworth et al., 1992, p. 14 and table 1). �ecent figures show that the specialist share
of all doctors in Canada and Germany is a bit less than half while the United States may
be headed for a specialist share of 86%, a figure based on the choices of all 1992 graduates
of medical schools (Koop, 1995, p. 44).6

In the absence of state control, more privatized, commercialized systems accelerate the
trend toward increasing medical specialization. A high proportion of specialists with little
constraint on their high-tech services has several effects: it speeds the diffusion of innova-
tion, especially very expensive technologies (Hollingsworth et al., 1990, pp. 186 – 190); it
means more expensive services in hospitals and more staff; it reduces age-sex standardized

 . Density of physicians (circa 1984) and real health (circa 1980)

aWorld Health Organization, World Health Statistics Annual, 1988 (Geneva: World Health Organiza-
tion, 1988), pp. 43 – 70.

bSee footnotes to table 16.4 and text. Health score is next to country.
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mortality rates but at ever-increasing cost (pp. 30 – 31). Thus, a high ratio of specialists re-
duces social efficiency. In fact, both the trend toward doctor density and a rising ratio of spe-
cialists boost medical expenditures more than they reduce mortality (p. 151). In other words,
there is a diminishing return from increases in this most-expensive, labor-intensive service.

That government policy shapes the specialist ratio in all systems—the most-privatized as
well as the most-nationalized and centralized—is illustrated by the United States, the ex-
treme case of specialization with the largest “private” sector. Since World War II, begin-
ning with the Hospital Construction Act of 1946 (popularly named the Hill-Burton Act),
government policy has favored the expansion of the supply and diffusion of hospital-based
care, biomedical research, and innovations in medical technology, as well as the training of
specialists who further the demand for such sophisticated care ( Jacobs, 1995, pp. 144 – 146).
Under Hill-Burton, the government dramatically increased the number and geographical
dispersion of hospital beds, not just in metropolitan areas but in smaller cities and rural
areas. Then it actively promoted the training of specialists who would practice in these hos-
pitals, providing acute care rather than primary or preventive care. Finally, it generously
funded medical research and development through the National Institutes of Health
(whose inflation-adjusted budget escalated from $26 million in 1945 to $7 billion in 1990)
and to a lesser extent through the Departments of Defense and Energy (ibid., pp. 144 – 145).
In 1998, Congress doubled the NIH budget to $15.6 billion. The financing and diffusion
of hospitals, especially acute care personnel, and the growth of a large market for innova-
tive medical technology and drugs are major causes of the extraordinary specialist ratio and
cost explosion of the U.S. medical-care system. As Lawrence Jacobs suggests,

While other countries also have encouraged the development of medical technology,
the U.S. government’s unprecedented degree of involvement has contributed to the
far greater availability of magnetic resonance imaging (M�I), radiation therapy units,
organ transplantation, and other innovations than is the case in Canada, Germany, and
other countries. The expansion of supply has been financed by direct government
subsidies as well as by insurance companies and Medicare, which reimburse hospitals
for capital expenditures. (p. 145)

In short, U.S. public policy gave priority to increasing the supply of specialized, techno-
logically intensive health care; widening access took a back seat. This locked the United
States into a payment system—procedure-based, fee-for-service—that discouraged primary
care, preventive care, and low-tech solutions. The resulting institutionalization of expensive
care made it more difficult to reverse course and embrace universal coverage, quite apart
from the political-system barriers discussed in every chapter in this book. In contrast, all
other modern democracies began with equality of access as their primary goal, which
forced them to concentrate hospital care in fewer places, multiply and disperse primary-
care clinics, increase the supply of GPs or family practitioners, and discourage overspecial-
ization. Where they established universal coverage but still centered their care in hospitals
as in Sweden and Germany, their costs did rise beyond the norm (see table 16.4), but they
were in a position to consolidate the high-tech care and ration it more fairly according to
need rather than income.
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Everywhere specialists take enormous pride in their work and demand munificent re-
ward for their prolonged training and scarce skills. If there is little countervailing power,
their income skyrockets. For instance, the 1994 median income of the seven highest paid
specialists in the United States (income derived only from practice) ranged from $279,060
(neurosurgeon) to $209,490 (gastroenterologist). GPs earned a median of only $100,240
(Wall Street Journal, December 21, 1995).

How difficult it is to dampen the enthusiasm of highly trained specialists for expensive
procedures that only they have mastered or hope to master is illustrated by Norway’s at-
tempt to rein in heart transplants. In rationalizing health-care priorities the health planners
were able to lengthen waiting lists for least-urgent surgeries and limit severe burn cases and
liver transplants to one hospital to avoid duplicate facilities and personnel and gain the ben-
efit of more intensive specialization. But later when they tried to limit heart transplants,
they failed. First they decided that Norway would do none, that it is cost-beneficial to fly
these patients to the United Kingdom or United States at much lower cost than the cost
of training and paying Norwegian doctors to do such transplants. Norwegian heart sur-
geons, however, like their colleagues everywhere, love high-tech medicine; they think it is
glamorous, exciting, not to mention a matter of national pride. So an Oslo hospital, on the
sly, built up heart transplant skills (practicing on pigs) and called a press conference after
their first attempt on humans. The headline: “Successful Heart Transplant in Norway.” The
politicians and health planners were both surprised and defeated by the publicity. Now
Norway does heart transplants and is second only to the United States in the percentage
of the population having transplants. (Personal interviews; see also Hollingsworth et al.,
1992, pp. 32 – 33.) If Norway has trouble controlling specialist enthusiasms, the United
States, with its much higher specialist ratio should have much greater difficulty.

It is a great irony that the United States has become a cash cow supporting both pub-
licly and privately funded medical research, which is then diffused worldwide (Aaron, 1996,
p. 55). If the United States ever got control over its profligate spending, most other rich
democracies might have to increase their medical research and development budgets or
suffer the loss of virtually free science and technology.

After decades of specialist expansion and cost escalation, most rich democracies are now
attempting to increase the role of primary-care physicians (Eurostat, 1995, p. 116). Clearly,
total costs are lower where primary-care doctors function as gatekeepers for specialists and
hospital services (OECD Observer, February/March, 1995, p. 25; Glaser, 1991, p. 411).
Whether an abundance of general practitioners (e.g., family practitioners, pediatricians, and
general internists) yields better health performance is another matter. The British NHS—
a high ratio of primary-care physicians but a below-average national health record (see my
table 16.4)—suggests caution. Because we have data on the ratio of specialist to primary-
care physicians for only a few of our 19 countries, we cannot systematically assess the effect
on health indicators beyond what we have seen in four- or five-country comparisons (e.g.,
Hollingsworth et al., 1990; Weiner, 1987) or the 10-country exploration of primary care
by Starfield (1992). In assessing the relative impact, we have to rely on leads from more in-
tensive accounts. They suggest these questions: (1) Do specialists have a greater impact in
widely diffusing biomedical knowledge to the population than GPs? (2) Which type pro-
vides most continuity of treatment? (3) Which pays most attention to the multiple prob-
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lems that shape an illness (the “whole patient”)? (4) Which gives most time and effective
advice aimed at prevention? (5) Which has most effect on measurable indicators? Can we
connect any of the above to health outcomes?

Most physicians are ambiguous disseminators of biomedical knowledge. The clinical
mentality that accents the value of the patient’s individual experience and the physician’s
personal, intuitive judgment (Wilensky, 1964b, pp. 148 – 150; Freidson, 1970) often results
in antiscientific, anti-intellectual prejudices. This is evident in a reluctance to pay attention
to systematic research that might show little benefit from new technology, new drugs, or
surgical intervention (Payer, 1988, pp. 36, 51 – 53, 125 – 126). It is also evident in the great
lag between scientific consensus about diet and prescription habits of physicians. It is not
clear whether specialists or GPs are most resistant to scientific evidence. Much depends on
their degree of interaction with knowledgeable persons. The early studies of the diffusion
of innovative techniques and drugs show that the early adopters of scientific innovations
were sociometric stars, physicians at the center of professional networks. They also read the
medical journals more frequently and thoroughly. In contrast, the more socially isolated or
peripheral physicians, typically solo practitioners, were slow to learn of these techniques,
and incidentally, avoided risk (Coleman, Katz, and Menzel, 1966, pp. 79 – 93, 106 – 111).
That suggests the hypothesis that specialists in research hospitals or large clinics would be
more receptive to science than GPs unless the latter were also practicing in hospitals and
interacting with them.

Beyond the possible edge of specialists as disseminators of medical knowledge and hence
improved population health, they clearly do much to improve the quality of life. For in-
stance, the great advances in surgical procedures combined with skilled physical therapy
have restored increasing numbers of patients to normal functioning after severe trauma (as
we have seen in earlier discussion of the garage-repair function of modern medicine).

On the other hand, the clinical mentality with its focus on the individual patient, per-
haps most developed among GPs, is indispensable for maintaining the trust at the heart of
doctor-patient relations and ultimately effective health care (Mechanic, 1992, 1995,
p. 1658). Trust in turn is rooted in the degree to which the relationship is continuous. Con-
tinuity is much less likely in systems with high degrees of specialization and complexity.
The continuity of care provided by a family doctor or pediatrician not only gives the pa-
tient a sense that she has an advocate vis-à-vis the bureaucratic and commercial pressures
on medical care, but also gives the doctor a much better base of knowledge to guide her
diagnosis and treatment. Physicians who know their patients and give them the time to
learn more of their condition can avoid the single-disease error, the failure to uncover the
relevant history or multiple conditions or multiple causes of a condition—in other words
the incapacity to place the patient’s ailment in larger contexts. Without continuous over-
sight by a primary-care physician, medical care is often fragmented, uncoordinated, and in-
effective, if not dangerous.

A hint that societies with a medium or medium-high ratio of GPs to specialists have
better health performance comes from the four-country study by Hollingsworth et al.
(1992). They found that although increases in total number of physicians and the number
of specialists both reduce mortality, the sheer number of doctors has a bigger effect than
the percentage of specialists. Based on regression analysis the study concludes, “Net of other
factors more state control over prices and personnel, interacting with more investment in
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the number of doctors, has a beta of – 0.78 with age-sex-standardized mortality rates; state
control over prices and personnel interacting with the level of specialization has a beta of
– 0.48” (ibid., p. 25). They suggest that both types of practitioners have a good effect in all
countries, partly because of the marked increase in this century in the number of visits to
doctors. As doctor density increased and access to care widened, doctor-patient interaction
increased. The findings on physician density and mortality are consistent with the argu-
ment that GPs, compared to specialists, disseminate a broader array of biomedical knowl-
edge throughout society. Specialists may “keep up” better and be a bit more open to sci-
entific evidence and innovation, but they speak to a narrower range of issues and treat only
part of the organic whole. Continuity of primary care in which the whole patient can be
assessed and managed apparently has a greater effect in reducing population mortality than
the uncoordinated care of specialists, however dramatic the latter’s impact on the smaller
number of intensive-care patients. What is needed, however, is studies of these two broad
types of care on a broader range of health indicators and a broader range of countries.

If an abundance of GPs, say about 50%, can favorably shape health outcomes, what about
an abundance of nurses, nurse-practitioners, and midwives? �elating our real health index
(described above and in footnote “a” in table 16.4) to data on the number of nurses and
midwives per 10,000 population for all of our countries but Israel, we see that the cadres
of nurses and similar staff do contribute to good health performance.

Table 16.2 shows that a high nurse-midwife density is associated with good to excellent
health performance. Of the seven countries ranked highest in health outputs, five have the
highest density of nurses and midwives. And of the eleven countries ranked average to poor
in health performance, only two (Australia and the United Kingdom) are high in this staff

category. The truly deviant cases in that table are the Netherlands (ranked 15th in nurse-
midwife density but 3rd in health performance) and the United Kingdom (2nd in nurse-
midwife ratio but 13th in health performance). It is possible that staffing figures for these
two countries are not comparable (see footnotes b and c), but if they are roughly accurate,
here is a possible explanation. The United Kingdom exceeds every other country in its GP
to specialist ratio. If it also ranks so high in the nurse ratio we might infer that the spe-
cialist/hospital sector is underfunded and understaffed, as is the whole system (see chap. 5).
Perhaps Britain’s NHS represents the extreme beyond which the benign effects of GPs and
nurses diminish. The Netherlands exception (low nurse/midwife density, excellent health
performance) may be explained by the exclusion of midwives from the figure. (I could not
confirm this.) For, in fact, Holland evidences a strong preference for midwife-attended
home births. Public insurance pays for midwife and GP fees for a normal home birth and
will reimburse for childbirths in a hospital only with a diagnosis of complications. Thus, it
has the highest rate of home deliveries in Europe. (Glaser, 1991, pp. 250.) Consistent with
my hypothesis, its infant mortality rate puts the Netherlands in the best-performing 2 to 6
of our 19 rich democracies from 1960 to 1990 (Scheiber, Poullier, and Greenwald, 1992,
table 25).

Although I could not find data for many countries on the midwife ratio alone, there is
good evidence that they, like nurses, nurse practitioners, and similar physician assistants, pre-
sumably less skilled than physicians, can do much of the traditional more routine work of
the physician, such as immunization, distributing birth control devices, treating common
infections, and educating patients in good health habits—sometimes with better effect
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(Ford, 1992; Mechanic and �ochefort, 1996, p. 259). A multiple regression study of pre-
fecture reductions in infant mortality in Japan (whose rate of improvement was the best
of our 19 countries, 1960 – 80) found that public health nurses per 100,000 population was
the only significant medical intervention that is strongly correlated with reduced infant
mortality. The nonmedical variables that were robust were economic development (per
capita income and urban occupation) and low population density. (Morio, 1985.) The place
we might expect midwives to be on average as good as or better than physicians is in re-
ducing the neonatal mortality rate. Levy, Wilkinson, and Marine (1971) report a clinical
trial in Madera County, California in which delivery of prenatal care by nurse midwives
resulted in significant reductions in the neonatal mortality rate in the county; subsequent
reversion to care by physicians resulted in an increase in the neonatal mortality rate. These
are at least clues to the results in table 16.3. In the absence of good cross-national data we
can speculate that countries that do best in universal access, in assuring equality of care, and
in reducing inequalities of outcomes, as well as cost control probably approach 50% in their
reliance on GPs, and are well staffed with nurses and midwives.

In sum: Although data are generally limited to fewer than our 19 countries, my analy-
sis suggests that a balance between specialization and primary care, perhaps 50/50, results
in wider diffusion of biomedical knowledge, more continuity of treatment, better diagno-

 . Density of nurses and midwives and real health (circa 1980)a

aSource for number of nurses and midwives per 10,000 population: OECD, Measuring Health Care
1960–1983: Expenditure, Costs, and Performance (Paris: OECD, 1985a), p. 115. For real health index, see foot-
notes to my table 16.4 and text.

bThere is a large discrepancy with figures published by the German Association of Hospitals (Alber,
1988), which puts the Belgium nurse-midwife ratio much higher (about 77) and the UK ratio much lower
(about 45).

cGerman Hospital Association data (Alber, 1988, p. 260).
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sis of “the whole patient,” and more time and money for prevention. Further, if primary-
care physicians and their assistants serve as gatekeepers to specialists and their activities are
coordinated, better cost control is likely. Clinics that combine specialists and generalists
where they interact freely—and are not hostages to insurance companies and other man-
agers preoccupied with cost cutting—may be ideal for this balance (cf. Mechanic, 1992, p.
1723). Sweden and Norway approximate this picture. There is some evidence that all of
the above improves a nation’s health performance. In contrast, systems with a sharp sepa-
ration between hospital-based specialists and GPs, such as Germany’s and Britain’s, are
below average in real health performance (table 16.4). Finally, the case of the United King-
dom suggests that a willingness to pay more than 7% of GDP and a specialist ratio higher
than 25% is necessary for good health performance.

Preventive Care and Health Performance

As we have seen, strong state intervention (financing, prices, personnel) boosts the ratio of
GPs and nurses to specialists, which, in turn, leads to a broader dissemination of biomed-
ical knowledge and an emphasis on disease prevention and health promotion services—a
reallocation of medical budgets. Among the cost-beneficial preventive services are immu-
nization, blood pressure screening, mammograms, and Pap smears (Mechanic, 1996, p. 155),
as well as screening for some other cancers, cholesterol testing, and diet therapy (Glenner-
ster and Matsaganis, 1992, p. 38). �egarding health promotion, the authoritative word of a
physician about good health habits at a time when the patient is anxious and vulnerable is
doubtless more persuasive than the same messages from a nagging mother. And, as chap-
ter 15 has shown, a wide array of aggressive regulatory and educational measures can re-
duce tobacco use substantially.

But preventive medicine is no panacea and at its best—comprehensive education and
health promotion as an integral part of health care for the entire population at risk—it
hardly saves money; it is expensive. First, many preventive measures are of dubious value in
prolonging life or improving the quality of life—for instance PSA screening for prostate
cancer among men under 50, surgery for an enlarged prostate, drugs to remove cholesterol,
annual Pap smears vs. one every three years (�ussell, 1986, 1994, pp. 6 – 44). Second, a pre-
ventive approach to medical care takes time, one reason that increasing the percentage of
GPs and nurses has a better effect on national health performance than increasing the per-
centage of less accessible specialists. As David Mechanic suggests, if the physician is to have
an effect on a patient’s eating habits, diet, smoking, and substance abuse, he must have suffi-

cient time to communicate clearly, to elicit questions, and to provide appropriate feedback
(1993, pp. 14 – 15)—time to develop a reasonably stable, trusting relationship. Again, time
is of the essence, and time is money. The final and most important reason that preventive
care at its best is expensive brings us back to the theme at the opening of this chapter:
countries that have reallocated their spending toward family physicians and physician assis-
tants, including public health nurses, and have constrained the overuse of high-cost tech-
nology and specialist services also tend to spend increasing amounts on health-related so-
cial policies that reduce the population at risk. They have reduced large inequalities in
access and in levels of health. They have invested in public health. They have combined
this with programs of subsidized housing, home care for the aged, poverty prevention, and
health education in clinics and schools. They have developed family policies accenting pre-
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natal and infant care, parental leave, and child care at every level of child development (chap.
7). They have crafted policies and programs that reduce teenage pregnancy and drug abuse
(chap. 8). They have been effective in cleaning up the air and water (chap. 15). In short,
the effectiveness of preventive medicine is greatly increased where it is integrated with
broader health-relevant programs for the most vulnerable populations at risk and where
cost pressures do not subvert the physician’s clinical time and practice.

The United States is deviant in almost all of these measures. Although lifestyle risk fac-
tors (e.g., smoking, poor diet, drugs and alcohol abuse, firearms, sexual behavior, and auto
accidents) accounted for about half of premature deaths in the United States in 1990, the
United States spends less than an estimated 10% of its health-care dollars on disease pre-
vention and helping people to adopt healthy habits (Bodenhorn and Kemper, 1997, pp. iii,
2). That includes all funding for personal preventive health and community health services.
Whether in comparative perspective 10% is high or low is not known because no good
comparable definition or data are available. But there is reason to believe that the preven-
tive percentage is relatively low and, more important, that the money the United States de-
votes to prevention is less effective than it is in many European countries, especially for
younger populations. First, the United States has not achieved the near-universal coverage
that is the norm in all other rich democracies. And young adults who can benefit most
from preventive strategies are also the age group that is disproportionately uninsured (ibid.
p. 34). Second, the uninsured in rich California comprise nearly one in four of the popu-
lation; they have the poorest health status, highest health risks, and least access to clinical
preventive services such as blood-pressure screening, mammograms, and pap smears (ibid.,
pp. vii). Third, although such “managed-care” providers as HMOs cover an increasing frac-
tion of the medically insured and sell themselves as accenting prevention, this is more com-
mercial propaganda than substance, more marketing than actual disease detection or early
intervention. As David Mechanic suggests (1996, p. 156), HMOs have joined insurance
companies as skillful risk avoiders; their wellness programs are designed to recruit young,
healthy enrollees, who are at once the most attracted to this rhetoric and the least at risk
of contracting expensive illnesses.

Finally, the U.S. deviance is pinned down in two studies: one of primary care in the
United States, the United Kingdom, Denmark, Finland, and Sweden (Weiner, 1987); the
other of preventive care in 10 European countries (Williams and Miller, 1991). Although
Weiner argues that the United States is converging toward European patterns of increased
centralization of management and integration of providers and a de-emphasis of retrospec-
tive and fee-for-service payment, and although he sees U.S. health maintenance organiza-
tions (HMOs) and preferred provider organizations (PPOs) as similar to European trends,
he finds striking differences. As we have seen, the European countries closely control the
distribution of physicians so that general practitioners and family practitioners are much
more widely available than in the United States. Equally important for prevention, the four
European countries are superior in having organized proactive programs of prevention (e.g.,
immunization uptake rates) and in preventive care to children (Weiner, 1987, p. 442). The
more extensive Williams and Miller assessment shows that most preventive care is delivered
outside physicians’ offices in 8 of the 10 European countries studied. Six of them have sep-
arate, dedicated systems of community clinics to provide most preventive and well-child care
(ibid., p. 26). By age three or four nearly all European children are enrolled in public
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preschools that incorporate or are closely linked with programs of health care (p. 39) or have
other relevant linkages (pp. 35 – 39). The general picture is one of national preventive stan-
dards and organized community services with decentralized administration (Miller, C. A. 1991,
p. 4). As in the Japanese case—where huge gains in reduction of infant mortality occurred
in prefects with an abundance of public health nurses (Morio, 1985)—and in contrast to the
United States, these European countries coordinate the primary care of physicians with a
great range of ancillary services such as nurses, midwives, personal social-service providers,
and teachers. As we shall see in table 16.4 this is one reason for their better performance in
such output indicators as infant mortality and pregnancy and childbirth deaths.

The Private/Public Mix and the Myth of the Market

No rich democracy has acted out the ideology of privatization of health care, although the
political rhetoric in a few favors market solutions to the problems of cost, “free patient
choice,” quality, innovation, and access. At first glance, the United States is an exception.
Table 16.3 shows that the private share of total health-care spending in the United States in
1990 was about three-fifths. That greatly exceeds the next highest private share: just under
a third in Austria, Switzerland, and Australia; and typically less than a quarter elsewhere.

What table 16.3 shows is the following:

1. The central tendency is an increase from 1960 to 1990 in the public share of
total health-care expenditures. Of 18 rich democracies, only Denmark and Austria show
slight declines.

2. In 1960, types of political economy counted as a source of reliance on the public
sector. The averages for left-corporatist or left-Catholic corporatist democracies are high,
ranging from the left-corporatist 74% to the left-Catholic corporatist 66% public share
(excluding the deviant case of the Netherlands). Corporatist countries that keep labor at
a distance and the fragmented, decentralized political economies are at the bottom. But
the main story is the very low reliance on public health-care spending of Australia,
Canada, and the United States.

3. By 1990, however, there was considerable convergence. The average for each
category went up except for Catholic corporatism, which remained stable at a high level.
The main story in 1990 is the United States exception—only 42% public (largely
Medicare and Medicaid) and the rest private. Even the Netherlands, Australia, and
Canada moved sharply up toward the rest of the pack, with overwhelmingly public
finance. The United States remained odd man out in its continued reliance on individu-
ally purchased or collectively bargained medical care and in the large number of its peo-
ple with no insurance coverage or inadequate coverage.

4. In 1980 there is no clear relation between reliance on the public share and our
health performance index. The top five in reliance on public spending averaged 9.4 on
the health index; the bottom five averaged 8.9 on the index (table not reported). What
counts as a source of performance is not this measure of public effort but the cash deliv-
ered per person—the public health spending per capita in table 16.4. A very rich coun-
try with moderate effort (public share of total health-care spending) can deliver more
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aOECD (1993f ), table 7.1.1, p. 252.
bSee footnote “a” to table 16.4.
cExcluding the Netherlands as a deviant case.
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money per person than a less rich country with larger effort. For instance, in 1980 the
USA with about half of Ireland’s public share spent $363 per capita in public provision
while Ireland with half of the U.S. GDP per capita but a public share of 82%, spent only
$308 per capita in public provision.

Later, we shall see that types of political economy as they interact with affluence
and both public health and education spending do have strong effects on health perfor-
mance—effects obscured by table 16.3.

The U.S. exception is misleading anyway. First, government subsidies abound: at least 8
in 10 Americans receive health care that is federally subsidized. Beyond those on Medicare
and Medicaid, this includes all people who receive income in the form of employer-
provided health insurance not subject to income tax. It includes the self-employed who can
exclude part of their medical expenses from taxable income. It includes veterans. Second,
everywhere there is a blurring of public/private lines of distinction. In fact there is some
evidence that countries whose elites articulate the most strident free-market ideologies—the
United States, the United Kingdom, New Zealand—develop the most intrusive government
regulations. We have encountered this combination of free-market rhetoric and intrusive
regulatory regimes in the Thatcher-Major health-care reforms of 1991 – 96 (chap. 5); in the
immense apparatus of investigation and surveillance of the poor among countries fond of
means-tested benefits targeted to the poor (chap. 8); and in comparison of regulatory regimes
for the environment and occupational health and safety (chap. 15). It was the antiregulation,
promarket �eagan and Bush administrations that adopted intrusive regulations of hospital
and physician payments (rate setting, prospective payment plans based on diagnostic-related
groups and resource-based relative value scales) (Brown, 1991; �uggie, 1992).

The concept of the market applied to health care borders on the absurd. It is only be-
cause medical economists have dominated debates about health-care reform, especially in
the United States, Britain, and New Zealand, that it is taken seriously in the media and
public discourse (Wilensky, 1997). The guiding concepts of these economists include will-
ing buyers and willing sellers contracting for services in a more or less competitive market
where the buyer (patient) compares alternative sellers (doctors); is adequately if not fully
informed about the nature of the product, its price, and its quality; and makes a rational
choice. The seller as he views his competition must provide either higher quality or lower
price or both or he will go out of business. The system as a whole will thus tend toward
a match between price and quality and a nice equilibrium between demand and supply.
Further, under market discipline, as the price-conscious buyer constrains his appetite for
service and the seller is constrained to be more efficient, cost containment will be the happy
result. Many medical economists know that when applied to health care, these ideas must
be modified; they speak of imperfect competition, managed competition, market failures,
and so on.

As every observer of the institutions providing care knows, the health-care “market” is
wildly different from the market in economic theory. The buyer at the peak of expense
may not even be conscious, let alone adequately informed; if conscious, he is anxious,
maybe in pain, full of fear and ignorant of the purchases before him. His demand for the
service is sometimes urgent, even desperate. Whether the private share of spending is high
as in the United States or low as everywhere else, the typical patient is not even spending
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his own money and no one in the system can accurately gauge the unit cost. The seller-
provider in turn, is a licensed professional monopolist who creates demand by authorita-
tive statements of what the purchaser should want and the buyer-patient has neither the
competence nor the wish to second-guess the monopolist. Is this a market?

In a commercialized system with benefits voluntarily provided by employers to the sta-
bly employed it can be argued that the customer is not the patient; it is instead the em-
ployer or an insurance carrier. In that case, the competition is among HMOs and other
corporate providers in relation to corporate purchasers and is based almost entirely on price
rather than quality or convenience. Both patient and physician become pawns in that com-
petition with decreasing autonomy of doctors, greater restrictions on their clinical judg-
ments, less service, and increasing out-of-pocket costs to the patient, as the “customer”
mounts pressure for reduced prices. This unique medical-industrial complex of the United
States is discussed below.

During the yearlong debate about President Clinton’s proposal for health-care reform
in 1993 – 94, 500-plus economists wrote the Wall Street Journal: “Price controls,” they said,
“never work.” As we have seen, however, all health-care systems that successfully combine
equality of access, cost constraint, comprehensive preventive programs, adequate quality care,
and a moderate to slow adoption of high-cost high-tech innovations rely heavily on pub-
lic funding and government control over prices and personnel through bargaining with
providers.7

If the health-care system is a market, it is a market in which supply creates its own de-
mand, not one in which increased supply drives prices down. In the late 1950s, Milton
�oemer examined the relation between the supply of hospital beds and occupancy rates.
He found that availability alone promotes use (�oemer and Shain, 1959, pp. 12 – 16). Sim-
ilarly, as medicine became more accessible and physicians found new technologies and
methods of treatment and formed new specialties, demand rose along with price. The more
surgeons, the more expensive surgery (Fuchs, 1986b, p. 144 – 147).

Beyond these obvious limitations of a market model applied to health care are more sub-
tle effects of efforts first to devise private/public systems short of national health insurance,
and, second, to increase commercial competition among providers. It is always wise to ask
“What will any reform do to the patient’s interaction with and trust in the physician?” �e-
cent developments in the United States illustrate the consequences of the commercializa-
tion of medicine.

The Medical-Industrial Complex of the United States

Although the United States shares general long-term tendencies in modern health-care 
systems—increased public funding, a blurring of private/public distinctions, increased re-
liance on state coordination of health-care services, a combination of explicit, implicit, and
ability-to-pay rationing, and increased use of specialized high-tech medicine—it is unique
in many ways. The United States is the only rich democracy without national health in-
surance. It has a much higher specialist ratio than other countries and has fewer primary-
care physicians and a much higher use of expensive technology and procedures. Its total
costs, private and public, far exceed all others (at 14.2% of GDP in 1995 it was almost 4
percentage points above the runner up, Germany at 10.4%). Its “private”-sector share at
58% in 1990 was far larger than all others (table 16.3). In rationing medical care it relies
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much more than other countries do on ability to pay and on explicit commands from both
private commercial firms and public authorities. A strong case can be made that the United
States has developed a system with the lowest social efficiency, the most unequal distribu-
tion of health-care services, and, increasingly, the least room for the clinical judgments of
physicians and other professional caregivers. With its astronomical costs, the United States
achieves only a below-average health performance.

Efforts to reform this system almost always result in increased costs or poorer health-
care services or both. The root of the problem is the rapid development of a “medical-
industrial complex,” the commercialization of American medical care. The label comes
from an analysis by Arnold S. �elman, for many years editor in chief of The New England
Journal of Medicine (�elman, 1992, 1997).

If it were not for the ascendance in rhetoric and practice of commercial medicine in
the past 20 or so years, it would be unnecessary to repeat the obvious: medicine is not
merely another commodity like food, clothing, or used cars. And patients (consumers) can-
not fend for themselves, applying the rule of “caveat emptor.” Nor in his daily practice 
is the physician a seller mainly concerned with profit. The social contract that governs
physician-patient relationships, embedded in law, custom, and ethical codes, includes a state-
licensed monopoly to practice medicine, heavy subsidies for training, autonomy in setting
professional standards and working conditions, public support for the �&D and tools and
techniques necessary for practice, as well as hospitals directly or indirectly funded by taxes.
These hospitals provide the physician with the capital equipment and overhead costs that
ordinary businesspeople must themselves pay. In return for the high status, income, and au-
thority all this brings, the physician is expected to protect the patient’s interests by acting
as advocate and counselor. He is expected to adhere to the norm of selflessness—devotion
to the patient’s interests more than personal or commercial profit should guide decisions
when the two are in conflict.

Because American medicine has always had a dominant “private” component (Starr,
1982), strains on this social contract have long been evident. When most physicians were
paid on a fee-for-service basis, there were incentives to violate professional norms. The
more consultations, tests, and operations doctors performed, the more they earned. No
doubt that led to an unknown number of unnecessary tests, excess drug prescriptions, un-
necessary surgery, some of it actually harming patients. However, as �elman suggests, the
average encounter of patient and doctor was still one of trust, the tradition of profession-
alism was strong (1992, p. 101), and the number of GPs with more or less stable patient re-
lationships was substantial.

In the 1980s a trend toward the full-scale commercialization of the delivery of health
care began; it accelerated in the 1990s. There has been a massive shift in the ownership
and control of medical-care provider organizations from public to private and from
nonprofit to profit. It has taken the form of a large, fast-growing industry of “managed
care” that in 1998 covered roughly 160 million people. The speed of this growth is in-
dicated by the fact that as recently as 1990 over 90% of Americans whose employers
(voluntarily) provided some kind of health coverage still received traditional, fee-for-
service insurance (The Economist, March 7, 1998, p. 23). By 1995, that figure had fallen
to 27% ( Jensen et al., 1997, p. 126). With rare exceptions these commercial chains are
investor-owned. More and more of them are regional or national in scope, as the in-
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dustry consolidates and vertically integrates. These new businesses have bought or built
and operated chains of hospitals, clinics, nursing homes, and diagnostic laboratories. As
the government tried to control hospital costs, especially for acute care, they expanded
their holdings in ambulatory and home services and in more specialized services that
are harder to regulate. �elman estimates that by 1992, a third of all nonpublic health-
care facilities were operated by investor-owned businesses. The main story of recent
years is the consolidation and management of physician practices by these investor-
owned corporations.8

As the for-profit corporate sector grew, new financial opportunities for physicians ex-
panded: a growing number have invested in health-care facilities to which they then refer
their patients. They

become limited partners in for-profit diagnostic laboratories and M�I centers to
which they refer their patients but over which they can exercise no professional
supervision. Surgeons invest in ambulatory-surgery facilities . . . owned and managed
by businesses or hospitals, and in which they perform surgery on their patients. . . . A
recent study in Florida revealed that approximately 40 percent of all physicians prac-
ticing in that state had financial interests in facilities to which they referred patients.
(�elman, 1992, p. 102)

Similar entrepreneurial medicine is practiced by office-based doctors who make deals with
wholesalers of prescription drugs and sell those drugs to their patients at a profit. Or they buy
prostheses from manufacturers at a reduced rate and sell them at a profit. Some university-
based research physicians, perhaps a small but growing minority, also have become commer-
cial hustlers. They make financial arrangements to test products, buy equity in the firms mak-
ing the products, and serve as paid scientific advisers and consultants, all the while promoting
the products made by their corporate paymasters for use with their patients or university clin-
ics and laboratories.

Obviously all these illustrations of the trend involve clear conflicts of interest and vio-
lations of ethical codes going far beyond the fee-for-service temptations of 20 to 30 years
ago. Equally obvious, they subvert both the trust and stability of patient-doctor relation-
ships. The government, insurance companies, and employers alike have supported this trend
in the belief that commercial competition and a market model of medical care would con-
tain costs and improve efficiency. It is a great irony that this effort to preserve or increase
health-care competition necessitates a complex apparatus of intrusive regulation. For in-
stance, a Prospective Payment System (PPS) based on Diagnosis-�elated Groups (D�G)
was adopted in 1983 for Medicare payments to hospitals. Providers responded by raising
prices to privately insured patients to recoup shortfalls. Employers who provided some cov-
erage for their employees saw their insurance costs triple from 1980 to 1991. They re-
sponded by demanding that insurance companies crack down on high-cost providers.
(Many small- and medium-sized firms simply dropped coverage for their employees.9) In-
surers responded with a variety of managed-care schemes that micromanaged physicians
and hospitals or tried an arm’s-length adversarial utilization review. They dropped cover-
age or increased prices for poor health risks. (Brown, 1994, pp. 199 – 200; Morone, 1992,
pp. 44 – 45.) The managed-care managers (HMOs, PPOs), under pressure from govern-
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ment, employers, and insurance companies, then began to reduce both the pay of physi-
cians and the services to patients. HMOs, too, have become adept at risk selection.

Meanwhile, the community-oriented, nonprofit, nonpublic hospitals were forced to
compete with investor-owned hospitals and outpatient facilities. Their response has been
threefold: consolidate into large nonprofit chains such as Sutter Hospitals and Catholic
Healthcare West; give up by selling out to corporate chains (some of their trustees and
managers became executives or board members in the medical-industrial complex); or try
to compete by avoiding or limiting their customary services to the poor while actively
promoting their profitable services to insured patients—a formula that at once shifts costs
to the public sector and increases the overuse of high-priced services. The pattern is for
the payers (government, insurance companies, and employers) to push down on hospitals,
many of which are half empty. The hospitals then push down on employees (from doc-
tors to nurses aides), who then, with increased workload, must reduce contact with pa-
tients.10 More work for the same or less pay fosters demoralization among workers in this
managed-care industry; they come to believe that patient care is secondary to the bottom
line. Finally, some of the managed-care firms have now shifted the risk of handling
prospective reimbursements to groups of doctors, some of them quite small, who, prefer-
ring autonomy and thinking they could make as much or more money on their own, ac-
cept a per capita rate and contract to cover all medical needs of each patient on a list.
These physicians then find themselves denying appropriate care—or, worse, doing work
that should be referred out—on behalf of their own bottom line, with no HMO manager
or insurance company to blame it on. By 1997 about one in four of the 483,000 physi-
cians in the United States had at least one capitation contract (New York Times, May 30,
1998); the tendency was for the small independent practice groups to merge with larger
ones (�obinson and Casalino, 1996).

All this, in turn, fostered a congressional consensus, first to regulate insurance compa-
nies—legislation to stop them from skimming off healthier patients and shifting costs to
the public sector—and, second, to prevent them from denying insurance to those who lose
coverage when they lose their jobs or retire early. In the late 1990s both Congress and state
legislatures were also crafting codes of behavior for HMOs, some quite specific and de-
tailed; 43 of the 50 states had already passed laws expanding patient rights in HMOs. And
in 1998 President Clinton proposed a national “Patient’s Bill of �ights.” Politicians were
responding to a groundswell of patient complaints about refusal of care, delays in care, vi-
olations of confidentiality of medical records, gag rules that bar HMO physicians from in-
forming patients of alternative expensive treatments, and premature hospital discharge.
“HMO,” said the critics when HMOs discharged mothers within 24 hours of giving birth,
stands for “Heaving Moms Out.”

In the end, by 1998 the United States had developed a chaos of public and private reg-
ulation, all under the slogan “managed competition” while the totally uninsured continued
to climb, from 38.3 million of the population under 65 in 1992 to 41.4 million in 1996
(New York Times, March 22, 1998). There was also an unknown increase in the number of
those inadequately covered, surely tens of millions who could no longer afford the grow-
ing number of deductibles, copayments, and other out-of-pocket expenses. Even Medicare
beneficiaries found their out-of-pocket expenses climbing.11 In 1997 the average Medicare
beneficiary was paying about $2,600 a year—21% of the typical recipient’s annual income
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(Wall Street Journal, June 23, 1997). Medicare was the last bastion of fee-for-service med-
icine; now these patients are gradually being channeled into the managed-care industry.

What is the impact of the shift to “managed care” or “managed competition” on the
cost-effectiveness of health care? First, there is some consensus that it cuts costs, at least ini-
tially—or, more precisely, it saves money by moving toward increased copayments and by re-
ducing coverage via queues, exclusions, and barriers to hospitalization and costly procedures.
For instance, during the years 1993 – 96 total health-care spending as a share of GDP actu-
ally leveled off at about 14.2%, although per capita expenditures continued to climb.12 Ad-
vocates of managed care saw this as proof of efficiencies achieved. But the GDP fraction re-
sumed its double-digit growth rate after 1997. Moreover, many of the efficiencies claimed
by the private HMOs and managed-care firms come from adverse selection. The sick stay
in high-cost plans if they can afford to, while the more healthy either join the ranks of the
uncovered or gravitate to low-cost plans with proliferating exclusions, copayments, and de-
ductibles (Oberlander, 1998). The best way to make money in this business is to sell insur-
ance or medical services to healthy people. State-administered Medicaid, which is America’s
only long-term care program as well as the means-tested safety net for the poor (see chap.
8), has run into the same problem of adverse selection. In 1998 in New York, Connecticut,
Ohio, Missouri, and Florida, HMOs that had sought Medicaid patients in the early 1990s as
a lucrative market were pulling out. One reason: During 1995 – 97 state legislatures, under
cost pressures from welfare, education, escalating prison expenditures, and deteriorating in-
frastructure, had reduced the monthly rates they pay HMOs per Medicaid member by 10%
to 20% or so. The HMO chains then passed on the pressure by shutting down nursing
homes or evicting their patients.Vencor, Inc., the fourth-largest chain of nursing homes in
the United States, explained that it wants to attract wealthier patients who can afford the
higher levels of medical care it plans to provide. It also fears that growing litigation against
nursing-home owners will impose higher standards of care than Vencor can profitably pro-
vide at Medicaid rates. Florida’s attorney general was, in fact, launching a sweeping Medic-
aid fraud and abuse case against the entire industry. (Wall Street Journal, April 7, 1998.)13

Florida health regulators have already fined Vencor $260,000 for evicting Medicaid residents
from a Tampa nursing home (Wall Street Journal, April 13, 1998).

A major rationale offered by enthusiasts for commercialized managed care and its intru-
sion into the clinical encounter is that it not only cuts costs but improves quality. It does so
by squeezing out unnecessary and dangerous procedures and encouraging the use of more
effective treatments; the growth of “evidence-based” medicine, they say, will be cost-
effective. Aside from lack of good evidence that this has taken place, this assertion ignores
the typical case: the biomedical “evidence” is frequently ambiguous or weak; and whether
data are good or bad, it is interpreted by management personnel overwhelmingly guided by
cost-cutting fervor. This chapter so far suggests that the clinical judgments of professionals
within very broad cost constraints are better than the talk about “evidence-based medicine.”

“Managed care” comes in many forms. Any assertions about its efficiency must take ac-
count of a veritable smorgasbord of managed-care enterprises. When unmanaged indem-
nity insurance dominated the medical insurance market in the 1970s, the form of payment
was fee-for-service and there was no control over provider treatment choices and no con-
trol over the patient’s choice of provider other than ability to pay. By 1987 the share of un-
managed indemnity insurance declined to 41%; by 1991 it collapsed to 5%. Taking its place
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were a variety of group-health insurance plans (�obinson, 1993). In 1990, in descending
order of importance, were four main types. First were managed indemnity plans (57% of the
group health-insurance market). To commercial insurance these add an arm’s-length ad-
versarial utilization review but do not contract selectively with providers. Second, and at
the opposite extreme, are prepaid group-practice HMOs (14%).14 They combine exclusive
contracting between the insurers and providers with a cooperative approach to utilization
and control, including physician peer review. The best few of these, like Kaiser-Permanente,
are held up as models of efficiency and good care expected from the managed-care revo-
lution. Third are preferred provider organizations (PPOs). By 1990 they achieved a 13% share.
PPOs contract with a moderate number of providers but offer partial coverage for patients
who use nonpreferred providers. The fourth major form of managed care is independent
practice associations (IPAs), which had an 11% share in 1990. These limit choices to a closed,
usually broad-based panel of physicians. Unlike many prepaid group-practice HMOs, they
do not require doctors to restrict their practices to those enrolled in the plan. Like PPOs,
the IPAs contract with independent doctors with office-based practices. Both types are sub-
ject only to arm’s-length, adversarial utilization review and control.

In short, �obinson’s 1990 figures show that the prepaid cooperative group-practice
HMOs had only about one-seventh of the national market, although they had a much
larger share in California where they got started early. Dominant were managed-indemnity,
preferred-provider, and independent-practice arrangements, together accounting for 81% of
the group health-insurance market. In the past decade of rapid change the fastest-growing
type was the PPO, but the various types of managed care have interpenetrated as insurance
companies and HMOs contracted with various types of provider associations and groups.
The main form is now a hybrid.15 Only a few managed-care arrangements now resemble
the Kaiser-Permanente HMOs—cooperative prepaid plans that have indeed reined in costs
in the 1990s without sacrificing much care.16 These HMOs are older and more established;
they have large memberships (Kaiser serves more than 5.5 million people in California
alone); they have paid for much of their capital equipment and buildings, although with
expansion this cost advantage has diminished. Most important for health outputs, until re-
cently these Kaiser-type HMOs respected the professional autonomy of their physicians and
clinical staff. Their cost-savings measures did not typically subvert clinical judgments.

It is likely that what cost cutting managed care had achieved by 1997 had already
reached its limits. By then many were losing money—even Kaiser, the deviant case held up
as a model of cost-effectiveness. And by then even Kaiser had hired management consul-
tants skilled in public relations and labor shedding, in the end accelerating pressures on its
staff to see more patients for less pay, thereby reducing both morale and care. One conse-
quence was an increase in labor strife. Over a year, 1997 – 98, the 7,500 members of the
California Nurses Association who work in Kaiser’s Northern California region called six
strikes of one or two days to protest what they called “hit-and-run” nursing and the
speedup in their work.17 Despite its cost-cutting efforts, Kaiser as a whole incurred oper-
ating losses of $881 million and a cumulative net loss of $544 million for two years (1997
and 1998); in January 1999 it announced rate increases from 8% to 12% for most groups
(Wall Street Journal, May 3, 1999).18

Finally, none of these arrangements attack the overhead problem. Paperwork will con-
tinue to metastasize unless the United States cuts down the power of the 1,500 insurance
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companies generating paper and instructions for the hospitals, the HMOs, doctors, and pa-
tients. The medical-industrial complex is one source of the uniquely high administrative
costs of the U.S. system, discussed below.

There is controversy about the real health effects of the shift to managed care. The
change is too recent to assess 10- to 20-year effects, which would be ideal, given the na-
ture of the population at risk with chronic diseases, ailments difficult to diagnose, or treat-
ments and advice that require time to take effect. And as we have seen, the facilities la-
beled managed care are heterogeneous in size, structure, control, payment systems, and
professional autonomy. With so many types of managed care and little agreement on which
types are best for health care, research linking these variations to health outcomes is lim-
ited. The impact studies available are most often one- or two-year follow-ups or literature
reviews that do not adequately assess the quality of data or of research designs (e.g., Miller
and Luft, 1994), and they typically tell little about changes in health among the elderly and
the poor, who if covered are likely to be in fee-for-service systems. Two systematic stud-
ies, however, are especially relevant to my analysis of how organizational arrangements affect
patient-doctor relationships and trust, as well as health outcomes. The first is a four-year
observational study of physical and mental health outcomes among chronically ill adults
treated in health maintenance organizations (HMOs) and fee-for-service (FFS) systems
1986 – 90 (Ware et al., 1996, hereafter the “Ware study”). The second is a study of the
causes of voluntary disenrollment rates among Medicare enrollees in HMOs across the
United States, state by state (Families USA Foundation, 1997). Both studies have the merit
of dealing with patients most at risk.

The Ware study is comprehensive, longitudinal, and careful. It observed changes in a wide
range of health indicators19 among 2,235 patients (18 to 97 years of age) in Boston, Chicago,
and Los Angeles and separately analyzed those 65 years and older and low-income patients.
It compared a wide range of organizational types within each service area: both prepaid
group HMOs (72% of patients) and independent practice associations (28%); HMOs vs. FFS
care in large multispeciality groups as well as solo or small single-specialty practices. Because
there were no significant differences in outcomes between staff-model HMOs and IPA net-
work models, they were combined under the HMO category. Multivariate analysis with all
the relevant controls was carried out. The conclusions most relevant to my analysis of the
medical-industrial complex are these: (1) As many well-designed studies have shown and
the Ware study confirms, HMOs reduce health-care utilization; they “achieve lower hospital
admission rates, shorter hospital stays, rely on fewer subspecialists, and make less use of ex-
pensive technologies” (ibid., p. 1045) than fee-for-service systems do. (2) While HMO and
FFS systems did not differ in health outcomes for the average patient, there were sharp differences for
the elderly and the poor. Elderly HMO patients were twice as likely to decline in physical
health than patients in FFS systems (54% vs. 28%). The physical health of poor patients who
were ill at the start of the study improved by only 22% in HMOs; their health improved by
57% in FFS systems. These results held across the three major metropolitan areas. (3) Orga-
nizational arrangements made little or no difference for mental health performance. In short, up until
1991, HMOs achieved substantial cost savings at the expense of the population most at
risk—the elderly and the poor, especially the poor who were most physically limited.

The second study provides a clue to the differences between profit and nonprofit
HMOs. Families USA analyzed 1996 voluntary dropout rates for the 158 HMOs in the
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United States with at least 1,000 Medicare enrollees. The survey was based on data from
the federal Health Care Financing Administration. The study reports disenrollment rates
per year (all of 1995, all of 1996, and the first four months of 1997) and for three months
(rapid disenrollment) in 31 states and the District of Columbia. Nationwide one of seven
Medicare beneficiaries are enrolled in HMOs, but this will increase as 1997 legislation en-
couraging HMO enrollment takes effect. California already has 38% of Medicare benefi-

ciaries in HMOs. The relevant findings: (1) Disenrollment rates (dropouts as a percentage of av-
erage monthly membership) were increasing during the study period. (2) Disenrollment rates vary
dramatically by state. The national rate is 13%, but states range from a low of 2.7% in Hawaii
and 4.2% in Minnesota to a high of 31.6% in D.C., 25.3% in Florida, 21.8% in Kentucky
and 19.4% in Texas. In 1996, 6 of the 10 Medicare HMOs with the highest disenrollment
rates were in Florida, 3 were in Texas, and 1 was in California (Health-Net Central Val-
ley). Among states with more than two Medicare HMOs in 1995 and 1996, Florida and
Texas had the highest disenrollment rates. For assessing the impact of the medical-
industrial complex, it may be significant that HMOs in these two rapid-turnover states are
numerous; they also remain profitable despite heavy turnover and they rank high in the
proportion of physicians who have financial interests in health-care facilities to which they
refer patients.20 (3) Where there is a large choice of HMOs, Medicare beneficiaries who drop
out of one HMO tend to join another HMO. (4) Most important for assessing the impact of
the commercialization of medicine, disenrollment rates are highest among profit-making plans.
Seven of the 10 plans with the highest disenrollment rates were for-profit while 9 of the
10 plans with the very lowest disenrollment rates were nonprofit.21

The authors of this study point out that high disenrollment rates are not a perfect guide
to either low-quality care or patient dissatisfaction. Enrollees might leave if their doctor left;
or where there are many options, they might change HMOs because of small differences in
cost or coverage (e.g., copayments for drugs). There are also peculiarities in particular mar-
kets. For instance, “one insurer significantly raised its premiums to encourage members to
disenroll and reenroll in the insurer’s other, and less generous, HMO product” (ibid., p. 14).
Finally, small and new HMOs have higher quit rates than large and established HMOs. The
beneficiaries in some states have little or no experience with HMOs. They face bewilder-
ing choices of new and ever-changing types of insurance and managed-care plans. Examin-
ing the very large differences between HMOs of equal size and age, however, the researchers
conclude that the main reasons for high quit rates are misleading marketing, poor service,
and patient confusion and dissatisfaction.

Serious marketing fraud in the Medicare HMO program has been well documented.
Marketing agents have lied about the “advantage” of Medicare HMO enrollment
compared to the “disadvantages” of fee-for-service Medicare, obtained beneficiary
enrollment signatures under false pretenses (“just sign here to show that I have vis-
ited”), forged signatures, and in other ways misled beneficiaries into joining their
HMO. (Families USA Foundation, 1997, p. 15)

In contrast, HMOs with very low disenrollment rates tend to rate high in quality of ser-
vice. Many of these low-quit rate plans receive top grades in a number of HMO report
cards. For instance, in October 1997, the Pacific Business Group on health, a coalition of
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33 large California employers, gave Kaiser Permanente Health Plan in Oakland its “blue
ribbon” award as the best-rated plan, based on enrollee satisfaction, quality of care, cost, and
leadership in improving standards (ibid., p. 15). Kaiser, one of the few large nonprofit
HMOs left, was also rated near the top of the more than 1,000 HMOs in quality of care
by the National Committee on Quality Assurance (New York Times, April 9, 1998).

We can infer from these two studies and others cited above that HMOs compared to
the U.S. alternatives, including fee-for-service arrangements, are worse for the elderly, the
chronically ill, and the poor. Managed care in general reduces unnecessary care; but it also
reduces necessary and beneficial care.22 Conclusions about variations in disenrollment rates
among Medicare HMOs support my earlier discussion of threats to the professional au-
tonomy of the physician and the subversion of stability and trust in physician-patient rela-
tionships. The low patient turnover of nonprofit HMOs and the very high turnover of for-
profit HMOs in Florida and Texas, where marketing fraud and poor-quality service
abound, suggest that it is the commercialization of the medical-industrial complex, not the
form of managed care, that subverts good health performance. But careful assessments of
health outcomes linked to organizational forms are rare and the duration of most studies is
too short to make more than tentative judgments.

The advocates of managed competition thought that private health plans and insurance
companies would compete to enroll large regional pools of workers and other groups.Vig-
orous competition to win contracts with cost-conscious employers would drive down the
cost of care; the savings would be used to extend care to the uninsured and improve the
cost-benefit ratio. It is not only this chapter that suggests that the argument was flawed. Dr.
Paul M. Ellwood, one of the architects of managed competition, looking back at Jackson
Hole where he and health-economist Alain Enthoven organized a famous series of con-
ferences to promote the idea, said “the real weakness of the system now is that nobody
trusts anybody. Health plans are on the defensive, doctors are on the defensive and patients
are skeptical” (quoted in New York Times, March 22, 1998). Well, yes.

Why Health-Care Reform in the United States Fails

A side effect of the medical-industrial complex is to increase the political barriers to a com-
prehensive reform of the U.S. system. I once thought that incremental reform—
piggybacking “kiddie care” onto OASDHI, and gradually adding other categories in the
good old American way of backdoor entry—was the best feasible option (Wilensky, 1975,
pp. 41 – 42). Twenty or 30 years ago that was a reasonable position. But with the rapid com-
mercialization of medical care, such incremental reforms are ineffective. For instance, a 1996
reform, the Kennedy-Kassebaum law, in theory guarantees that people losing group health
insurance will have access to coverage in the individual insurance market regardless of pre-
existing medical problems—a typical pinpointed, incremental reform to expand coverage.
The General Accounting Office in March 1998 found the following: (1) Some states did
not cooperate; they refused to subsidize or spread the costs of individual insurance, say
through pools for high-risk people, and the federal government had not allocated money
or personnel to fill the gap. (2) Consumers lose most of their rights if they do not buy a
policy within 63 days of losing group coverage and are usually unaware of that. (3) Some
insurers redesign benefits to exclude coverage of particular illnesses or costly procedures for
a specified period. (4) Some companies deny commissions to their insurance agents if they
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sell policies to people with medical problems. (5) Most important, insurers typically price
the target population out of the market. The GAO found that “premiums range from 140
percent to 600 percent of the standard rates.” That means an outlay of at least $10,000 to
$15,000 a year. (New York Times, March 17, 1998.) Another notable failure of incremental
reform was the enactment in 1988 of a law to protect Medicare beneficiaries against the
costs of catastrophic illness—and its quick repeal before any of its major benefits took effect.

Without a dominant public share of total spending, without universal coverage under
national health insurance, without a global budget, the game of risk selection and cost shift-
ing is the main game in town. Managers in the private sector devote themselves to shift-
ing costs to the public sector and avoiding sicker patients and less affluent populations. Con-
trols over one part of this fragmented system inspire rising prices in other parts and reduced
service in the area controlled. This is the record of commercialized “managed care.” The
political effects are to invite closer regulation by government, still more ineffective incre-
mental steps, more intrusive regulation, and so on.

�ecurrent efforts to achieve national health insurance from Teddy �oosevelt through
Truman to Clinton have failed. In debates about health-care reform it is invariably said that
the United States cannot achieve European or even Canadian and Australian health-care
coverage because of the American culture of economic individualism—the accent on min-
imum government, private property, and the free market. So the United States must settle
for “market” solutions and incremental reforms that have given us the new medical-
industrial complex. But we have seen in chapters 4 and 10 that mass sentiments and public
opinion are poor predictors of the electoral and legislative success of antitax, antispending,
antibureaucratic movements and parties—�eagan in the United States, Thatcher in the
United Kingdom. They are equally poor explanations of the defeat or victory of advocates
of national health insurance. Both elites and masses in all rich democracies are ambivalent
and contradictory in their values and beliefs. The survey data presented in chapter 10 show
that whatever national ideological differences appear in responses to abstract questions—and
these differences are not large—the issue-specific attitudes toward taxing, spending, and the
welfare state are very similar across countries and over time: modern populations everywhere
love publicly financed pensions, disability insurance, national health insurance, and, increas-
ingly, family policies. Moreover, the contours of public opinion have remained quite stable
since World War II. The universal popularity of national health insurance remains intact.
Whatever their rhetoric or whatever their behavior in office, backlash politicians such as �ea-
gan and Thatcher or the �epublican leadership of Congress 1994 – 2000 have been unable
to change this basic structure of opinion except for brief moments (see table 10.1).

This kind of radical disjunction between elite rhetoric, public policies, and popular opin-
ion was evident during the yearlong debate over health-care reform in 1993 – 94. Striking
contrasts appeared between political rhetoric in Washington and public opinion, between
responses to general slogans and to specific issues. Despite the sharply partisan climate, de-
spite fear-mongering slogans by the small business lobby and insurance companies (in-
cluding the Harry and Louise commercials that pictured a nice couple over a kitchen table
bashing the Clinton plan as a threat to everything they cherish), despite all that, issue-
specific opinion remained friendly to the outlines of national health insurance. Cross sec-
tions of the American population that were polled about issues remained enthusiastic about
universal and government-guaranteed coverage via an employer mandate; portability of all

Wilensky_CH16  3/14/02  2:03 PM  Page 607



System Performance

608

medical insurance, and prohibition against insurance companies’ refusal to cover preexist-
ing conditions—in short, the content of the administration bill. But the same respondents,
asked whether they support the “Clinton health-care proposal,” gave their TV-driven neg-
ative response. Few, of course, knew what the proposal contained ( Jamieson and Capella,
1994). The media, especially television but also the prestige press, concentrated on politi-
cians shouting at one another in 20-second sound bites, the style and content of the ad-
vertising war, and the details of the political process, accenting extremes (Fallows, 1996,
pp. 222 – 229; Johnson and Broder, 1996, pp. 628 – 635; Hamburger, Marmor, and
Meacham, 1994). Despite this cloud of confusion and hysteria, a majority of the public
showed support for the specific ingredients of reform (as reported in the Gallup Poll
Monthly, and in the �oper Center reviews of diverse polls in The Public Perspective). My fa-
vorite example of media-filtered “information” that is fed back to pollsters as public opin-
ion is from a focus-group survey on the proper role of government, done at the height of
the balanced budget debate of 1994 – 95. One older citizen on social security who was a
heavy user of government-provided Medicare explained that “I want the government off

my back . . . I don’t want the government messing around with my Medicare.”
Because the structure of public opinion—the rank order of enthusiasm by program and

group—is so similar across nations and over time; because broad, abstract ideologies are
partly self-canceling, with every country embracing both economic individualism and col-
lectivism, we must look beyond public opinion for explanations of the American peculi-
arity, the repeated defeat of national health insurance. Instead we must look to the struc-
tural differences discussed in every chapter of this book: electoral systems and the structure
of government; the strength and character of political parties; the structure and function of
major interest groups, including labor, the professions, employers, and their bargaining
arrangements with one another and with government.

The mystery is why the United States is unique in its resistance to national health in-
surance while it shares so many common features of other public policies with the United
Kingdom, Canada, Australia, New Zealand, and Switzerland. A brief comparison of the
United States and Canada may shed some light on this puzzle.

The United States and Canada share their origins in the British empire but lack a feu-
dal past. As I have shown in other chapters, they are both characterized by a decentral-
ized federalism with continual battles over “states (provincial) rights”; alternating major
party control of government; majoritarian electoral systems with the rule of “first-past-
the-post”; and fairly rapid erosion of political parties. Both countries are well below av-
erage in their social spending and were late in developing the welfare state. There is even
a parallel in the regionalism of the two countries: from President Johnson on, federal
largesse has flowed disproportionately to the South and Southwest just as federal funds
in Canada went disproportionately to Quebec (militants, who win attention and cash
transfers by threats to secede, derisively call this “fédéralisme de portefeuille”). Among
our rich democracies, all this makes Canada and the U.S. most-similar systems. Until 1980
they also shared relatively poor economic performance, including high unemployment
(tables 12.1 and 12.3). Thereafter the U.S. economy outperformed Canada’s (table 12.6),
which should have made it easier for the United States to enlarge health-insurance cov-
erage and quality.Yet in 1972 Canada adopted a national health-insurance plan, while the
United States avoided it and eventually moved toward decreasing coverage and greater
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inequality of access in a burgeoning medical-industrial complex. The outcome has been
well above average health performance in Canada, below average in the United States
(see table 16.4).

If the two countries had begun with different medical-care systems, their contrasting
paths of development might be more easily explained. But that is not the case. Before
Canada adopted comprehensive reform in the early 1970s, the medical care systems of the
two countries were much alike. In 1971 their health-care spending as a percentage of GNP
was nearly the same (Canada, 7.4%; the United States, 7.6%). Hospitals were a mix of non-
profit and commercial. Most medical insurance was private. In both countries physicians
were paid by fee-for-service, and their training and outlook were alike (Kudrle and Mar-
mor, 1981, p. 104). Finally, the politics of medical care had strong family resemblances. Just
after World War II, while President Truman’s proposal for national health insurance was
being defeated in Congress by a coalition of conservative �epublicans and Southern Dem-
ocrats open to medical, hospital, and insurance-company interests, a similar proposal by
Canadian provincial and federal governments was going down at the hands of a similar
coalition.23 For instance, the ideological position of the American Medical Association to
what they called “socialized medicine” had its counterpart in the Canadian Medical As-
sociation and provincial associations, although Canadians were somewhat more open to
government-financed, income-tested medical care for the poor where the market could not
do the job. In fact, in 1962 when health-care reform was again in the air and when the
CCF/NDP government of Saskatchewan actually adopted comprehensive medical-care in-
surance, doctors responded with a 23-day strike. Later, when comprehensive national re-
form was in place and the government prohibited extra billing—billing on top of the gen-
erous ceilings authorized by the state—doctors staged another strike in Ontario.

Explanations of the different outcomes despite these similarities emphasize differences
in the politics of reform that on most issues made little difference but on issues of medical
care were crucial.24 Five are most relevant. First, while decentralized federalism prevails in
both countries, the 10 provinces of Canada have more explicitly reserved powers than the
50 states of the United States. The fewer, larger, more powerful provinces of Canada facil-
itated innovation in medical care that could serve as a model for federal social policy much
more than, say, social reforms in Minnesota or New York could spread to Washington. Sec-
ond, electoral laws shape the prospects of social-democratic parties that advocate national
health insurance. State laws in the United States are serious barriers to the appearance of
third parties on the ballot. In contrast, a substantial social democratic party in Canada pro-
vided the impetus for national health insurance. More generally, its credible electoral threat
to the two major parties pushed the entire political spectrum somewhat to the left. The
Cooperative Commonwealth Federation (CCF)—later renamed the New Democratic
Party (NDP)—came to power in Saskatchewan in 1944, placing health care firmly on the
political agenda. They adopted a provincial hospital plan in 1947; British Columbia fol-
lowed in 1948, and Alberta in 1950. By 1957, again against the opposition of providers and
insurance companies, the central government adopted national hospital insurance with cost
sharing between Ottawa and the provinces. The biggest breakthrough occurred in 1962
when the prairie populists of Saskatchewan adopted a comprehensive public medical-care
insurance program with generous terms for doctors, including the option to bill the pa-
tient directly above the fee covered by the government. Saskatchewan was following UK’s
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minister of health, Aneurin Bevin, who said of the opposition to the NHS, “I stuffed their
mouths with gold.” As their income became steadier and higher, doctors became less mil-
itant in their opposition to national health insurance. By the early 1960s Ontario had de-
veloped mandated hospital and medical insurance for the employees of medium- and large-
size enterprises.

In the end, the demonstration effect of the western provinces and Ontario eased the pas-
sage of the Medical Care Act of 1966, which was fully implemented by 1972, and strength-
ened in 1984 by banning extra billing by physicians. It required public, nonprofit adminis-
tration, comprehensiveness of service, universality of coverage, portability if the person moves
or changes jobs, and equal accessibility. The system is “centralized” in the sense that the
provincial governments are single payers with costs shared by the federal government, com-
bined with “decentralized” decisions about the pattern and volume of health care delivered.
Delivery of services is based on privately organized practices and hospitals governed by com-
munity boards, with global budgeting. (Tuohy, 1992, p. 112.) �egulations are much less in-
trusive than they are in the United States. Financing is from general revenues with very lit-
tle from payroll taxes. As costs accelerated, the federal government in 1977 capped the open
end of its commitment; it limited the rate of increase of its contribution to provincial costs
to the rate of increase of population and GNP. By 1988, the feds paid 30% of total 
medical-care costs, the provinces 42%, the private sector 25% (Adams, 1993, p. 125).

Both cause and consequence of laws that create opportunities for social democratic par-
ties are labor laws facilitating unionization. While the U.S. labor movement was declining
from 29% of the labor force in 1960 (its peak was 36%) to 15% in 1988, Canadian union
membership climbed over the same period from 28% to 33%.25 This no doubt strength-
ened labor-left political influence and the coalition for health care.

Beyond differences in the political potential for demonstration effects by provinces vs.
states and the presence in Canada of a social democratic party with national impact, there
is a third difference that helps to explain the contrasting outcomes of political battles over
health care—the great difference in the size and influence of the insurance industry. The
insurance company lobby in the United States has long been much stronger than its Cana-
dian counterpart. The medical-industrial complex in the United States is dominated by
some 1,500 insurance companies. They were a major force in the defeat of national health
insurance in 1993 – 94. Haynes Johnson and David Broder (1996, pp. 198 – 224) report that
the Health Insurance Association of America (HIAA) spent almost $50 million to defeat
the Clinton plan. If we add other interests arrayed against it, total spending reached at least
$100 million. If we include the costs of polling and advertising and the “grassroots” cam-
paigns waged separately by many companies and other interest groups, the total may have
been as high as $300 million. HIAA alone mobilized almost a thousand phone calls to every
member of the House and Senate.26 Nothing like this occurs in Canada, both because of
limitations on the time and money spent on campaigns and the relative weakness of the
insurance industry at the time of health-care reform. Thus, Canada was able to prohibit in-
surance companies from selling insurance for services covered by the national plans.

A fourth reason for the different outcomes of health-care reform is the difference in
Canadian party discipline in a parliamentary system vs. the entrepreneurial politics that have
developed in the United States Congress (see chap. 11). When the governing Liberal Party,
facing left pressure from the CCF/NDP, pushed national health insurance, it could count
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on its parliamentary support, as could the other party leaders who joined the reform. Con-
gressional Democrats, however, can go against a Democratic president on health care with
impunity.

A final explanation of the U.S. paralysis on this issue is Senate rules as they have come
to be (ab)used in the 1990s. The lavish use of the Senate filibuster or the equally effective
threat of its use makes it certain that any major controversial proposal can be stopped by a
minority of 41 out of 100 senators. The �epublican leadership used the filibuster more
times from 1990 to 1994 than in the previous 150 years of Senate history. This American
peculiarity is a major block to comprehensive reform. Academics who explain the demise
of national health insurance in the 1990s by invoking President Clinton’s political inepti-
tude or the complexity of his proposal should do some counting: FD� ranged between a
two to one and a four to one margin in the United States Senate when he signed New
Deal social legislation (and even he backed off from national health insurance); Lyndon
Johnson had a two to one margin when he launched partial coverage for the aged and the
poor, limited steps toward universal comprehensive health insurance that remain just that,
limited. No president since Johnson has approached such a majority.

In sum: Five contrasts in the politics of health-care reform explain the Canadian success
and the U.S. failure to achieve comprehensive national health insurance—modest differ-
ences that on this issue interact to make a big difference. Favoring Canada is a federalism
that facilitates the wider spread of demonstration effects in fewer, larger, and more-
powerful provinces that have national impact; electoral laws and customs that facilitate the
national presence of a third left party; smaller size and weaker influence of the insurance
industry; party discipline in a parliamentary system; and no counterpart to the minority ca-
pacity to paralyze reform in the United States Senate. We have seen throughout this book
that the two countries share abundant structural similarities that account for many similar
policy outcomes: low levels of social spending; an accent on means testing and the con-
comitant achievement of a welfare mess; similarly low family-policy scores; high poverty
and inequality; mass disaffection from politicians and a relatively rapid decline of established
parties; a below-average economic performance until 1980; heavy reliance on painfully vis-
ible taxes; and, more recently, similar intensity of tax-welfare backlash. Despite all these
shared policies and outputs, the modest differences I have discussed probably explain the
striking difference in the development of health-care systems and health performance since
the early 1960s.

Administrative Costs, Waste, and Corruption

As chapter 9 on bureaucratic bloat demonstrates, the most-decentralized and fragmented
political economies are least efficient and rank high in public employees as a portion of the
labor force. In health care, decentralization of financing and fragmentation of service de-
livery result in even more bureaucratic bloat, in both private and public sectors.

Administrative Costs and Waste

In the most careful comparative study available, Jean-Pierre Poullier (1992, table 2, column
4) takes account of substantial variations in the definition of health expenditures attribut-
able to paperwork, management, monitoring, and regulation for seven of our rich democ-
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racies (Australia, Canada, France, Germany, Netherlands, Sweden, and the United States).
In view of the character of the medical-industrial complex, it is not surprising that the
United States is the leader in administrative costs. Per capita costs in the U.S. in 1990 far
exceed those of West Germany and the Netherlands (countries that are the highest in Eu-
rope) and top the other countries by factors of 6.5 (Canada), 6.2 (France), 3.9 (Australia),
and 3.8 (Sweden). And these other countries deliver health care to virtually all of their
population. By Poullier’s measure, Canada’s recorded administrative outlay is only about
15% of the U.S. level. As one comparative study concluded, “The United States shuffles
paper; Canada delivers health care” (Evans, Barer, and Hertzman, 1991, p. 501). It is likely
that Poullier’s estimate for the United States is low. He could not include the opportunity
costs of paperwork for consumers or the administrative costs and profits of providers such
as insurance companies, private hospitals, and HMOs, which in the United States consti-
tute the lion’s share of administrative costs. That is why Poullier’s estimate of the 1990 U.S.
per capita figure is $149 while another, more-intensive study of the total per capita costs
of the U.S. health-care bureaucracy, public and private, puts it at between $637 and $769
per capita, using two different methods of estimation (Woolhandler and Himmelstein, 1991;
Hellander, Himmelstein, and Wolfe, 1991). This includes insurance overhead, hospital ad-
ministration, nursing-home administration, and physicians’ billing and overhead. This study
also compares 1987 administrative costs in Canada and the United States (Woolhandler and
Himmelstein, 1991, table 1, p. 1253). The results suggest that in 1987 while total adminis-
trative costs in the United States exceeded those of Canada by about 3.3 to 1.1, the most
astonishing differences were in insurance administration and hospital administration.27

These researchers note that Blue Cross/Blue Shield of Massachusetts insures 2.7 million
subscribers and employs 6,682 people, more than is employed by the entire Canadian na-
tional health program to cover 26 million Canadians. They estimate that in the United
States the paperwork for each insurance claim consumes six minutes of the doctor’s time
and one hour of secretarial work in the doctor’s office. The time spent on each claim in
Canadian doctors’ offices can be counted in seconds.

As I have shown above, the commercialization of the U.S. system decreases social effi-

ciency. From this study (Woolhandler and Himmelstein, 1991) it appears that it also de-
creases administrative efficiency. Private health insurers have almost three times more over-
head costs in the United States (12% of premiums in 1987) than public programs such as
Medicare and Medicaid (3.2%); Canada’s provincial insurance plans run an overhead of
0.9% (ibid., p. 1254). Again, the U.S. estimates may be low; this study omits the adminis-
trative costs of union and employer benefit programs as well as the administrative work of
hospital nurses and other nonphysician clinical personnel, probably greater in the United
States than Canada.

Hundreds of competing insurance companies each generates its own insurance packages
and claim forms with varying and voluminous regulations on coverage, eligibility, docu-
mentation, referrals, and utilization. United States hospitals, doctors, and other medical-care
personnel waste prodigious amounts of time just keeping track of bills. They must develop
an extensive internal accounting apparatus to accommodate both private insurers’ and the
government’s demands for billing on a per patient basis. Insurers and managed-care firms
alike employ an army of clerks and bureaucrats to scrutinize the clinical encounter in a
massive effort to eliminate what is in their judgment unnecessary care. This leaves out what
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employers and government agencies, the purchasers of this care, must do to keep track of
the insurers and providers. Patients, too, must play their part to cope with the paper flow—
reading the fine print, locating the clever loopholes, protesting plain errors, appealing de-
nials of their claims, hanging on the phone.

HMOs were supposed to be the great cost-containing solution to the U.S. cost explo-
sion. We have seen that they do cut costs by risk selection, reducing care, and cutting care-
givers’ income. But there is no reason to believe that this can long continue. The limits to
cost savings limits have already been reached as shown by steep increases in premiums in
1998 and patient revolts expressed in congressional support for a patient’s bill of rights. Fur-
ther, it is doubtful that commercial HMOs save on administration. A California survey by
the California Medical Association based on self-reports by managed-care companies in
1996 shows that on average the 15 largest HMOs spend 16.4% of each health-care dollar
on administration, including advertising and profits. The range was from 27.7% (Chinese
Community Health Plan) to 3.5% (Kaiser Foundation Plan). Smaller HMOs, without
economies of scale, reach as high as 50% or so in per patient administrative costs.

In short, the United States has a plethora of insurers and purchasers micromanaging the
delivery of health care. That the most rapidly growing component of U.S. health-care ex-
penditures in the 1980s was “administration” is understandable. Single-payer systems with
global budgets, of course, eliminate almost all of this.

Commerce and Corruption

An inevitable consequence of this cobweb of commercial complexity is what is loosely
called “corruption” or in congressional attacks on big government, “waste, fraud, and
abuse.” Evidence regarding the scale of this behavior remains shaky, mostly anecdotal, and
certainly not comparable across nations. In the United States by the mid-1990s the federal
government as well as many state governments were launching investigations into alleged
corruption in the medical-industrial complex.

Some of this is raw fraud—billing for services not provided, providing expensive ser-
vices that are not medically appropriate, kickbacks and payments for patient referrals, brib-
ing administrators who run hospitals that a corporate chain is trying to acquire. Much of
it, however, is the structured evasion of laws, regulations, and ethical norms. “Structured”
because of the conflicts of interest discussed above: Doctors who face managed-care pres-
sure on their income become investors in medical facilities to which they can refer their
patients, or they develop cozy relations with drug firms. Insurers facing tough competition
find ways to discourage sales to eligible but undesirable groups and individuals—for in-
stance, by charging very high premiums or penalizing insurance agents who sell policies to
high-risk patients. HMOs and hospitals hire consultants expert in “revenue maximization”
who earn contingency fees based on a percentage of any increased reimbursements they
bring in from hospital Medicare checks—typically 25% to 40%. When the government
tried to crack down on the abuses that consultants’ zeal produced, the consultants changed
their brochures to “coding compliance services”; they promised to ensure “optimal D�G
reimbursement” (Diagnosis �elated Group, industry shorthand for the reimbursement codes
at the core of the Medicare billing system). (Wall Street Journal, February 10, 1998.)28

There is something of a Gresham’s law of medical purchases at work here. Employers
choose plans that are bigger and cheaper. Medicare and Medicaid program administrators
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facing budget pressures pass them on to providers of care. In this situation, one strategy for
competitive victory for a managed-care firm is not only to cut service, reduce medical per-
sonnel’s income, and increase premiums, but also to pad the bills. Companies that play by
the rules or give too much attention to the quality of service get more than their share of
high-risk business, forcing them to increase prices for all of their customers. The net effect
is competitive reductions in health care on behalf of the bottom line.

Finally, beyond raw fraud and beyond structured evasion of the rules, there is a large gray
area where complexity fosters error in the service of cost cutting. As in the case of the ap-
paratus for means testing in the welfare mess (chap. 8), much of “corruption” is simply the
difficulty of applying ever-changing rules imposed by multiple authorities, private and pub-
lic—errors, not always deliberate abuse. For example where big money turns on how a pa-
tient’s illness is classified, there can be good faith disagreements over interpretations of clin-
ical evidence. Where rules are complex and numerous there are also inadvertent mistakes.
�egulators and prosecutors, aware of these ambiguities, engage in selective enforcement.
James Blumstein likens the American health-care industry to a “speakeasy, with wholesale
illegal conduct taking place but being winked at by prosecutors who say they will move
only against the loud and obnoxious drunks” (Wall Street Journal, December 8, 1997), like
Vencor, Inc. and Columbia/HCA Healthcare Corporation described above.

Do other countries evidence the level of fraud and abuse of the United States? Where
the public sector is reasonably clean and the public share of health-care expenditures is well
above three-quarters (e.g., Sweden, Norway, Denmark, and the UK), it is likely that “cor-
ruption” is far below the level in the United States. Where the public sector itself is rid-
den with corruption (Italy), the health-care sector, public or private, will not be immune
to corruption. Also, methods of compensation can have specific effects in narrow areas. For
instance, Japan ranks high in prescription drug consumption because drugs are sold by doc-
tors themselves. Patients in Austria and Germany stay in hospitals a very long time because
hospital funding is based on payments per occupied bed. And before its massive reform of
bargaining arrangements in the health sector (see chap. 5), German physicians had quite
close alliances with pharmaceutical firms. In general, however, the United States has gone
much further than other countries in commercializing health care. Because of this extreme
commercialization and concomitant decentralization and fragmentation, the U.S. health-
care system has very likely achieved the highest administrative costs and has perhaps invited
the highest corruption quotient.

Affluence, Spending, Types of Political 
Economy, and Health Performance: An Empirical Test29

Turning from the more intensive studies of the impact of the organization of health care
on real health, this section explores the interaction of government spending, level of eco-
nomic development, and types of political economy as determinants of health outputs in
all 19 rich democracies. �egarding spending, I assumed (and the evidence is overwhelm-
ing) that spending through the public sector has benign effects on a nation’s health perfor-
mance because it indicates improved equality of access to doctors, drugs, hospitals, and pub-
lic health services. Second, I reasoned that it was not the effort a government makes that
enhances health (measured by the percentage of GDP spent on health care) but the cash
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and services it delivers to its population (measured by per capita health expenditures).30

Third, in view of our discussion of the importance of the wide diffusion of biomedical
knowledge about health, I added education spending per capita at all levels to the spend-
ing package that might have health effects. It is well known that education is related to a
wide range of health indicators; a more-educated population not only learns more health-
relevant information and deals with the medical community more effectively but it also de-
velops healthier lifestyles than less-educated populations. This applies both to countries at
different average education levels and to educational strata within countries. Fourth, be-
cause we have found above that economic level is a strong predictor of good health, al-
though the intervention of the medical community also plays its part, I added per capita
GDP to the equation.

The first complication is that these spending variables are so strongly correlated with
one another and with affluence that regression analysis cannot help to sort out their inde-
pendent effects on health performance. In other words, richer countries spend more per
capita on both public health and education—even where the spread of GDP per capita is
only from most rich to least rich. Further, these three sources of health performance are
almost as strongly related to the health index as they are to one another—whether we mea-
sure them in U.S. dollar exchange rates or purchasing power parities.31 What we can say
with assurance from table 16.4 is that both health spending and education spending are
each strongly related to a high score on the real health index. Affluence appears to be
equally important. Corporatist bargaining arrangements alone do not have much effect, but
the interaction of all four variables—health spending and education spending per capita,
affluence, and any type of corporatism results in by far the best health performance in the
universe of rich democracies. Thus six of the seven countries with the top health scores
(upper left on the table) are corporatist. They are also big spenders and quite affluent.
Canada, the exception in its bargaining structure, still fits: its health and education spend-
ing is well above average and as we have seen above, its national health-insurance program
is highly cost-effective.32

The notable deviant cases in table 16.4 are Japan and Germany. For my hypothesis,
Japan spends too little and in 1980 was still no richer than the United Kingdom; but its
health score, 12.0, was a very good fifth among our 19. Germany, on the other hand, spent
far too much on health care (more than four of the very best performers—Denmark,
Netherlands, Switzerland, and Canada) and was too affluent for its poor health score of 4.0
and its rank (17th among our 19).33

If we use purchasing power parities in the analysis (table not reported), the only major
changes are that Finland sinks to the bottom right cell where it belongs and the United
States becomes even more deviant than it is in table 16.4. By PPS measures the United
States is #1 in affluence and is above average in education spending (average in govern-
ment health spending) and yet ranks only 11th in its health score of 8.0. We have already
seen why the health-care system of the United States evidences poor social efficiency: its
performance is below average in infant mortality (15th) and male life expectancy at age 1
(13th); average in female life expectancy (9th); and average in circulatory disease deaths
among males aged 65 – 74 (10th) and a little above average in keeping down pregnancy
and childbirth deaths (8th). Despite its lavish health-care spending, largely through the pri-
vate sector, despite its great wealth, the United States produces a relatively poor outcome.
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Disaggregating the health index components sheds some light on other deviant cases.
Germany’s very low rank in 1980 (17th) reflects below-average scores for infant mortality,
life expectancy for both male and females, as well as circulatory disease deaths, and very
poor performance for pregnancy and childbirth deaths. Several features of health-care or-
ganization might account for these results: Germany ranks very low in the density of nurses
and midwives (table 16.2). Starfield’s comparison of 10 of our countries, rates Germany as
“poor” in coordination between specialists and primary-care physicians, in “family cen-
teredness” and in “community orientation.” Before major reforms of the 1980s and early
1990s, Germany evidenced an unusually sharp separation of hospital physicians, most of
whom are salaried, and fee-for-service physicians in offices. This had the effect of reduc-
ing the rate of medically appropriate referrals while increasing unnecessary treatment and
costs. Expensive and excessive services were also assured by the system of reimbursement:
retrospective per diem payments for hospital operating costs, which encourage long stays;
and no effective ceiling on aggregate outlays for fee-for-service, office-based practitioners
(Alber, 1989, pp. 5 – 6).

Germany assures comprehensive near-universal coverage through a complex array of 768
nonprofit Krankenkassen (sickness funds based on occupation or region that mediate be-
tween the consumer and providers); in 1996 there were 571 in West Germany, 197 in East
Germany. The federal government administers health insurance plans for the uninsured
poor, supervises private insurance for the affluent who use it, and coordinates a system of
negotiations between labor, management, providers, and the Krankenkassen (see chap. 5).
Obviously, multiple sickness funds in a complex system of bargaining generate substantial
administrative expense; Poullier’s conservative estimates (1992) show that Germany’s per
capita expenditures for health administration were second only to the USA’s ($102 vs.
$149). More important in the cost escalation of the 1970s was the power of providers and
pharmaceutical firms. From 1970 until major reforms in the period from 1981 to 1992
(chap. 5) contribution rates for statutory health insurance moved up an average of more
than 4.0% a year (Bundesministerium für Gesundheit, 1996, table 10.11). Most of the fee
negotiations took place between single sickness funds and doctors organized in regional as-
sociations with public law status. When in the late 1970s I asked the chief national nego-
tiator and strategist of the physicians association whether the Krankenkassen functioned as
a countervailing power to his organization, he scoffed. He told me that the sickness funds
could easily be outmaneuvered by regional KVen (doctors associations) that were much
better equipped with personnel and resources than their bargaining partners. He also ob-
served that competition between different types of sickness funds was not for cost control
but for better service (“the region next door has the latest hospital technology, why can’t
we have the best?”). For the same reasons, physicians’ income also climbed to new heights.
In short, all these characteristics of the German system help to explain its low social effi-

ciency as of 1980.
In the 1980s and early 1990s, however, the federal government realigned the association

bargaining structure. It increased the power of the Krankenkassen by centralizing them and
enhancing their coordinating capacity (an incremental process from 1981 on); by upgrad-
ing the hospital association and allowing salaried hospital doctors to do some of the out-
patient work previously monopolized by office-based fee-for-service physicians; and by ex-
cluding the pharmaceutical industry from participating in a drug-pricing plan of 1988 that
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reduced reimbursements by sickness funds and gave physicians incentives to prescribe
generics. �eform and cost control were accomplished by a combination of budget pressures
(mounting when massive finance transfers into the former GD� began), an SPD majority
in the Bundesrat in 1992 that outmaneuvered the provider-oriented FDP, as well as skill-
ful handling of reform by Health Minister Seehofer, who among other moves created di-
visions among provider organizations (specialists vs. GPs, big drug firms vs. smaller generic
drug firms).34 Since the early 1980s corporatist bargaining in the health-care sector has been
strengthened, costs have come under some control; and by the late 1990s Germany had
moved up in its relative health performance. Increases in social efficiency by now have
made Germany less of a deviant case. (Bundesministerium für Gesundheit, 1996, tables 2.4,
5.3, 5.4; cf., �einhardt, 1997, pp. 176 – 178.)

Japan, the other clearly deviant country in table 16.4, presents a paradox. Its total health-
care spending, whether measured by share of GDP or per capita, is low; its organization of
health care, modeled on the German system without recent German reforms, is hardly
ideal; and yet its health performance is excellent. It is tempting to conclude that fish, rice,
soybeans, and the rest of the traditionally good Japanese diet is everything while the in-
tervention of the medical community is nothing. That is not the main story, however.35

�egarding 1980 spending, in table 16.4 Japan’s public-sector per capita outlays put it
second to last, edging out only New Zealand. Spending per capita on education puts it
third to last, above only Ireland and Italy. (Using purchasing power parities does not change
the picture.) In density of doctors (not related to health performance) it ranks a low 16th
(table 16.1); in density of nurses and midwives (strongly related to good health perfor-
mance) it is not much better, ranking 14th.

At first glance, lean spending and low personnel/population ratios cannot be explained
by an efficient organization of health care. For some of the most cost-explosive features of
the most expensive health-care systems are prominent in Japan:

. Lavish use of prescription drugs. In 1980, drug costs averaged just over 38% of
national medical expenditures. Doctors dispense drugs directly; money from this trade is a
large part of their income, accounting for the dominance of prescription drugs over non-
prescription drugs.

. Care is hospital centered. Japan’s inpatient beds per 10,000 population in 1995
made it #1 (16.2 beds). Although all 19 countries reduced average length of stay in hos-
pitals from 1985 to 1995, Japan remained in a class of its own: its average was 45.5 days
with the next nearest a high 32.8 for the Netherlands, while every other country ranged
from Australia’s 14-day average to Denmark’s 7.5. (“OECD in Figures,” 1997 ed., pp.
48 – 49.) One reason for long hospital stays, especially for older populations, is that Japan
has a weak infrastructure to which patients might be discharged: the three-generation
household is eroding as female caregivers go to work outside the home (chaps. 1 and 5);
there is a severe shortage of nursing homes and severely cramped housing.

. Hospitals and “clinics” (which are really small hospitals) compete intensely for
patients. “A closed staff system means that every clinic and hospital is exclusive with
regard to patients and tries to offer ‘all-in-one’ medical services” (Steslicke, 1987, p. 45),
which means covering too much too thinly. Physicians also strive to make maximum use
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of high-technology equipment, especially for diagnostic tests—for example, CT scanners.
Much of this equipment is owned by physicians, another incentive for their (over-)use.
The net effect: much overlap, redundancy, and excess capacity.

. There is very uneven training for physicians even within one hospital or clinic.
The competition among hospitals for patients is therefore not mainly on quality.

. Coordination and continuity of service from primary-care physician to specialist to
rehabilitation and prevention is poor. Like Germany, Japan achieves universal coverage
and equality of access by aggregating many separate employment-based insurance
schemes with the government setting ground rules and filling in gaps. There are also
about 40 national associations active in medical policymaking; they represent providers,
insurers, business, and labor—all bargaining with one another and with political parties
and the government. Such a system presents formidable problems of coordination.

All of this should result in poor social efficiency. But there are many counteracting forces
at work to keep costs down, most of which, we have seen above, enhance national health
performance.

. In 1980—the date of the health index scores in table 16.4—a majority of Japanese
doctors were salaried employees working in hospitals, clinics, and other institutions, both
public and private.

. Although almost all Japanese physicians are officially specialists, most are actually
fully engaged in general practice, doing the work of primary care. This may result in an
optimum balance between generalists and specialists discussed above.

. Cost containment is achieved not only by low density of doctors and nurses but
by tight government controls over reimbursement, especially for expensive treatment. In
1987 the incomes of private practitioners were 8.2 times average wages; salaried physi-
cians had incomes only 2.4 times the average wage. In addition, there is patient cost-
sharing for some high-cost medical care.

. �egarding nurses: Families still do much of the nursing. Professional nurses, many
of them public health nurses, are concentrated in a well-developed system of maternal
and child care. Universal health insurance covers maternity and infant care services. All
pregnant women, infants, and young children receive free and unlimited medical exams.
Medical clinics run classes for pregnant women. Midwives and nurses make regular visits
to the homes of pregnant women and women with infants. Family planning services are
widely available. (Marmor, 1992, p. 13.) Shinsuke Morio (1985) demonstrates that the
more public health nurses in a Japanese prefect, the better its health performance.

. Health programs in the schools are extensive. But even without their emphasis on
prevention and promotion of good health habits, Japan’s very high standards of literacy
and numeracy in its universal basic curriculum K– 12 (see chap. 12), would have a posi-
tive health effect by diffusing biomedical knowledge throughout the entire population.

. In 1980, Japan’s percentage of population over 64 was very small—another reason
for low health-care costs.
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In addition to these cost-effective forces in the health-care system, several attributes of
Japanese society are known to enhance health performance: rising standards of living, low
unemployment and relatively high job security, low rates of poverty, an egalitarian income
distribution, a consensual system of decision making, and a strong sense of solidarity and
community. Their health effects will be discussed in the final section of this chapter.

These features of the organization of both health care and society probably explain
Japan’s excellent score of 12 on our health index. Its performance places it at or near the
top of all 19 countries in all but one indicator: #1 in male life expectancy, #2 in infant
mortality and in circulatory disease deaths, and #4 in female life expectancy. It falls short
only in pregnancy and childbirth deaths, ranking at the bottom (highest death rate). In
1980 that might be due to the wide use of abortion as a major method of birth control;
at that time there were more abortions each year than live births.

Observers of health-care systems sometimes point to Japan as proof that the lowest input
of money can bring the best output, repeating the mantra, “throwing money at the prob-
lem won’t solve it.” Table 16.4 says that public money is almost a necessary condition for
good national health performance. Moreover, like the German deviance in table 16.4, the
Japanese peculiarities are becoming less peculiar. Cost pressures are now acute. If one com-
bines a fee-for-service, hospital-centered system with comprehensive, universal health in-
surance (in place since 1961), free choice of providers, and a rising penchant for high-tech
medicine with the most rapidly rising population over 64 among all rich democracies, there
is bound to be increased costs for the same good health outputs. In fact, by 1995 Japan
had tied Sweden for 13th place in total health-care spending as a share of GDP, 7.2%; and
was 12th in spending per capita, $1,581, ahead of Sweden’s $1,360 and ahead of five other
countries—Italy, Finland, Denmark, Norway, and New Zealand. (“OECD in Figures,” 1997
ed., pp. 48 – 49.) Its convergence with the rest of the pack is apparent.

In sum: This section has shown that if a country has developed a system of consensual
bargaining among labor, management, the professions, and government, if it delivers a large
amount of cash and services in health care and education at every level, and if it is rela-
tively affluent, it will score high on our health performance index. No one of these forces
alone suffices; it is the interaction of types of spending, types of political economy, and level
of riches that determines good health.

Mass Society, Poverty, Inequality, Insecurity,
and Health Performance

It is not only the organization of medical care that shapes health outputs; it is also the or-
ganization of society. There is increasing evidence that if a society tolerates a high rate of
poverty, inequality, or unemployment; if it organizes its economy to maximize job insecu-
rity and stress; if it fails to develop social policies that assure the care of children and ease
the task of balancing work and family demands—it will foster poor health for large seg-
ments of its population. Here cross-national evidence is very limited, but several studies of
single countries or communities are suggestive. A few careful, cross-national studies are
available; they confirm findings from single cases. The studies cited below are systemati-
cally comparative and use appropriate controls for variables known to affect health out-
comes, such as access to medical care, age, sex, level of affluence, and health habits (or

Wilensky_CH16  3/14/02  2:03 PM  Page 620



Health Performance

621

lifestyles). Some use individuals as the focus of study, others nations or subgroups within
nations. Individual-level studies and population studies that emphasize the socioeconomic
and cultural contexts of disease rates are complementary. As Neil Pearce (1996, p. 681) sug-
gests, “just as a variety of health effects in various organ systems (e.g., various types of can-
cer) may have a common contributing cause (e.g., tobacco smoking) at the level of the in-
dividual, a variety of individual exposures (e.g., smoking, diet) may have common
socioeconomic causes at the population level (e.g., poverty rates or inequality).”

Moving down the gradient from high socioeconomic status (SES) to low SES, or more
generally, increasing economic deprivation, increases mortality, disability, and morbidity
(Dutton, 1986; Bunker, Gomby, and Kehrer, 1989; Chandra, 1991; Mechanic, 1993; Fein-
stein, 1993; Wennemo, 1994; Pearce, 1996; Duleep, 1995). Why this is so will be discussed
below.

Aside from the inequalities of status and income tapped by these studies of social class
and health, poverty has an independent effect in increasing health risks—for instance the
poor, even in an egalitarian society, may be at greater risk than the nonpoor. A few stud-
ies have attempted to sort out the distinctive impact of poverty from the effects of SES gra-
dients, inequality, and affluence, either for individuals or nations. For instance, a cross-
national study of infant mortality in 18 industrial democracies by Irene Wennemo (1994,
pp. 114 – 183) found that income equality has a more positive effect in reducing infant mor-
tality than does the level of economic development (GDP per capita). As rich countries
converged in per capita GDP from 1950 to 1985, however, level of economic development
had a decreasing effect on infant mortality rates. In fact, as a source of variation in these
rates, affluence is now not as strong as income equalization or poverty reduction. Other
important sources of infant mortality in this study are family policies; high levels of family
benefits relate to low mortality rates. While high unemployment and low unemployment
insurance by themselves are not important, the combination of high unemployment rates
and low unemployment benefits—because it increases the population with poor living con-
ditions—is associated with particularly high infant mortality rates. (Cf. Marmot et al., 1994,
and similar findings reviewed by Pearce, 1996.) Just as economic deprivation interacting
with family breakup in the absence of a generous universal family policy is a major source
of mayhem (chap. 14), the same combination results in many babies dying before the age
of one (cf. Liu et al., 1992).

Inequality—the distance between the rich and poor—as distinct from relative poverty
also shapes health outcomes. Using 1980 LIS data on inequality and poverty for 9 to 11 of
our countries, Wennemo (1994, pp. 126 – 129) finds that affluence has only a weak effect
on infant mortality while inequality (Gini coefficient) has a strong effect and the relative
poverty rate a medium effect. Germany, as I have shown above, is an outlier with a much
higher infant mortality rate than predicted by its low relative poverty rate. Eliminating
Germany from the analysis strengthens the effect of poverty.

In my 19-country analysis, using different measures of poverty and inequality (the mea-
sures in table 14.4), I find a weaker association with health indicators. The pattern of cor-
relations with the components of the health index (table 16.4) is in the right direction, but
the correlations are at best of marginal significance. However, country scatter-plots and
cross-tabulations (not reported here) do show interesting results for infant mortality: the
higher the share of income taken by the lowest fifth of households (a rough indicator of a
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low poverty rate), the lower the rate of infant mortality. Conversely, the higher the share of
income taken by the top quintile, the higher the rate of infant mortality. For instance, if we
divide the 17 countries for which we have all relevant data into high and low poverty rates,
we find that 6 of the 9 least poverty-ridden (all 9 are corporatist) have the lowest infant
mortality rates, while 6 of the 8 countries with the highest poverty have the highest infant
mortality rates. Out of line are Italy, Belgium, and West Germany (too low in poverty for
their above-average mortality rates), and Denmark and Switzerland (both too high in
poverty for their good performance on infant mortality). Offsetting their deviance on this
measure of poverty are social policies that tend to reduce deep poverty: all but Switzerland
are welfare-state leaders that also score quite high on our broad measure of innovative and
expansive family policies (chap. 7).36

Similarly, large income shares to the rich and the upper-middle class are associated with
high rates of infant mortality. The same dichotomy yields almost identical results. The
United Kingdom, whose upper fifth takes the median income share, has almost a median
mortality rate. Of the eight egalitarian cases above the United Kingdom, all corporatist
democracies, six have low mortality; of the eight least-egalitarian countries where the upper
fifth takes from 40% to 45% of the household income, six have high infant mortality rates.
Here we see the same deviant cases, except that Italy falls into the proper place (low equal-
ity, high mortality).

A more direct approach to this problem is to examine the interplay of types of political
economy, deep child poverty for solo mothers, deep poverty for two-parent families (the
country scores appear in table 8.4), and infant mortality. Comparing the averages for 13 coun-
tries (table not reported), there is a clear relationship: corporatist democracies with consider-
able left power achieve the lowest rates of deep poverty and by far the lowest rate of infant
mortality; France, with a medium rate of deep poverty, has a medium rate of mortality; Cath-
olic corporatist countries (Italy and West Germany) rank above average in deep poverty and
are highest in infant mortality; and finally, the most-fragmented, decentralized political
economies have by far the deepest poverty and are above average in infant mortality.

In short, on the basis of these studies it is definite that corporatist democracies decrease
both poverty and inequality, and it is likely that such an outcome in turn reduces infant
mortality.

The explanation for the impact of poverty and, more generally, relative economic dep-
rivation on infant mortality is straightforward. And the same explanation holds for a great
range of health indicators, including disability and morbidity. The poor everywhere but es-
pecially in those countries whose taxing, spending, and social policies have fostered a high
rate of deep poverty are exposed to higher and more numerous risk factors: when exposed
they have fewer resources to cope with harmful situations; and in the less-egalitarian coun-
tries, they have much less access to prenatal, neonatal, and child care and to preventive ser-
vices. At the extreme, the poor and least educated in the United States, especially poor
blacks and Hispanics in large urban areas but also the old-old poor and the rural elderly
poor receive only inferior, episodic medical care. (Ory, Abeles, and Lipman, 1992, p. 6 – 7;
Mechanic, 1993, pp. 20 – 22.) Mechanic (p. 21) notes that because much of this occasional
care is in emergency rooms and hospital outpatient clinics and involves limited or no in-
surance coverage, it lacks continuity, preventive appraisals, proper referral to specialists, and
any pretense of health maintenance.
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�egarding risk factors among the uneducated poor in every country, there is good evi-
dence that the relatively poor health of this population is rooted in chronically poor or in-
adequate nutrition from conception to maturity, which leads to short height (height at ma-
turity is inversely associated with risk of chronic diseases and dying in the later stages of
adult life) as well as overcrowded housing and in some countries dangerous neighborhoods.
That stunted development in early life as a result of poor nutrition leads to poor adult
health and an early death (Fogel, 1991, pp. 47 – 61) is not due to any specific disease; it is
related to the development of the immune system and other organ systems (Barker, 1992).
Finally, two other clusters of risk factors are prevalent among the poor: destructive personal
habits and child-spacing patterns. The poor use more tobacco and have higher rates of drug
abuse than the nonpoor (see chaps. 14 and 15 on mayhem and the environment). The poor
tend to have more children, tightly spaced; countries that reduce poverty and provide wide
access to family planning services also reduce class differences in fertility, nutrition, and
height, thereby improving national health performance (Frank and Mustard, 1994,
pp. 5 – 7).

Not so obvious is the explanation for the health effects of inequality—whether we ex-
amine the income and health gaps between the rich and the poor, whatever the rate of
poverty, or the gradation in health status throughout the educational and income distribu-
tion. Consider my finding that infant mortality is affected by the share of household in-
come taken by the upper fifth. The causal chain separating those two variables is long. The
rich getting very rich and the upper-middle class distancing itself from the rest of the pop-
ulation initiates a political process in which downward redistribution of any kind, includ-
ing delivery of services and cash to the poor, is less likely. If at the same time large groups
in the middle mass think they are getting squeezed between the educated affluent and the
nonworking poor, they will succumb to demagogic appeals of race, ethnicity, religion, and
language (see chap. 10). However, the revolt of the middle mass is not universal. It is only
in the absence of strong center-left parties and corporatist bargaining arrangements that this
angry resistance to redistributive policies prevails. Thus, Canada, the United States, Aus-
tralia, and New Zealand, least-corporatist countries with weak center-left parties, lead in
both the highest shares of income taken by the top quintile and the highest infant mortal-
ity rates. Italy, medium in corporatism, is a partial exception. It fits this category of high
mortality and high top quintile share, but its divided left parties were kept out of govern-
ing coalitions for most of the postwar period, and its politics are not strongly consensual.
In contrast, Norway, Sweden, Finland, Netherlands, and Denmark—corporatist democra-
cies with strong center-left coalitions—lead in both the lowest shares of income taken by
the top quintile and the very lowest infant mortality rates. They have managed to create a
stronger sense of national community and a sense of solidarity between the middle mass
and the poor. Egalitarian Japan and Belgium are clear exceptions, explained above.

Similarly, there are well-established SES gradients in height and health (Evans and Stod-
dart, 1994, p. 27; Frank and Mustard, 1994, p. 7; Pearce, 1996, p. 679; Kawachi et al., 1997;
Wilkinson, 1992, p. 1082; Sen, 1980). These cannot be readily explained by sheer differ-
ences in “class.” As I have suggested in chapter 1, the concept of social class—and typical
measures of it such as income, occupational status, and level of education—obscure more
than they reveal. They are only very rough guides to more specific patterns of behavior
and life conditions that directly shape health outcomes. Nutrition as it affects early devel-
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opment and adult stature is one. Other health-relevant correlates of SES, especially of the
level and quality of education, include patterns of social participation—the number and vi-
tality of ties to kin, friends, and neighbors, the same for churches, unions, and voluntary as-
sociations; the duration and intensity of economic insecurity; and tensions at work as they
spill over in leisure. My discussion of mass society (chap. 3) suggests that these often vary
among groups at the same SES level and they certainly vary across nations. With rare ex-
ceptions the connections of health status to social networks/isolation, to job insecurity, and
to work situation are little studied and no systematic cross-national comparisons are avail-
able. The exceptions are worth noting.

�egarding social cohesion, a comprehensive nine-year longitudinal study of Alameda
County, California, from 1965 to 1974 demonstrated that adults with few social ties were
two or three times more likely to die of all causes than those most strongly attached to the
community, holding constant age and health practices (smoking, drinking, exercise, and the
actual use of medical services). Social support networks—marital status, ties to kin and
friends, church membership, and organizational affiliations—plainly act to reduce the risk
of mortality and morbidity (Berkman and Syme, 1979; Syme, 1986). Consistent with the
Alameda findings are several less comprehensive studies of the negative impact of family
breakup on health and well-being. Divorced, separated, and widowed adults, especially those
living alone, suffer more physical illness and psychological distress than adults with partners
(Seeman et al., 1987; Estes and Wilensky, 1978). Similarly, “happiness” studies find that the
least happy of survey respondents in all countries are the least attached—the unemployed,
the divorced, widowed, or separated, and the least educated (chap. 4, note 12).

A second comprehensive ecological study of inequality, social cohesion, and health
(Kawachi et al., 1997) used a broad range of indicators (all-cause mortality, infant mortal-
ity, plus age-adjusted mortality from heart disease, malignant neoplasms, cerebrovascular dis-
ease, and unintentional injuries). It compared 39 U.S. states on measures of inequality (es-
timated from shares of household income arrayed by decile groups), controlling for poverty
(in 1990 an income of less than $13,359 for four-person households). It measured social
or civic mistrust and perceived lack of fairness by the proportion of survey respondents
who agreed with the distrust alternative in two questions: Do you think most people would
try to take advantage of you if they got the chance, or would they try to be fair? and Gen-
erally speaking, would you say that most people can be trusted or that you can’t be too
careful in dealing with people? Level of civic engagement or social participation was mea-
sured by the per capita number of groups and associations (e.g., church groups, labor
unions, sports groups, professional or academic societies, school groups, and fraternal orga-
nizations) to which residents in each state belonged. Their conclusions, based on regres-
sion and path analysis: As income inequality increases, civic engagement decreases and the
level of social mistrust climbs. These, in turn, significantly and strongly determine state
health performance. The findings are consistent with my discussion of mass-society theory
in chapter 1 and with Emile Durkheim’s classic cross-national analysis of suicide rates,
which he showed are anchored in the lack of social cohesion. Unrelieved anxiety among
people without social support not only triggers suicide; it is bad for health among the liv-
ing. See similar findings in Frank (1995, p. 162) on heart disease; Marmot et al. (1991) and
Marmot et al. (1994, p. 37) on numerous health indicators.
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�elated to the vitality of social participation is economic security. Both have been found
to relate to one another and to shape health performance. For instance, in my study of
work, careers, and social integration among white men of the middle mass aged 21 – 55 in
the Detroit metropolitan area in 1960 (Wilensky, 1961a), I compared those with more or
less orderly careers and those whose job histories evidenced much chaos—whose jobs were
numerous, unrelated in function and status, and punctuated by many episodes of unem-
ployment. Holding age constant, an orderly career, another way of saying a predictable
worklife, was strongly related to a wide range of strong social ties, both primary and sec-
ondary, and frequent participation in community life; the inverse was true of men whose
experience in the labor market was chaotic. Many measures of economic insecurity have
subsequently been connected to physical and mental illness. �alph Catalano (1991) care-
fully reviews 68 studies in several countries that meet minimum standards of internal and
external validity and that use time series or argue plausibly against the possibility that a bi-
ological or psychological predisposition to illness caused both the health outcome and the
economic insecurity (job loss, substantial loss of income, being unable to pay one’s bills,
etc.). By these stringent criteria, there is strong evidence of the effect of economic insecu-
rity on suicide or on reporting symptoms of psychological disorder or on seeking help for
such disorder. Evidence of the impact of economic deprivation on nonspecific physiolog-
ical illness controlling for age, sex, SES, and other stressors is based on surveys or small sam-
ples and is counted as weak or moderate. However, evidence for the effects of loss of jobs
or income on myocardial infarction is strong. It is plain from many of these studies that
the health effects of economic insecurity are not confined to the lower class; insecurity may
be more frequent among lower strata, but it is a cross-class phenomena, as are well-
measured patterns of social participation.

As in much social research, the closer we get to organizations and groups rather than broad
“social classes” or “socioeconomic factors,” the more powerful effects we find (chap. 1). An
impressive example of this is the comprehensive, intensive study of health inequalities in the
British civil service. This “Whitehall” study was longitudinal; it followed about 18,000 men
for the 10 years beginning in 1967 when they were 40 to 64 years old (Whitehall I) and then
established a new cohort of 10,314 civil servants from 1985 to 1988—both men and women
aged 35–55 working in the London offices of 20 departments (Whitehall II). (Marmot, 1986,
1994; Marmot et al., 1991; and Chandra, 1991.) It permits analysis of specific features of the
immediate work situation and career prospects and position in a well-defined hierarchy of six
grades, as well as variations in social support. Both medical exams and self-administered ques-
tionnaires were used. These were all office workers in stable employment with quite equal
access to medical care (the NHS). The researchers found a steep gradient of morbidity and
mortality from a wide range of diseases as one moves down each step in the hierarchy. They
summarize:

In the 20 years separating the two studies there has been no diminution in social class
difference in morbidity: we found an inverse association between employment grade
and prevalence of angina, electrocardiogram evidence of ischaemia, and symptoms of
chronic bronchitis. Self perceived health status and symptoms were worse in subjects
in lower status jobs. There were clear employment-grade differences in health-risk
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behaviors including smoking, diet, and exercise; in economic circumstances; in possi-
ble effects of early-life environment as reflected by height; in social circumstances at
work (e.g. monotonous work characterized by low control and low satisfaction); and
in social supports. . . . Among men there was an inverse association between job
status and number of symptoms reported in the last 14 days, likelihood of rating
health as average or poor as opposed to good or very good, and a prior diagnosis of
hypertension or diabetes. In general, women reported greater morbidity than
men. . . . Obesity . . . was more prevalent in lower status jobs, especially in the clerical
grade. As in Whitehall I, height correlated with job status. (Marmot et al., 1994, pp.
34, 36, 37)

We may think that top leaders are as likely to be as short as Napoleon or as tall as De-
Gaulle, but this study makes it plain that both average height and good health increase as
we move up the hierarchy. These differences in height by grade in Whitehall indicate dif-
ferences in early environment, especially nutrition, that persist in adult life and that appear
in broader population studies. Even controlling for conventional risk factors, civil service
status was a powerful prediction of health outcomes. For instance, less than half of the ex-
cess risk of a fatal heart attack could be explained by higher cholesterol, blood pressure,
smoking, or other relevant factors.

There are clear differences in patterns of social participation by civil service grade, with less,
and less satisfactory, social support among those with lower-status jobs (ibid., p. 39). The study
also found that civil servants in lower-status jobs—even in this secure, white-collar “middle-
class” environment—think that they have little control over their work, that their jobs provide
little variety and make little use of their skills, and offer little chance to learn and develop new
skills (ibid., p. 39). As we have seen above, stimulating, challenging work spills over into stim-
ulating, challenging leisure and increases the vitality of social participation; together, favorable
work situations and strong social support enhance health. This was especially true of the risk
of cardiovascular disease among these civil servants. Contrary to the myth of the workaholic
working herself into an early grave (or the hostile “Type A” personality getting sick) the
Whitehall data show that hostility is more prevalent among those in lower ranks and that they
report fewer pressures to work fast. Workers in the top grades had to work harder and faster,
but they were gratified by the challenge and were able to find release in a more active, yet re-
laxing leisure style (cf. Frank, 1995; Wilensky, 1964a, pp. 182ff. and table 2).

In these studies of the health impact of inequality, poverty, economic deprivation, and
weak social cohesion, there is a difficult problem of causal order, especially when compar-
ing individuals. Poor health could be the cause of a person’s low income, unemployment,
poor work environments, and social isolation rather than the other way round. The prob-
lem of reverse causality is not a major problem in comparisons across countries, states, or
provinces, but it plagues the estimation of relationships across individuals. Almost all the
studies I have cited, however, deal with this problem and confirm that it is the social and
economic experience of individuals and the structure of nations that cause poor health per-
formance, whatever the subsequent interaction of individual experience, social structures,
and health outcomes. For instance, in the United Kingdom, health-related downward mo-
bility does not account for large differences in mortality by social class (Marmot et al.,
1994, p. 38). Similarly, Duleep (1995) estimated the effect of five income classes in the
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United States on the probability of death for men aged 35 – 64, for 1975 – 77 and 1988 – 90.
To cope with the problem of causality she examined disability records prior to or concur-
rent with the year of income used in the analysis. She employed the same procedure for
survey data where individuals reported that health problems concurrent with the relevant
year prohibited or limited work. Controlling for disabling illness, the income differences in
premature mortality remain very strong. The effect of income distribution increased from
1974 to 1990. Duleep also compared the average income of the lowest decile in 37 coun-
tries (all 19 of ours plus a variety of other somewhat-developed countries) and other in-
come classes. She found that differences in poverty as well as inequality have large health
effects, decreasing with age.37 Finally, the numerous studies of economic deprivation and
health outcomes evaluated by Catalano (1991) either sort out the sequence of events by
time series or make a persuasive case that deprivation leads to poor health.

In short, poverty, inequality (in both society and workplace), impoverished social rela-
tions, and generalized distrust (low social cohesion in society or community) each results
in high rates of morbidity, disability, and mortality. Because these patterns of economic and
social life are interrelated, we may never sort out their relative effects. We can, however,
speculate about the causal process. Poverty and inequality weaken social cohesion. Together
these three variables stiffen the political resistance of the well-off to those universal social
policies, labor-market policies, and patterns of taxing and spending that reduce poverty and
inequality and increase social integration. The social impact of such political resistance re-
duces national health performance. In full circle, the poor health of the most vulnerable
population then plays its part in further increasing poverty, inequality, and social fragmen-
tation. Large cross-national differences in this process help account for large national dif-
ferences in health performance among countries equally rich. In other words, an inegali-
tarian mass society is bad for your health.

Summary and Conclusion

Although there is much healthy skepticism regarding the effectiveness of the medical com-
munity in improving health and well-being relative to the influence of improved living stan-
dards rooted in economic growth, this chapter shows that both are important. In fact, coun-
terposing affluence to the distribution of medical care ignores their universal interaction:
both health spending per capita and health-relevant education spending per capita grow
along with the standard of living; therefore, it is difficult to sort out the effects of increased
access to medical care and a society’s level of affluence. Further, even before the rise of the
medical complex, biomedical knowledge with good health effects was diffused mainly
through public-health doctors, again confounding the health impact of economic develop-
ment as distinct from that of the medical community. Most public health officials responsi-
ble for sanitation, disease control, and immunization in this early period were physicians.

Anyway, medical intervention has had substantial effects in both preventing and manag-
ing many diseases; it clearly has extended life expectancy free of disability for elderly men
and women by several years and has helped to reduce rates of infant mortality. This leaves
aside the essential garage mechanic functions of doctors, nurses, and related service
providers. Access to the medical establishment everywhere clearly improves the quality of
life by decreasing pain, restoring the human machine to normal functioning, curing some
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diseases, and easing the effects of others. It is no irrational passion for useless medical treat-
ment that makes the mass of voters in every rich democracy put government-guaranteed
health care at the top of their priorities. Mass attitudes and voting behavior testify to strong,
stable, sensible support for that component of the welfare state.

With the cost-cutting, “privatizing” fervor of the past 20 or so years—universal in the
doctrines of medical economists, repeated in the rhetoric of politicians in a few countries—
we hear such slogans as “Stop throwing government money at the problem,” “We need
market competition among the providers,” “True competition has not yet been tried,” “Tell
people to take responsibility for their own health, make them cost-conscious so they choose
less-costly care.” The evidence of this chapter is not only that the market model of health
care borders on the absurd, but that spending per capita through the public sector strongly
improves a broad range of health indicators and moves the system toward prevention.

Although the types of political economy that explain so much throughout this book do
not work as well in predicting health outputs, the scheme does work at the extremes. Left-
ism, corporatism, and affluence interact to produce the best health performance among our
19 countries, while least-rich political economies that are also fragmented and decentral-
ized have the poorest health performance. Four notable exceptions in table 16.4—the
United States, Canada, Germany, and Japan—are explained by additional structures and
demographic facts that shape types of spending and the organization of their health-care
systems. In all cases but the United States they have become less exceptional in recent years.

In the past hundred years, the currently rich democracies have converged in the broad
outlines of health care. Except for the United States, they all developed universal and com-
prehensive coverage for medical care, based on principles of social right and shared risk.
They all developed central control of budgets with financing from compulsory individual
and employer contributions and/or government revenues. All permit the insured to sup-
plement government services with additional care, privately purchased. All including the
United States ration health care. All have experienced a growth in doctor density and the
ratio of specialists to primary-care personnel. All evidence a trend toward public funding.

Centralized state funding, by itself, expands access to care and to some extent reduces na-
tional mortality rates and improves health. In a natural process, state funding eventually leads
to increased control over prices and personnel via direct employment, capitation payments,
and/or government bargaining with providers. This combination yields better national
health performance because it reduces inequalities in access to care by class and region, in-
creases the volume of services available, and limits the degree of specialization (and the con-
comitant duplication and lavish use of expensive high-tech machines and procedures). In
general, the assertion of public interests over the interests of insurance companies, pharma-
ceutical firms, hospitals, physicians, and other providers results in a gradual reallocation of
budgets toward primary care and preventive community care. There is some evidence that
centralized control of funding, prices, and personnel under state auspices compared to the
alternatives yields greater social efficiency—an improved trade-off between mortality reduc-
tion and cost escalation—as well as a better balance between equality of access and levels of
health (both improve) and innovation (a mixed effect). The effect on innovation is to speed
up the adoption and diffusion of vaccines and effective screening programs while slowing
down the use or overuse of expensive high-tech medical practice—basing it on medical need
rather than ability to pay.
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The U.S. medical-industrial complex, its uniquely extreme commercialization, is not
matched by any other rich democracy, although some of its manifestations (corruption,
doctor-drug firm collusion) appear in some degree elsewhere. In fact, unlike the welfare
mess or lag in family policy, active-labor market policy, and social spending in general,
where the United States has plenty of company, health care is one policy area where the
United States is, indeed, exceptional: no national health insurance; a private sector that
greatly exceeds that of every other country; a very high ratio of specialists to primary-care
physicians; and much higher use of expensive technologies. Limited data on preventive care
suggest that the United States is at the bottom in both effort and efficacy. Finally, incre-
mental reforms of this system without powerful offsets to the medical-industrial complex
have typically been ineffective.

In the United States the dominance of insurance companies may be the most impor-
tant political barrier to the adoption of the universal, comprehensive health care of every
other rich democracy. All other countries have either had smaller private insurance sectors
or have contained the power of insurance companies and confined their reach. Of course,
other structural barriers to the adoption of national health insurance in the United States
play their part, too. My comparison of Canada and the United States, similar in so many
ways, points to a more paralyzing decentralized federalism, weaker demonstration effects by
the states, an electoral system unfavorable to a left third party, the increased use of the Sen-
ate filibuster, and weaker party discipline. Public opinion, and the alleged peculiarities of
American culture, cannot explain the USA’s failure to adopt national health insurance; these
structural differences can.

�egarding administrative costs and waste, the cross-national evidence, while uneven and
covering only from 4 to 10 of our 19 countries, does suggest that system organization ex-
plains variations in administrative costs. Such costs are related to the private share of total
expenditures. The larger the private share, the more decentralized and diffuse the financ-
ing, and consequently the greater the administrative costs and waste. Thus, insurance-based
private systems with partial public funding tend toward most bureaucratic bloat (the USA),
insurance-based public systems with health care usually delivered by private doctors and
community or private hospitals are medium (Germany, France, the Netherlands), while di-
rect government delivery systems with capitation payments (Sweden, the United Kingdom)
save most on administrative costs and maximize the service component of the health-care
dollar.38 The difficulty of cross-national comparison of these costs, however, makes these
conclusions tentative.

Because of its extreme commercialization and concomitant decentralization and frag-
mentation, the U.S. health-care system has very likely achieved the highest administrative
costs. It has perhaps invited the highest corruption quotient. Finally, the USA’s percentage
of GDP spent on health care puts it in a big-spending class of its own. However, this chap-
ter also shows that health spending per capita through the public sector, with few excep-
tions, is good for your health.

If U.S. experience of the 1990s is any guide, it is an illusion that privatizing health services
increases choice, reduces government interference in the market, and cuts costs without dras-
tically reducing appropriate services, thereby freeing money for expanded coverage of the
uninsured. To the contrary, the “managed-care” revolution, although it comes in many forms,
has in the national aggregate given us a brief moment of restrained cost increases (1993 – 96).
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It has saved money largely by risk selection, reducing care (including hospital care) and cut-
ting caregivers’ income. Both economic and political limits to this commercial strategy may
have been reached. �egarding “choice,” by the mid-1990s well over half of employees of firms
providing some health insurance were offered no choice of managed-care plans; 17% of em-
ployees were offered no health benefits at all. As for reducing government interference in the
market, this chapter repeats a paradox running through the book: the more commercial pri-
vatization, the more intrusive and complex the government regulations.

All of the above is not intrinsic to “managed care,” for several exceptional nonprofit
HMOs such as Kaiser-Permanente in Northern California, at least until very recently, have
a strong record of cost-beneficial care. Unfortunately, they are anything but typical. Care-
ful assessments of the real health effects of the shift to commercial managed care are too
few and the change is too recent to say how nonprofits compare with profits, let alone how
various types of managed care stack up. But two unusual impact studies that included pa-
tients most at risk suggest two hypotheses: (1) fee-for-service systems are superior to HMOs
for the health of the elderly and the poor, though they are about the same for the more
healthy adults in the middle; and (2) nonprofit HMOs are much better than for-profit
HMOs in retention of patients and hence the stability of doctor-patient relationships; high
quit rates among the for-profits are due to misleading marketing, poor service, and patient
confusion and dissatisfaction.

The history of the rapid shift from fee-for-service to commercial managed care in the
United States has been a shift from overuse and overtreatment to cutting care, both inap-
propriate and appropriate. What were conflicts of interest and occasional lapses of medical
ethics in the old system have become entrepreneurial medicine in the new, marked by a
grand-scale obsession with the bottom line. The choice for the United States is a rationed,
government-financed, government-regulated health-care system like that of every other
rich democracy where clinical decisions are typically left to doctors within global budgets;
versus a rationed, corporate-run system, partly government-financed, with increasingly ex-
plicit rationing and subversion of clinical judgment. Our choice for the latter type has given
us corporate cost-slashing crusades, the highest administrative and total costs of any coun-
try, substantial corruption, decreasing coverage and care, and decreasing patient satisfaction,
large numbers of families uncovered or inadequately covered—and last but not least—
below-average health performance.

Entitlement to health care must be distinguished from the way priorities are set and care
delivered. If we leave the United States aside as a unique case, we still find that organiza-
tional differences shape health outputs by determining who delivers what care to whom.
Although doctor density makes little or no difference for national health performance, an
abundance of nurses and midwives is associated with good to excellent performance. And
data from only a few countries suggest that an abundance of GPs, say about 50%, not only
constrains costs but also improves health outcomes, especially if they are in easy interaction
with specialists, as in clinics or well-organized hospitals. �egarding the organization of so-
ciety, it is clear from many studies, both of individuals and nations, that high rates of in-
equality, poverty, economic deprivation, and social disorganization undermine national
health performance. Within the United States, which has become the champion of eco-
nomic inequality and deep poverty among our 19 rich democracies, the spread of life span
by education and SES is greater than we see within all of Europe; its life-span spread is like
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that between affluent Japan and poor Bangladesh. That it is poverty and inequality, not
ethnic-racial-religious cleavages, that are a drag on U.S. health performance is suggested by
the excellent performance of Switzerland, the Netherlands, and Canada, similarly ridden
with majority/minority conflict.

The next chapter explores the question of whether globalization will undermine the na-
tional differences in patterns of spending and taxing, public policy, and system outputs that
I have emphasized.

Notes

Parts of this chapter were presented at the 1998 Peder Sather Symposium IV, “The Impact of
New Technology on Health and Health-Care Systems,” University of California at Berkeley, March
5 – 6, 1998. I am grateful to Dr. Arnold S. �elman for stimulating discussion of these issues and to
�udolf Klein and Joseph Houska for critical readings.

1. For country-by-country descriptions of variations in the structure of health-care systems, see
Glaser (1991, especially chap. 4 and appendix A); Mechanic and �ochefort (1996); Heidenheimer,
Heclo, and Adams (1990, chap. 3); Immergut (1992); �oemer (1991); Anderson (1989); Craig
(1991); �osenthal and Frenkel (1992); and Starfield (1992, chap. 15).

2. In 1989 Oregon extended means-tested Medicaid to a larger population while restricting be-
nefits to 588 of 709 specific illness categories—triage by explicit cost-benefit analysis. Initially, cap-
ping a tooth was given a slightly higher priority than surgery for an appendectomy; a political up-
roar ensued. (Mechanic, 1992, p. 1744.) New Zealand recently moved toward explicit rationing of
surgery: “patients get points for such things as their operation’s chance of success, the number of de-
pendents affected by the patient’s illness, and the time they have already waited. Those with the most
points are operated on first.” (The Economist, July 4, 1998, p. 57.)

3. Heidenheimer, Heclo, and Adams (1990, chap. 3), comparing between 9 and 12 of our rich
democracies, reach similar conclusions.

4. The Federal Drug Administration (FDA) of the United States may be an exception to the rule
that centralized government control speeds up the adoption and diffusion of medical technology.
After the Thalidomide debacle and because of its unusually bureaucratic character, the FDA became
more centralized but imposed a more cumbersome process of approval.

5. All data are centered on the year 1980 because the structural and ideological sources of system
outcomes were available up to that time period. There has since been some convergence in health
performance, but the country ranks remain quite stable. Updates for several countries appear below.

6. If we count family physicians, general internists, and general pediatricians as primary-care doc-
tors and all others as specialists, the percentage of specialists in the United States climbed from 13 in
1931 to 55 in 1965 to 62 in 1970, leveled off in the 1980s at about two-thirds, peaking at 68% in
1995 (Council on Graduate Medical Education, 1998, p. 14). A study of primary care in 10 of our
rich democracies (Starfield, 1992, table 15.2) shows a similar ranking of countries in the proportion
of specialists in the 1980s with the United States at one extreme and the United Kingdom at the
other. The percentages: United States, 87 (66% if general internists and pediatricians are included as
primary-care physicians); Sweden, 77 (but an abundance of nurses and social-service workers strength-
ens primary care and there is good coordination of primary/specialist care for the long term, as well
as community-oriented preventive care); Netherlands and Denmark, 65; Finland, 63; Australia, 56;
Canada, 48; Belgium, 47; West Germany, 46; UK, 37. Starfield finds that her index of “primary care-
ness,” which goes beyond the specialist ratio, relates positively to a variety of health indicators as well
as patient satisfaction (pp. 219 – 231).
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7. Joseph White (1995) notes that even in the five fee-for-service countries that come a bit closer
to a market model—Australia, Canada, France, Germany, and Japan—price controls and fee sched-
ules under national health insurance work: Fees have been and remain lower than fees for compara-
ble services in the United States. For instance, a chest X ray with two views costs $45 in the United
States, $24.60 in Canada, and $19.00 in Germany.

8. In the 1990s, the interests of two types of organizations diverged: first were closed-panel, group
or staff HMOs, primarily nonprofit, built on a tradition of community service, and dominated by
physicians and hospital managers. Second were the new “Physician Practice Management Compa-
nies” (PPMCs), generally for-profit, built on the model of the physician-entrepreneur, and dominated
by corporate management. The latter aim to increase efficiency and to grow “in physician affilia-
tions, patient enrollment and capitation revenues to sustain the confidence of investors and the value
of their equity” (�obinson, 1998, p. 149; Health Care Advisory Board, 1995, p. 29). �obinson de-
scribes the growing tendency from 1994 to 1996 of medical groups and independent practice asso-
ciations in California and New Jersey to consolidate and contract with either hospital-based HMOs
or the burgeoning for-profit nonhospital PPMCs.

9. Brooks Pierce of the Bureau of Labor Statistics reports shrinking health insurance coverage by
employers from 1982 to 1996; the percentage of employees with any kind of coverage declined at
every level of compensation. The portion of the lowest tenth of employees covered dropped drasti-
cally from 49% to 26%; the portion covered in the middle 50% of earners dropped from 90% to 84%;
even the coverage of the highest tenth of earners dropped from 98% to 90%. The net effect was to
widen the gap between the well-off and the working poor. (New York Times, June 14, 1998.)

10. Because two-thirds of the total costs of hospitals are labor costs, cost-cutting means shedding
labor while reducing the income of the employees kept on.

11. Direct out-of-pocket expenses by households headed by someone age 65 or older plus their
private insurance premiums plus their Medicare premiums climbed from 10.6% of their after-tax in-
come in 1972 to 17.1% in 1991 (Oliver, 1993, p. 123). The trend continued in the 1990s. A similar
trend affected the covered working population. A UCLA study of out-of-pocket costs found that just
between 1989 and 1996, the dollar amount of HMO family premiums paid for by employees in firms
with 25 or more employees rose 90% to $1,778 (San Francisco Chronicle, June 17, 1998).

12. Per capita expenditures on health care were $2,867 in 1991, $3,299 in 1993, $3,498 in 1994,
and $3,701 in 1995. OECD Health Data, various years. In PPPs for our 19 countries, the next high-
est figure for 1995 was Switzerland’s $2,412, only 65% of the U.S. per capita spending despite Switzer-
land’s much older population (15.7% aged 65 and over vs. 12.7%) and its near complete coverage of
its population. That Switzerland comes in a high second might be explained by what it shares with
the United States: a similarly decentralized and fragmented medical-care system, similarly populist pol-
itics and parochial interest-group power (doctors, small businesses, private insurers, and farmers). (See
chap. 11. Cf. Immergut, 1992.) [The source for figures: “The OECD in Figures,” 1997, 1996, 1995,
1994.]

13. In the late 1990s Medicare fraud was also spreading. The CEOs caught violating the law sel-
dom experienced economic losses. Amid a large-scale investigation of its Medicare fraud, Colum-
bia/HCA Healthcare Corp. paid Chief Executive �ichard Scott almost $10 million after ousting him
in June 1997. That payoff included a five-year consulting contract costing the hospital chain $950,000
a year—an increase in his salary. (Lublin, 1998, p. 4.) Columbia/HCA is the largest managed-care cor-
poration in the United States.

14. This includes “group,” “staff,” and “network” model HMOs and their point-of-service op-
tions.

15. This is one reason that there is no agreed-on map of the managed-care market and the num-
ber and kinds of organizations in it. But there is agreement that the nonprofits, especially the staff-
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model HMOs, a small minority, were fading fast in their market share (Hoechst Marion �oussel, Inc.,
1997, p. 5; Health Care Advisory Board, 1995, p. 29). And not all of the remaining prepaid nonprofit
group HMOs approach physicians in a cooperative, accommodative spirit. Some cooperative HMOs
such as Harvard Community Health plan and FHP in Southern California have severed ties with
their medical groups so they could broaden their physician base and contract at adversarial arm’s
length.

16. Other deviant cases held up by managed-care advocates as models typical of the great gains
to be expected from managed care are the Harvard Community Health Plan and a small, well-
managed HMO in Seattle, Group Health Cooperative of Puget Sound, studied by the �AND Cor-
poration. On the cost-beneficial performance of Kaiser in Northern California in the mid-1990s, see
California Cooperative Healthcare �eporting Initiative (1996).

17. In March 1998, faced with a seventh strike, Kaiser agreed to let the union select 18 members
to serve as “quality liaisons” who would investigate accusations of poor care and to force a manage-
ment response. This makes Kaiser even more deviant among HMOs as does its break with the HMO
industry when it supported White House proposals to institute patient protection laws. (New York
Times, April 9, 1998).

18. In a 1997 comparison of 19 HMOs in the San Francisco Bay Area, using both patient rat-
ings and doctor ratings, Kaiser Northern California got high to above-average marks for 23 of 28
criteria: it was near the bottom in “Time with doctors and staff,” below average for “How long you
wait to get appointment when sick,” and only average for “Attention to what you say,” “Personal in-
terest in you,” and “Members rating for overall quality of care and services.” In this most cost-
effective, most ballyhooed HMO, the increasing patient load per doctor was taking its toll.

19. Hypertension, non-insulin-dependent diabetes mellitus, recent acute myocardial infarction,
congestive heart failure, and depressive disorder. In addition, two 36-item health scales were used, one
for physical health, the other for mental health. Mortality rates were included in the physical health
scale. (Ware et al., 1996, pp. 1040 – 1041.)

20. In Texas, each of the five plans with disenrollment rates of over 20% gained both members
and market share. They ran a revolving-door show—enrolling new members at a pace faster than
they lost members. In other words, insofar as disenrollees are voting with their feet, the market does
not weed out plans that perform poorly.

21. The distinction between profit and non-profit plans is rough and, with the rapidly-increasing
commercialization of medicine, is becoming blurred. Howard Tuckman (1998, pp. 187 – 192) describes
several mixed forms: (1) holding companies where a nonprofit parent hospital creates for-profit ambula-
tory surgery centers and diagnostic laboratories or a nonprofit nursing home acquires a for-profit home
health agency or a nonprofit hospital uses its administration staff to run a for-profit sports-medicine
clinic; (2) joint ventures where nonprofit hospitals partner with for-profit medical groups or physician
investors (to bind doctors and staff to the nonprofit entity, provide new services, secure referral sources,
or diversify); and (3) coevolutionary arrangements between two or more nonprofits or between nonprofits
and for-profits where the combination can end up mixed or totally commercial. From 1981 to 1995,
the percentage of HMOs classified as nonprofits fell from 82% to 29% (Goddeeris and Weisbrod,
1998, p. 216). The tendency to merge profit and nonprofit sectors makes nonprofits look increasingly
like business-oriented firms; their social-charitable-community missions tend to be compromised by
their commercial missions. At minimum, when they restructure, the semicommercial nonprofits tend
to locate or relocate in areas where consumers have the ability to pay for care (Sloan, 1998, p. 243).

22. Managed-care plans vary in payment mechanisms, in their pressure to undertreat, and in the
size of patient copayments. There is some evidence that substantial cost-sharing does not reduce in-
appropriate use of hospitals (Siu et al., 1991); but it does indiscriminately reduce all kinds of use, in-
cluding visits to doctors and episodes of hospitalization, appropriate or not. In one study 3,958 peo-
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ple aged 14 to 61 free of disability were randomly assigned to a set of insurance plans: one provided
free care; the others required enrollees to pay a share of their medical bills. For persons with poor vi-
sion and for low-income persons with high blood pressure free care brought substantial improvement
and reduced the risk of early death (Brook et al., 1983). But HMOs and substantial copayments com-
bined discourage quality care and in serious cases, for example, cancer, delay prompt exams and treat-
ment (Greenwald, 1987). Small copayments do not affect appropriate treatment.

23. Tuohy (1992, p. 110) suggests that in Canada there was a momentary consensus among doc-
tors, hospitals, and insurance companies for acceptance of some sort of national plan in principle on
the assumption that it was inevitable and therefore it was politically wise to join the train and shape
its route before it left the station. When the plan was chewed up in conflicts about financing be-
tween provinces and the federal government, private insurance developed apace and comprehensive
reform was delayed until the early 1960s.

24. This section draws on Kudrle and Marmor (1981), Lipset (1950, 1990), Tuohy (1992, chap.
3), Taylor (1978, 1990), Beatty (1993), Adams (1993), Pollack (1993), Leman (1980), and my inter-
views.

25. S. M. Lipset (1990, 1998) argues that these union density figures and other differences be-
tween Canada and the United States can be explained by cultural differences: “Europe and Canada
are more Tory/social democratic, noblesse oblige, statist, and group oriented, whereas the United
States is more competitive, laissez faire, antistatist, and individualistic” (1998, p. 123) and further, the
former have hierarchical values while the U.S. is egalitarian. We have seen that these ideas do not
stand up to cross-national survey data in chapters 1, 3, 8, and 10 above. �egarding union density, a
careful review of Canadian and U.S. poll data by Peter Bruce (1989, pp. 116 – 119) shows that on
questions measuring general approval of unions, Canadians have been slightly but consistently less
favorable than people in the U.S. and the percentage favorable has declined similarly in both na-
tions. Similar popular opinions cannot explain drastically different trajectories of union density. Fi-
nally, it is fatal for the cultural argument that the same “individualistic” U.S. value system produced
the New Deal and the Wagner Act in the 1930s while Canada resisted such prounion laws for
many years. And it is unclear how the same U.S. values could produce union density a bit higher
than Canada’s in the mid-1950s and half of Canada’s union density in the 1990s. Contrasting labor
laws, union structures, and resources devoted to organizing are the main explanation of post-1960
trends. For example, if a majority of Canadian workers in a workplace say they want a union, the
union is quickly certified as the exclusive bargaining agent; in the U.S., the process stretches out
while the employer is free to conduct lengthy antiunion campaigns. Why the difference in labor
laws? The same modest structural differences that created national health insurance in Canada fa-
cilitated friendly labor laws.

26. Equally important and closely allied with the insurance lobby was the National Federation
of Independent Business (NFIB), which was adamantly opposed to any employer mandates. The an-
nual budget of the NFIB was $60 million. It alone had six full-time people assigned to political li-
aison in the House of �epresentatives; the White House had four. In the successful effort to kill the
bill the NFIB sent more than two million pieces of mail to small business owners and flooded the
talk shows and local media with attacks on “Clintoncare.” Partly though their efforts to recruit and
train candidates, more than half the new members of Congress in 1994 came out of a small business
background.

27. Here are the United States vs. Canada per capita figures: insurance administration $106 vs.
$17; hospital administration $162 vs. $50; nursing home administration $26 vs. $9; physicians profes-
sional expenses and billing, expense-based estimate $203 vs. $80; physicians expenses and billing,
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personnel-based estimate $106 vs. $41. Total: high estimate, $497 vs. $156; low estimate $400 vs. $117
(Woolhandler and Himmelstein, 1991, pp. 1255 – 1256).

28. These provider reimbursement consultants are experts in “upcoding,” the practice of getting
larger reimbursements by inflating the severity of the patient’s illnesses. Taking advantage of the com-
plexity of regulation, a patient who has a fever and a bad cough is assigned a D�G code based on
the severity of the illness. A diagnosis of pneumonia earns more than a common cold. Pressing the
system too much might bring an investigation of fraud and abuse. But where there is any ambiguity,
the consultants earn their money by “upcoding.”

29. I am grateful to Susan Hahn, Tom Janoski, John Talbot, Karen Adelberger, Fred Schaffer,
and Susan Martin for creative contributions to this section.

30. These spending measures are crude indicators of access to health care, but as this chapter has
shown, more subtle measures cannot usually be made comparable for more than a few countries.
Health spending measures reflect national differences in provider compensation, medical inflation, and
unionization. Counteracting this possible source of error is unmeasured variation in the kind and
quality of medical care delivered. Thus, some of the lean-spending countries with less equal access
buy expensive equipment and more specialists who might improve the health of some subpopula-
tions, principally affluent citizens. So if these lean spenders have below-average health performance
despite their private and public investment in expensive medicine, the better performance of the big
public spenders is even more impressive.

31. Correlations between the spending measures computed using U.S. dollar exchange rates and
purchasing power parities (not reported in table 16.4) are all over .90. The correlation between GDP
per capita measures computed in these two different ways is .83. Consequently, the correlations of all
spending measures and affluence measures with the health performance index are nearly identical—
between .59 and .67. The correlations of corporatism with all these variables are positive but in-
significant.

32. We did a separate analysis of decreases in infant mortality (relative improvements) from 1960
to 1974, using databases different from the 1980 cross-sectional analysis, with much the same results.
We divided the 19 countries by low vs. high starting points (22.6 deaths per 1,000 or fewer vs. 26
deaths or more), then examined real GDP per capita increases, increases in per capita health-care
spending (cash and services), and improvement of infant mortality rates. We found that as a source
of mortality improvement, increases in health spending count more than increases in GDP when ini-
tial rates of infant mortality are low (the rapid-spending increase, big-improvement cases are Sweden,
Norway, Finland, Switzerland, and Denmark). But when initial rates of infant mortality are high, in-
creases in GDP per capita are more important than increases in health spending per capita (the high-
growth and high-improvement cases are Japan, France, Belgium, Italy, and Canada). Both spending
increases and standard-of-living increases, however, are powerful sources of this health outcome. These
relationships are strengthened if we eliminate two deviant cases: Israel was second only to Japan in
economic growth but only 16th in infant mortality improvement (its defense spending was a drag
on civilian standards of living); while the Netherlands increased its health spending 15-fold (the mean
is 690%) but ranked a low average in mortality improvement (14th of 19), again reflecting its rela-
tively inefficient welfare state (see chaps. 5, on the welfare state, and 15, on the environment, the sec-
tion on disability).

33. Finland is not much of a deviant case because its below-average health score (6.0, ranking
13th) matches its below-average GDP per capita and below-average spending and health performance.
Italy is a marginal case—it gets slightly better health for its well below average GDP per capita and
its lean spending in 1980.
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34. For detailed accounts of both the development of the German health-care system and the
politics of recent reform see Alber (1986), Döhler (1995), and Giaimo (1995).

35. For overviews of the organization and performance of Japan’s health-care system and elabo-
ration of these themes, see Powell and Anesaki (1990), Steslicke (1987), Marmor (1992), Morio
(1985), and OECD (1990a).

36. Family-policy scores closely match the real health index for two types of political economy:
left-corporatist democracies (Sweden, Norway, Denmark, Finland) all rank very high in family pol-
icy (data missing for Israel), and all but Finland rank very high in health performance. At the other
extreme, the more-fragmented and decentralized democracies (United States, United Kingdom, New
Zealand, Australia, Canada, and Ireland) rank low in family policy, and all but Canada rank well below
average in health performance. The averages by type including the deviant cases: for family policy,
9.3 vs. 2.3; for health scores, 18.8 vs. 7.2.

37. Duleep suggests that several cross-national studies that did not find a relationship between
age-specific mortality and average income are misleading because the relationship is nonlinear: “the
effect of income on a nation’s mortality will depend upon how income is distributed” (1995, p. 38).
Her analysis of the United States shows that income has little effect beyond an average level of in-
come. The more pinpointed data from the Whitehall civil service study, however, show a rather even
gradient in health and well-being from top to bottom, where the bottom is far from poor.

38. The National Health Service reforms under Thatcher and Major, however, increased admin-
istrative costs somewhat. See chapter 5 (the section on retrenchment).
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GLOBALIZATION
Does It Subvert Job Security,

Labor Standards, and the Welfare State?

Among the basic questions about the impact of “globalization” on public policy and human
welfare, three are of great interest to both scholars and policymakers:

1. Is the nation-state eroding as a unit of social-science analysis and as the
center of political action?

2. Do capital and labor flows across national boundaries threaten the social
policies of the rich democracies—especially job protection and good earnings
and welfare-state benefits?

Because these questions assume that globalization gives countries with low labor costs and
lean social policies a competitive advantage over their rivals, we must give an estimate re-
garding a third question:

3. Leaving aside the net contribution of the welfare state to such values as
dignity, security, equality, family well-being, social integration, and political legit-
imacy, what are the net effects of social policies and the welfare state on pro-
ductivity and economic performance?

The Nation-State Is Alive and Well

In recent decades one group of social scientists have argued that the nation-state is eroding in
its political capability and analytical utility. They include Immanuel Wallerstein’s analysis of the
relations of core, semiperiphery, and periphery in the modern “world system” (1974), Peter
Evans’s treatment of “dependent development” in Latin America (1979) and such students of
international relations as �obert Keohane and Joseph Nye (1971, 1977) who emphasize the
increasing power of transnational and international actors (multinational corporations, inter-
national organizations) and the global forces of technology, communication, and trade. Peter
Gourevitch (1978, 1986) articulates these views in a more cautious and balanced way in his
analysis of the international sources of domestic politics. When these scholars analyze national
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differences in public policy, they generally argue that a nation’s position in the world economy
determines its institutions and policies more than anything else or at least is becoming a prime
determinant.

A second group of scholars, which includes myself (1975, 1976a, 1981a, 1981c, 1983, and
with Turner, 1987), Peter Katzenstein (1985a), Peter Flora (1986 and Flora and Heiden-
heimer, 1981), David Cameron (1982, 1984), Hugh Heclo (1974), Gosta Esping-Andersen
(1985), Walter Korpi (1978), and most students of the welfare state, are much more im-
pressed with the importance of national differences in social, political, and economic orga-
nization as sources of variations in public policy and performance.

In all the talk about the fiscal crisis of the state or the crisis of the welfare state, we often
attribute changes in national policies and patterns of behavior to globalization, international
competition, or external shocks rather than to these internal structural differences. There are
two things wrong with this. First, it ignores the previous history of diverse national responses
to cross-national capital and labor flows and external shocks. Second, it ignores evidence of
the internal causes of labor policies and welfare-state development and their economic effects.

Capital flows and mass migrations across national boundaries are hardly new. It is not even
clear what the trend is. We must remember that all the great empires since the 16th century
were built upon the flow of capital from creditor nations to debtors.1 It appears that since the
late 19th century net foreign lending of creditor nations as a percentage of GNP declined to
a low in the 1950s and then rose again in recent decades (Edelstein, 1982, p. 3; and calcula-
tions from OECD, 1974 and 1992b National Accounts). It does not yet quite match the ear-
lier rate. But if we go back more than a century, sovereign debt as a proportion of creditor-
country GNP shows a steady decline since the early 1800s (Eichengreen and Lindert, 1989,
pp. 2 – 3).2 In short, compared to the mid-20th century capital has become somewhat more
mobile; compared to previous 50-year periods capital has become less mobile.

Whatever the trend in capital flows, the assertion that we now live in a new world with
a single capital market in which funds flow freely to the investments with the highest rate
of return is simply wrong. As Martin Feldstein observes in an analysis of global savings and

 . Migration rates 1900 to 1980 in four European
countries*

*Immigration plus emigration as a percentage of the total popula-
tion. Dates vary slightly: UK 1901, 1971, and 1981; Belgium 1981; the
Netherlands 1899. Source: calculated from B. �. Mitchell, International
Historical Statistics: Europe, 1750–1988, 3rd ed. (New York: Stockton Press,
1992).
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investment, “The patient money that will support sustained cross-border capital flows is
surprisingly scarce. . . . Only 10 percent of the value of the assets in the 500 largest insti-
tutional portfolios in the world is invested in foreign securities.” (The Economist, June 24,
1995, pp. 72 – 73.) In other words, even today there is a strong home-country bias among
managers of big money.

Like the trend of capital flows, labor may or may not be more mobile than in the past.
For the European countries where data are available, migration rates (immigration plus em-
igration as a percentage of the total population) were at about the same levels in the early
1980s as they were at the turn of the century (see table 17.1).3

For the United States, Canada, and New Zealand—countries of popular destination—
there was less immigration in the 1980s than there was before World War I.

Immigration as a percentage of population plainly dropped sharply from the early 1900s
to 1988 in all three countries (see tables 17.2 and 17.3). Although in recent years mass mi-
grations have again picked up they do not yet match the historical patterns.4

Of course, in some cases the sending and receiving countries have switched places. The
main point, however, holds: mass migrations are an endemic feature of industrialism, noth-
ing new either in degree or kind. Similarly, external shocks—wars, energy-price fluctuations,
and quick changes in trade patterns—are not new. Neither are the concomitant dislocations
of employment. Industrialization for two centuries has meant the continual dilution and ob-
solescence of old skills and occupations and the creation of new ones (Wilensky and
Lebeaux, 1958, pp. 59 – 65, 90 – 94). I doubt that the rate of change since 1960 is greater
than the rate for previous 35-year periods. That is why the early retirement schemes so
prominent among rich countries are not a response to the economic effects of globalization
but a continuation of previous responses to a 100-year trend toward lower labor-force par-
ticipation among older men (chap. 1 explains the trend). The more important new social
fact is the rapidly increasing percentage of healthy older workers; the policy challenge is to
devise flexible retirement systems, which the Swedes and French have tried to do.

Most of the variations in the welfare state we see throughout this book are a product
of (1) the timing, rate, and level of industrialization and its demographic and organizational
correlates and (2) the character of national bargaining arrangements between major blocs
of economic power—the number, structure, and degree of centralization and inclusiveness

  . Immigration as a percentage of population
1901 – 88 for three destination leaders*

*Figures for 1901 to 1981 calculated from data in Mitchell (1992,
pp. 1, 4, 93). 1988 calculated from UN, Demographic Yearbook 1989, 1991.
pp. 142 – 43, 145, 624 – 25, 644.
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of labor unions and labor federations, of trade associations and employer federations; the
degree of centralization and bureaucratic competence of governments; the character of
other interest groups (churches, voluntary associations), their relation to one another and
to political parties. From those long-standing national differences flow the public policies
on taxing, spending, social issues, how well they are implemented, and their effects on eco-
nomic performance, political legitimacy, and human welfare. (See figure 2.1.)

The power of these internal structural variations has been demonstrated in every chap-
ter of this book. I have repeatedly found that the external pressures that are labeled “glob-
alization” have little or no effect in explaining social policies or system outputs—such non-
trivial outcomes as economic performance, political legitimacy, equality, poverty reduction,
safety, and real health. What counts are national differences in political, economic, demo-
graphic, and social structures. Although these structures are converging with continuing in-
dustrialization, the national differences remain large.

This is demonstrated in three parts of my analysis where one might expect external
forces to have some influence: findings regarding (1) the causes of types of bargaining
arrangements—especially democratic corporatism vs. others (in chap. 2); (2) the effects of
the welfare state on economic performance (chaps. 12 and 13); and (3) the effects of the
two oil shocks in 1974 and 1979 and sudden shifts in the terms of trade on subsequent
economic performance (chap. 12). In each area the domestic structures overwhelm the ex-
ternal pressures and shocks as sources of national policies and performance. After a brief
reminder of these findings, we can consider more recent global developments that are al-
leged to undermine national sovereignty, national institutions, and related social and labor
policies—the deregulation of labor markets, increased immigration, the spread of multina-

 . Gross number of immigrants (1000s) for three
destination leaders 1901 to 1988 by ten-year periods

aB. �. Mitchell, International Historical Statistics: The Americas,
1750–1988, 2nd ed. (New York: Stockton Press, 1993), pp. 92, 93.

bTotal arrivals. From Mitchell, 1983, pp. 145 – 146.
c1967 – 75.
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tional corporations (MNCs), and the globalization of finance, especially the increased au-
tonomy of central banks.

Analysis in chapter 2 of the structural and ideological sources of democratic corporatism
(or “negotiated economies” in their various forms) showed that since the late 19th century
four have interacted to produce fully developed corporatist bargaining structures, generally in
place by the 1950s. Three of them are national and strong, one external and weak: (1) the
level, rate, and timing of industrialization (early, late, very late) as they shape the structure of
industry and/or labor and/or agriculture; (2) the power and ideology of social and political
movements and parties; (3) electoral systems, especially various forms of proportional repre-
sentation; and (4) the openness of economies or trade dependence, always cited as an attri-
bute of globalization that will allegedly undermine labor standards and the welfare state.

Historical analysis shows the sequence: rising mass-based political parties, notably Cath-
olic and left, moved incumbent regimes to accept proportional representation, typically
modified to exclude extremes of left and right or militant minority splinter groups. This
electoral system, in turn, enhanced the power of leftism and Catholicism, ideologies sym-
pathetic to both corporatism and the welfare state. We know that the P� compromise as
well as left and Catholic party power preceded the corporatist compromise. A parallel pro-
cess was the timing of industrialization as it shaped the structure of industry and agricul-
ture, the size of enterprises, the concentration of capital, and above all, the centralization
and inclusiveness of labor federations and employer federations and the role of the state.
It is significant that all of these powerful forces are internal, institutional, and national. Tests
of their relative importance show that P� is by far the most important source of corpo-
ratism; Catholic power is a close second. Left power is a less important explanation, largely
because since World War I, left parties are much more frequently thrown out than Cath-
olic parties and the duration of left power is rarely long. With rare exceptions, left power
without P� has little lasting effect on anything. �egarding trade dependence, the results
are unequivocal: if we delete the Netherlands and Belgium as extreme cases, export de-
pendence fades as a source of corporatism when any two of the other variables are in-
cluded. In other words, the hypothesis that the external shock of heavy dependence on
fluctuating world markets inspires consensual bargaining arrangements finds no support.

We have seen that all external pressures and shocks are filtered through and greatly
modified by the domestic structures I have discussed. But maybe increased global compe-
tition will have a stronger impact on the welfare state and labor-market policies in the fu-
ture, whatever the limited impact of trade dependence since 1880. Because so many politi-
cians and scholars believe that the welfare state is a drag on economic performance, we
must first know precisely what social programs reduce productivity, what social programs
increase it, and which are simply neutral.

Analysis of the economic performance of 19 rich democracies from 1950 to 1989 as
well as the 1990s (chap. 12) casts doubt on assertions that aggregate social spending is a
threat to economic growth, inflation control, or low unemployment or that the lean wel-
fare states of Japan and the United States give them a competitive advantage over welfare-
state leaders saddled with huge social budgets.

In fact, the comparative evidence shows that over long periods big spending has either
made a positive contribution to economic performance or is unrelated to economic perfor-
mance, depending on the period considered. The correlations between an index of economic
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performance combining good real growth in GDP per capita, low inflation, and low unem-
ployment and a broad measure of social spending (SS/GNP) are positive before the oil shocks
of 1973 – 74 and 1979 (for 1950 – 74, r � .48; the after-shock correlations are insignificant—
for 1974 – 79, r � .26; for 1980 – 84, r � �.22; for 1985 – 89, r � �.17). In multiple regres-
sion analysis, neither welfare effort (SS/GNP) nor its rate of growth nor the rate of growth
of social spending per capita stand up against the robust causes of economic performance (the
structure of the political economy, capital investment, and industrial relations systems).

Why is the welfare state as a whole either a benign influence on competitiveness or ir-
relevant? First, some major sectors of social policy are plainly productivity-enhancing: mass
access to medical care and health education via schools, clinics, and child-care facilities
(chaps. 5, 7, and 16) reduces long-term medical costs and in some measure enhances real
health and lifetime productivity; preventative occupational health and safety programs in
the workplace reduce absenteeism and turnover and other labor costs (chaps. 12 and 15);
active labor-market policies reduce reliance on passive unemployment insurance and pub-
lic assistance (chaps. 12 and 13) and improve the quality of labor; innovative family poli-
cies reduce the cost of both mayhem and poverty (chap. 14), they also reduce income and
gender inequality, which are a drag on economic growth (chap. 12). These are substantial
offsets for the cost of welfare-state benefits to the nonworking poor, handicapped, and the
aged. The net economic effect of all the programs labeled the “welfare state” is therefore
either positive (before 1974) or neutral (since 1974).

Beyond these economic benefits of social spending is the evidence that countries with
strong corporatist bargaining arrangements more flexibly adapt to external shocks and more
effectively implement productivity-enhancing social and labor policies. Corporatist democ-
racies provide channels for the interplay of management, labor, and the state. The trade-offs
that such a structure facilitates are often directly relevant to productivity and macroeconomic
performance (chaps. 2 and 12; Wilensky, 1981a, p. 192; Wilensky et al., 1985, pp. 43–47).
As a reminder, the corporatist trade-offs most positive for economic performance follow:

1. Labor constraint on nominal wages in return for social security and related programs and
modest increases in real wages. While most corporatist democracies had higher wage in-
creases before 1980 than their noncorporatist counterparts, when the shocks of 1974 and
1979 – 82 hit, they resisted wage pressures and did better controlling inflation in the five
years after each shock.5

2. Job protection in return for wage constraint, labor peace, and sometimes tax concessions
(lower taxes on corporations and capital gains). There is some evidence that job security
is a positive contribution to lowering unit costs; it reduces worker sabotage, output re-
striction, slowdown, strikes, and turnover. One of the two most robust sources of good
economic performance in all periods (chap. 12) is low strike rates—a clue to effective
industrial relations systems characteristic of corporatist democracies.

3. Participatory democracy in the workplace or community in return for labor peace and wage
constraint. A case in point: The German local works councils and national codetermina-
tion combined with regional collective bargaining that is coordinated by centralized
unions and employer associations setting a broad framework. Several countries provide
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channels for worker and union leader participation in tripartite boards administering
parts of the welfare state—medical insurance, unemployment and accident insurance,
and pensions (chaps. 2 and 5). Such union participation in unemployment insurance and
related labor-market policies is especially strong in Belgium, Sweden, Denmark, and
Finland.

4. In return for all of the above, the government improves its tax-extraction capacity and public
acceptance of taxes on consumption—not irrelevant to reduction of inflation and budget
deficits. Thus, the combination of high VAT and social-security taxes is a moderately
positive contribution to high scores on my economic performance index before 1974
(although it is insignificant after).

5. In return for all the above, both labor and the government tolerate low taxes on either
capital gains or profits and avoid high property taxes. Although my study shows that taxes on
capital gains, corporate income, and profits have only moderately negative effects on
capital investment and little effect on economic performance, property taxes may be a
drag in all periods. �eliance on property taxes is characteristic of the more-fragmented
and decentralized democracies.

6. With the habit of making such trade-offs and faced with strong labor movements, man-
agement in the more corporatist democracies tends to join labor in the implementation of a wide
range of policies. The result: less intrusive regulation and more effective implementation of
laws and executive orders. Thus, the complaint that Western Europe is hyperregulated
and hyperprotected—that it has the disease of “Eurosclerosis”—while America has an
excellent ability to adapt ignores the evidence on types of regulation and regulatory
styles. The paradox that the most-decentralized political economies with the most
liberal (free-market) ideologies—for example, the U.S.—have the most rigid and intru-
sive regulations can be explained by the weakness of the structure and political power
of labor and the absence of channels for collaboration among labor, management, and
the state.

A final bit of evidence that corporatist democracies with big welfare-state burdens nev-
ertheless adapt flexibly to external shocks is the record of responses to two Arab oil shocks
1974 and 1979 (see tables 12.3 and 12.5). One would think that a country that produces
little energy and is highly dependent on oil would be handicapped in adjusting to those
shocks.Yet in chapter 12 neither energy dependence nor sudden deterioration in the terms
of trade were related to economic performance in each of two five-year postshock peri-
ods. This again underscores the overwhelming importance of structures of bargaining and
their policy consequences (corporatism as it relates to strikes, capital formation, tax struc-
tures, as well as social, industrial, and labor-market policies). Such domestic structures and
policies explain great national differences in the capacity to adapt to external shocks—so
much so that by 1979, with few exceptions, the countries most exposed ( Japan, Switzer-
land, Sweden, Finland, Belgium) were able to adapt more quickly and effectively to the
next big shock than countries well situated (Canada, United Kingdom, Ireland). It is strik-
ing that all five of the most-energy-dependent, quickest-adjusting good performers are
corporatist with or without labor, and three of them are big spenders. In contrast, three
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of the poorest performers after both shocks—Canada, UK, Ireland—were medium to low
in social spending and much less energy-dependent.6 Of course there are exceptions to
these general patterns. A series of policy mistakes in Japan in the 1990s and Sweden in
the mid-1980s to mid-1990s including a classic burst of a speculative bubble (combined
with the erosion of centralized bargaining in Sweden) accounts for periods of poor per-
formance. In both cases, policies exacerbated and deepened the bust (chap. 2 discusses
Sweden, chap. 12, Japan).

Convergence Downward, Upward,
or Just Persistent Differences?

What is the lesson for the present context? Will the shock of increased globalization in-
spire a move of the most successful rich democracies downward toward Portugal, Greece,
and Spain? That is very unlikely. If the structures and policies now in place have enabled
Germany, Switzerland, Norway, Austria, Finland, and Japan to outperform the rest
through thick and thin for four decades of the postwar period, why should they now
move toward low wages, weak job protection, low social spending, less investment in ed-
ucation, training, and job placement, low productivity, and low value-added products?
Why should they copy Margaret Thatcher and �onald �eagan in bashing unions? Even
if they wanted to imitate the U.S. and the UK—which I do not think they do—their
governments would encounter mass resistance as well as strong labor protest. To turn qui-
escent unions or reformist unions into radical confrontationist unions is not what most
political and industrial elites desire.

To better grasp whether there are convergent tendencies of globalization that under-
mine labor standards and the welfare state, the next sections analyze national variations in
job security, immigrant policies and politics, the role of multinational corporations, and the
rising autonomy of central banks.

Deregulation of the Labor Market?

Some recent evidence from Germany suggests that industrial managers themselves do not
want what orthodox economists and center-right politicians say they want—deregulation
of the labor market—and for good reasons.

The 1980s saw accelerated rhetoric regarding the evils of job protection in law and col-
lective bargaining contracts; there was even some shift in public policy. A number of coun-
tries, especially the UK, Germany, France, Italy, and Spain, relaxed legal restrictions on lay-
offs and dismissals and widened existing loopholes in established systems of job protection.
For instance, they encouraged fixed-term vs. permanent contracts or reduced barriers to
hiring temporary labor (OECD, 1989; Auer and Buechtemann, 1990). The aim: reduce in-
stitutional rigidities, increase the efficiency of labor markets, and decrease labor costs and
thereby increase employment, speed up innovation and industrial readjustment—all the
goodies in the promised land of the free marketeers.

If we examine employer behavior, however, we discover a radical disjunction between
political rhetoric and industrial practice. Germany is a good case for examining the va-
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lidity of the attack on the allegedly detrimental effects of job-security regulations on the
firm and, more generally, “Eurosclerosis” in the economy. It has long had an elaborate
system of job protection, a model followed by other countries in the 1960s and early
1970s, and in 1985 was the European leader in job stability; in continuous job-tenure
rates Germany was second only to Japan (Buechtemann and Meager, 1991, p. 10).7 To
the tune of the ideological music of the 1980s Germany passed a new “Employment
Promotion Act” (EPA) in 1985. Among other legal changes, it relaxed job protection
rules for new enterprises, extended maximum periods for the use of temporary workers
hired from agencies, and, most important, made it easy for employers to hire workers on
fixed-term contracts and fire them at the end without “just cause” or consultation. The
law was pushed mainly by the Free Democrats (FDP), the free-marketeer wing of Chan-
cellor Kohl’s coalition government.

In a careful evaluation of the employment impact of the law, based on a review of sub-
sequent studies, including a representative sample survey of 2,392 establishments, using
ingenious measures of changes in hiring-and-firing practices that could be attributed to
the law, as well as in-depth case studies of the motives of employers who did and did not
use the new law, Buechtemann (1989) and Buechtemann and Meager (1991) found that
the employment effects of the EPA were negligible; employers were overwhelmingly un-
interested in using the law. Here are the relevant findings:

. Despite strong job protection, the annual labor turnover and job separation rates of
Germany both before and after the EPA of 1985 are quite high (more than one in four).
(Buechtemann and Meager, 1991, p. 10).

. In the two years after the law, worker turnover was highly concentrated in small
and medium-sized firms in construction, food processing, and low-skill personal services
(hotel and catering, transportation, body care and cleaning). One-half of all terminations
and new hires were accounted for by only 19% of all firms. These are firms with low-
skill, high-labor costs as a fraction of total costs, and big fluctuations in demand. Their
massive labor turnover, however, does not reflect superior adjustment efficiency. Both
before and after the law these high-turnover firms pursued this “hiring-and-firing” strat-
egy (ibid., pp. 11 – 15).

. Before and after the law, dismissals have played only a minor role in total turnover;
German employers tend to avoid layoffs as long as possible by attrition, adjusting hours,
early retirement schemes, and so on. Most turnover is from voluntary quits, expired ap-
prenticeship contracts, or early retirements. In downturns employers hoard labor to avoid
high search, recruitment, and training costs on the upswing.

. Before the EPA, a comprehensive study of dismissals in private industry in the late
1970s found that neither unions and works councils nor job protection laws strongly
impede employers from firing workers they wanted to fire. That is why 85% of person-
nel managers interviewed at the time said that their firms had been able to fire and lay
off close to all the workers they wanted to without any major financial and/or legal
difficulty. Personnel managers in the post-EPA period reported the same judgment: em-
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ployment protection legislation both before and after the reforms was no major obstacle
to dismissals and necessary workforce reductions.8

. Actual use of the options offered to employers by EPA for temporary hires was
confined to a small minority (4%) of all private-sector firms and to a tiny number of
cases (2% of all new hires) (ibid., p. 22). Only 0.6% of all firms in the private sector used
the new fixed-term contracts created by the EPA in order to adjust their workforces
more flexibly to external demand.

. Far from expanding employment, deregulation had negligible net effects. If any-
thing, it had slightly negative effects. It increased the layoff risks for fixed-contract work-
ers in a downturn but increased hiring only slightly in expanding firms (ibid., p. 24).

Most damaging for the advocates of labor-market deregulation, the German employers
in the most dynamic sectors, the expanding engineering and higher-skill service indus-
tries—the drivers of the economic machine that conquered world markets—said that they
do not take advantage of the law because they do not want to incur the costs of a hire-
and-fire strategy: transactional costs and productivity losses, training costs, loss of loyal work-
ers motivated by job security and good wages and benefits.9 German employers, unlike the
ideologues who inspire the laws, know that investment in human capital pays off in the su-
perior productivity and flexibility of a stable workforce.

In short, whatever the political rhetoric of deregulation and the free market, German
employers in the late 1980s were pursuing the same labor policies that had brought them
success since 1960 (Turner, 1998).

Finally, in assessing the idea that globalization subverts job security it is important to
distinguish among types of industries. In the high-wage export sectors of Japan, Germany
and several smaller European democracies, job security has been high because labor costs
as a percentage of total costs are low (as in pharmaceuticals, chemicals, mainframe com-
puters, or oil refining), or because productivity in export sectors is high and exports are
growing, or where worldwide investments have long been the core of profits (insurance
and banking). It is the nonexport service industries and trades that evidence most fluctu-
ation in employment and minimum job security. These “domestic” sectors are much less
affected by globalization; they continue to fluctuate according to business cycles and local
markets. The export sectors, however, remain much the same as they were before all the
talk about globalization: they were and are dominated by productive, high-wage firms with
continued growth.10 It is hard to see how migration and capital flows will change this es-
tablished pattern very much.

If there is convergence in the programs and expenditures comprising the welfare state
and job protection, it is not the convergence downward imposed by greater ease of mo-
bility of labor and capital across national boundaries. It is instead the convergence
rooted in continuing industrialization and the trends all rich democracies share: the con-
tinued aging of the population, now accelerating in Japan and North America, the 
upgrading of skills and job demands, and the convergence in female labor-force partic-
ipation (see chap. 1). These common trends will most affect family policy, active labor-
market policy, and pension expenditures, all of which I believe will become more, not
less, alike.
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Convergence in Immigration,
Differences in Policies and Politics

Perhaps an increase of net migration to the successful political economies of Europe will
make them look a bit more like Canada, the United States, and Australia in their cultural
and social diversity and minority-group conflict. But it is not clear that this will mean a
dualism in jobs, wages, and living standards as radical as the dualism of North America and
Australia, countries that have developed a large “underclass.” Those latter countries were
among the leading job creators from 1968 through the 1980s while France, West Germany,
Austria, and the UK were below the median in job creation. The top job creators, as I have
shown in chapter 13, were responding to demographic changes (high net migration rates
and high rates of 15- to 24-year-olds entering the labor force) and changes in social struc-
ture (the combination of high rates of female labor-force participation, high rates of fam-
ily breakup, and the feminization of poverty). The jobs they created were mainly low-paid,
low-skill service jobs using migrants, young people, and divorced women pressed to the
wall, many of them part-time or temporary workers looking for full-time work. The net
outcome over long periods has been anemic productivity increases, high job turnover, low-
ered investment in training, deterioration in real wages, and an increase in unproductive
welfare spending—all of which puts them in competition with the newly industrializing
countries, for example, South Korea and Taiwan, themselves moving in the opposite di-
rection toward high wages and high value-added products. There is no reason that Ger-
many, Japan, and the Scandinavian countries would now want to go down that road.

Some of these nations are able to regulate immigration from outside the EC a bit bet-
ter than the North Americans can. For instance, Switzerland has long practice in control-
ling its borders; Germany levies stiff fines and penalties on employers who hire illegal work-
ers and enforces these regulations, more or less, by identity cards and inspectors visiting
work sites (e.g., building construction). Historically, both countries were able to incorpo-
rate immigrant labor into the secondary sector: a few years after foreign workers were sta-
bilized, 73% of West German immigrants (1975) and 67% of immigrants to Switzerland
(1972) were in manufacturing and related jobs, not in agriculture, construction, and service
(Sassen, 1988, pp. 44 – 45). The Mediterranean countries—Italy, France—as well as the
United States may have a harder time regulating and integrating foreign labor because of
long unfenced coast lines and easier access.

Whatever these differences, liberal democracies evidence convergent trends in immigra-
tion experience (cf. Freeman, 1994, pp. 17–30; Collinson, 1993, pp. 57–59; and Hollifield,
1992, pp. 32–33, 84–85, 204–213):

. Increasing effort and capacity to regulate migration flows, especially absolute 
numbers.

. The increased moral resonance of family unification as a major criterion for ad-
mission, accounting for an increasing percentage of total immigration and decreasing state
control of the social characteristics (education, skills) of the immigrants.

. An hourglass shape of the education and skills of the recent immigration popula-
tion. Although there are some national differences here, the central tendency is toward
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some overrepresentation of college graduates and a very big overrepresentation of the
least educated and least skilled. Philip Martin (1992, p. 14) estimates that American im-
migrants are 30% highly skilled, 20% in the middle, and 50% unskilled.

. The transformation of temporary work programs into permanent immigration.
(Like The Man Who Came to Dinner and stayed for several months, the guest workers
of Europe increasingly settled down in the host countries for long periods, even their
whole working lives.) Movements for expanding immigrant rights were a natural out-
come.

. The uneven spread of migrants in Western Europe 1950 – 93. The explanation:
variation in (1) the demand for and recruitment of “temporary” labor; (2) the openness
to the rising tide of political refugees, East to West and increasingly South to North.11

. As legal entry routes are restricted in response to xenophobic political pressure,
illegal entrants and visa overstayers have increased, although as we have seen above, na-
tions vary in their capacity to police their borders and control illegal immigration.12

Because unskilled jobs are a declining portion of the labor force in all these countries,
however, they all confront a choice between burgeoning welfare costs for their least-
educated new immigrants, women heading broken homes, and young people, on the one
hand, or the more productivity-enhancing strategies they have already pursued, on the
other. The German-Swedish-Japanese model (cultivate labor relations, invest heavily in
human resources, maintain high rates of capital investment, etc.) or the North American
model (maintain confrontational labor relations and adapt the technical and social organi-
zation of work to a large, cheap labor supply)—these are the real choices. Happily the dem-
ographics of the next decade are favorable in many countries: the lower rate of entry of
native young people will create labor shortages that immigrants, if trained, can fill. That
window of opportunity in the U.S., however, will close shortly after 2000 when the bulge
now in secondary school reaches college and/or the labor market. Because the marked ac-
celeration of American retirees will not take hold until 2020 or 2030, American reliance
on immigrant labor will be about 20 years behind Europe’s: from about 2000 to 2020 we
can expect increased tension between natives and immigrants in the United States—even
beyond what we already see in California.

The economic impact of immigration, considering all costs and benefits over the long
run, is very likely positive. This reality, however, is not what plays out in politics, where im-
migrants are used as scapegoats for a wide range of troubles. Complicating any assessment,
the real economic effects vary over time and place.

Studies of the U.S. using data from before 1980 (Borjas, 1990, chap. 5; Abowd and Free-
man, 1991a; Muller, 1993) show that “ . . . immigrants have been absorbed into the Amer-
ican labor market with little adverse effect on natives” (Abowd and Freeman, 1991b, p. 22).
In fact, in areas of greatest immigrant concentration—for example, Miami, Los Angeles,
New York, San Francisco—employment of natives increased with rising immigration, ex-
cept for New York (ibid., p. 24). The reasons: immigrants purchase goods and services
where they work, thereby raising demand for labor; immigrant skills complement the skills
of many native workers, raising demand for them; even with their concentration in gate-
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way cities, if immigrants had not taken the low-skilled jobs there, similarly young, unedu-
cated Americans would have filled the gap via migration from other areas (Abowd and
Freeman, 1991b, pp. 22 – 24); and natives attenuate the negative earnings effects of recent
immigration by moving to other localities (Borjas and Freeman, 1992, p. 11) while at least
20% to 30% of the foreign born in the U.S., probably the least self-supporting, return to
their birthplace or migrate elsewhere within a decade or two, thereby relieving pressure on
the labor market (Borjas, 1992, p. 18).

But as the percentage of uneducated, unskilled immigrant labor rose in the 1980s when
the U.S. job market for the least educated was deteriorating, studies of that decade con-
cluded that immigration was depressing the earnings of natives, especially the relative earn-
ings of high-school dropouts, including young blacks and earlier-arriving Hispanics (Bor-
jas, Freeman, and Katz, 1992, pp. 238 – 242; see also chap. 13 above on job creation and
Wilensky, 1992b). An oversupply of cheap immigrant labor was competing with an over-
supply of cheap native labor.

Are immigrants a disproportionate burden on the welfare state? This myth was given
credence by Donald Huddle’s flawed research (1993) claiming that the 19.3 million immi-
grants entering the U.S. from 1970 to 1992 were in 1992 a net burden on native taxpay-
ers of $42.5 billion, projected at $67 billion a year from 1993 to 2002. On the contrary,
immigrants—even those arriving since 1980—are probably being ripped off by American
taxpayers. The reasons: First, they are overwhelmingly young workers who pay social-
security and Medicare taxes (not the native aged who use most of the expensive pension,
disability, and health-care services) whose fertility rates are as low as the comparable young
natives (no disproportionate use of schools). The very youth of the immigrant population
is a boon for the U.S.; the immigrants will help pay for the baby boomers’ retirement and
medical care, partially offsetting the looming mismatch of pensioners and workers. Second,
they pay state sales taxes, local property taxes, and gasoline taxes; their employers pay un-
employment insurance and worker’s compensation taxes. Third, if they are legal, their use
of social welfare benefits in earlier decades was less than that of natives. Although such use
is now slightly above the natives’ (because of higher unemployment rates of the young and
because the aged among them use means-tested SSI), these are the smallest parts of 
welfare-state burdens and have deteriorated in real value.13 Finally, if they are illegals, they
are by law denied almost all welfare benefits and are afraid to use any services for fear of
being deported.

All this leaves aside the long-run assimilation of immigrants and the economic recovery
since 1992 as well as the contribution of their work to GNP. Thus cross-sectional estimates
(e.g., 1990 – 92) capture neither business-cycle variations nor variations over the life cycle
that show more long run payoff and less cost. Today’s cross-sectional picture overrepresents
new arrivals who earn less and use more state services; later, like their predecessors, they
earn more, pay more taxes, and use fewer public services. Even those initially in an enclave
economy (e.g., Asian immigrants in ethnic neighborhoods in Los Angeles whose job his-
tories were analyzed in the early 1990s) typically transcend the ethnic economy and enter
the mainstream metropolitan economy as they gain local work experience and increase
their human capital (Nee, Sanders, and Sernau, 1994). As Fix and Passel (1994) show in
their careful review of studies emphasizing the immigrant burden, all of them understate
the revenue stream from immigrants and overstate the cost to government.14
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Again national experiences differ depending on institutions and policies. In Germany,
for instance, although foreigners are increasingly overrepresented among the recipients of
social assistance (which is only 5% of the Federal �epublic’s social expenditures), the ag-
gregate impact of foreigners on the entire German system of taxes and transfers is posi-
tive—for example, a fiscal gain of about 14 billion DM in 1991 (a 1992 study by Barabas
et al. from a leading economic research institute cited by Alber, 1994, p. 5). A similar find-
ing of net gain is reported from studies of France (Hollifield, 1992, pp. 85 – 86). �egarding
the labor market, both Australia and Germany evidence much less negative earnings im-
pact than the U.S. because their occupational wage differentials are smaller than those of
the U.S. and their unionization rates are much higher. Germany also invests more in train-
ing, job creation, and job placement. And Australia from the 1970s through the early 1980s
used education and skills as criteria for admission so the differences between natives and
immigrants did not grow so much (Abowd and Freeman, 1991b, p. 23). On the other hand,
countries that match Sweden’s generosity in social programs for immigrants may find that
the costs exceed the benefits even in the long run.

Whatever the European political economies do about the welfare state and labor-
market and social policies, and whatever the real economic effects of immigration, I sus-
pect that they will all experience a moderate increase in ethnic-racial-religious conflict,
hardly unknown to the continent in the past, only this time without major war.

Insofar as rich democracies converge in the number of immigrants as a fraction of the
labor force, they are likely to experience cycles of nativist, xenophobic protest, some of it
parliamentary, some violent, as in the history of the older immigrant nations, the U.S., Aus-
tralia, and Canada. The cycles of protest are driven by the convergence of economic down-
turns (unemployment, downward mobility, declines in income), immigrant population
numbers and concentration, and the social distance between immigrants and natives.15 How
anti-immigrant sentiments are channeled, however, is another matter. National and local
mobilizing structures—political parties, legislatures, prime ministers, interest groups—can
either legitimize or oppose xenophobic expression, exploit mass fears and prejudices in a
search for scapegoats, or try to contain those fears.

We can see the interaction of strong economic deprivation, much immigrant concen-
tration, big social distance, and nativist political mobilization at work in the U.S. and Ger-
many in the early 1990s. In the Los Angeles riots of 1992 much of the violence of blacks
was targeted at Koreans and Chinese; the locations were areas of high unemployment of
young males. In the 1994 election in California and in most closely contested congressional
districts in many states, the �epublicans used the problems of crime, welfare mothers, and
illegal Mexican or Caribbean immigrants as negative symbols in a successful campaign to
direct a frenzy of anger at their Democratic opponents. Media “talk shows” poured oil on
that fire. White men of the middle mass (high school or part-college educated) from the
West and South who said their family’s economic situation had worsened in the last four
years were especially attracted to those appeals (based on exit polls, New York Times, No-
vember 13, 1994). (See chap. 10 on the revolt of the middle mass.)

That increased minority-group numbers and concentration can produce intensified re-
sistance from native populations is evident from an earlier time in U.S. history. Lieberson
(1980, pp. 284 – 291) shows that in the early 20th century, major increases in both the res-
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idential segregation of blacks and their percentage of the population brought on an esca-
lation of violent protest by whites, most of them earlier-arriving immigrants who felt
threatened by black encroachment.

Anti-immigrant violence and voting in Germany has similar roots. From 1961 to the
mid-1990s, the percentage of foreigners in the German population rose from 1.2% to over
8% (Alber, 1994, p. 5)—about the same as the 8.7% of the United States in 1994. As Alber
shows (graph 7 and table 1) bursts of nativist violence (acts/1000 asylum seekers) occurred
in 1983 – 84, a time of accelerating unemployment, and 1991 – 93 (combining recession,
the economic strain of reunification, and rising immigration). He reports an average of
nearly 6 violent acts per 1,000 asylum seekers every day, including several arson fires dur-
ing 1991 – 93. �egarding social distance, although Germany’s proportion of resident for-
eigners is not as large as Belgium’s its percentage of immigrants from non-European coun-
tries (6%) puts it first among countries of the European Union. �egarding mobilization, in
the 1990 election male East German voters below the age of 25, whose unemployment was
greatest, gave the extreme right nativist �epublican Party its best election result of 7% (ibid.,
p. 8). The party broke through first in Bremen, a port city with a declining industrial cen-
ter, a high rate of unemployment and a heavy concentration of Turks, Poles, and other im-
migrants. The combination of youth unemployment and social distance is also captured in
Solingen, where the killers of a Turkish girl in May 1993 were members of a youth gang
who had been kicked out of a Turkish restaurant (ibid., p. 11); five other Turkish females,
long-term residents, were killed in a single gruesome arson fire in the same city that month.

That public policies toward immigration shape the intensity of anti-immigrant violence
and voting is suggested by a comparison of two countries with substantial recent immi-
gration, generous social policies, and low rates of poverty and inequality, but contrasting
immigration policies: Germany, where the principle of jus sanguinis is dominant and na-
tionality is conferred mainly by blood ties, and Sweden, where the principle of jus soli is
dominant and nationality is conferred mainly by place of birth. In 1992 Germany accepted
5.3 times as many asylum seekers as Sweden but experienced 29 times as many acts of anti-
foreign arson or bombing attacks (ibid., p. 3). In a rough comparison of nativist violence
in the early 1990s in five European countries (France, Britain, Switzerland, Sweden, and
Germany), Alber suggests that while Britain, Switzerland, Sweden, and Germany all expe-
rienced an increase in violent incidents, the number and intensity of antiforeign violence
is highest in Germany (ibid., p. 3). An explanation of Sweden’s much lower rate of vio-
lence is its policy of assimilating immigrants by aggressive education, training, and integra-
tive social programs and by giving immigrants the right to vote and run for office in com-
munity and regional elections after three years of residence. Sweden is also first among 12
European countries in its naturalization rate.16

Comparing Germany and France yields a hint of an inverse relationship between anti-
immigration voting and anti-immigrant violence.17 It also validates the idea that integra-
tion policies reduce the rate of violence even where perceived economic deprivation and
social distance are similar.

First, the similarities. The supporters of anti-immigrant, populist-right groups and par-
ties in both countries are concentrated in areas of exceptional immigrant concentration and
economic instability or at least perceived instability. These groups draw support from both
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the losers and winners of structural readjustment. It is not only economic deterioration
alone that provokes protest; it is any major economic change, up or down, that heightens
the sense of insecurity. For instance, among the German winners are Baden-Württemberg
and Bavaria; among the French winners are Paris and the Ile-de France and Alsace. Ger-
man losers include Schleswig-Holstein and Bremen; French losers include Marseille and
Bouche du �hône. All of these areas are either strongholds of protest voting or evidence
above-average support for anti-immigrant politicians.

The core supporters of Le Pen in France and the �epublikaner in Germany are not es-
pecially marginal. They are citizens of the middle mass (lower white collar, upper-
working class, self-employed). In both countries, most are males with vocational training
or high school but no higher education. Whether they are employed or not they have a
strong sense of insecurity—economic and physical—that is much more intense and wide-
spread than among voters for other more established parties. They rank insecurity, law and
order, and crime at the top of their concerns. Even the lawless skinheads in Germany iden-
tify their biggest worry as Zukunftssicherheit or “future security.” �esponding to political
demagogues, they blame their job insecurities and other troubles on immigrants.

In both countries the targets of protest voters and violent gangs are distant in language
and appearance; they are typically Islamic—for example, “guestworker” Turks and Balkan
refugees in Germany, Arabs from North Africa and the Sub-Sahara in France. In both
countries ethnic segregation in substandard housing and poor neighborhoods is common.
Both include immigrants in universal welfare-state benefits, whose alleged drain on the 
taxpayer-citizen is a centerpiece of political propaganda (see chap. 10). All this should
sound familiar to television viewers in the United States who were exposed to saturation
advertising on crime, immigrants, and welfare during the poisonous congressional campaign
of 1994.

With all these French-German similarities it is striking that Germany has much more
anti-immigrant violence than France while France has much higher populist-right anti-
immigrant voting than Germany. For instance, per capita acts of extreme right xenophobic
violence in Germany after 1990 were at least 2.5 times higher than in France. But electoral
support shows the reverse pattern: Le Pen’s Front National received between 26% and 28%
of the vote in 1988 presidential elections in areas of high immigrant concentration in
Southwest France—Marseille, Toulon, and Nice (Frears, 1991, p. 116); in February 1997,
the Front National won its first absolute majority of the vote in a municipal election in the
Marseille suburb of Vitrolles. In contrast, from 1973 to 1989 German support for similar
extreme right-wing parties at its peak in the 1989 Euro-elections was only 7.1% (exclud-
ing Bavaria and Baden-Württemberg the other Länder ranged between 4% and 6% of the
vote going to the �EPs). At its peak in national elections since unification that vote was
less than 5%. In fact, in the 1994 national election the �epublikaner got only 1.9% of the
vote.

Contrasts in public policy and politics as well as rates of immigration provide a reason-
able explanation. The German policy of ethnic exclusion based on descent and combined
with wide open access to refugees up to 1993 (perhaps driven by historical guilt) makes
the cultural and social integration of minorities difficult, no matter how long they stay
(some of the Turks are third-generation workers).18 Sheer numbers add to nativist resent-
ment and violence.19 In contrast, French policy, while not as assimilative as that of the U.S.
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or Canada, is inclusive (Esman, 1992, pp. 3 – 4, 36, 39). French official administrative clas-
sifications from the first have been socioprofessional or “national”; from the Third �e-
public on, the French forbade all Census questions about ethnic, religious, and linguistic
origins. The French version of the melting pot myth is that the fusion of peoples came to
an end with the �evolution and no redefinition of “French” can come from subsequent
waves of immigration (Noiriel, 1992, pp. 72 – 73; and Brubaker 1992, pp. 104 – 110). French
universalism has had a paradoxical result: it exaggerates the social distance between nation-
conscious French citizens and foreigners; at the same time it shapes the law of immigration
in more liberal directions. Encouragement of assimilation may reduce violence but still
permit political expression of nativist sentiments. As an added explanation of LePen’s
strength, France has run a much higher rate of unemployment than Germany for many
years.Vitrolles, where LePen’s party reached its first majority, has not only a large concen-
tration of North African immigrants; it also has an abundance of alienated French work-
ers hard hit by 19% unemployment (New York Times, February 10, 1997).

A final piece of this puzzle is the role of electoral laws as they shape protest voting. Both
France and Germany have mixed proportional-plurality electoral systems with two-stage
voting (see chap. 2). But the two ballots in the French case are cast a week or two apart;
only the second is decisive. The two ballots of the Germans—one for the candidate, one
for the party—are simultaneous, and both ballots shape the final political composition of
the government. French voters can therefore indulge their xenophobic sentiments in a first-
ballot protest against the political establishment with little consequence in most cases; Ger-
man voters are denied any second thoughts. In short, the German combination of much
higher numbers of socially distant strangers, an exclusionary naturalization policy, and an
electoral system that discourages pure protest voting (and incidentally makes neo-Nazi par-
ties illegal) encourages violence; the French combination of lower numbers of immigrants,
universalistic ideology and assimilative policies, and greater unemployment but electoral
laws and traditions favorable to protest voting minimizes violence and provides xenopho-
bic movements with an abundance of voters.

In sum: Migration from poor areas to rich is new neither in its rate nor in its conse-
quences. �ich democracies are now converging in their cultural and social diversity and in
their conflict focused on immigration. They differ, however, in their openness to political
and economic refugees, their policies toward immigrant integration, and the intensity of
anti-immigrant mobilization. Anti-immigrant sentiments are most intense where the num-
ber and concentration of immigrants are heavy, the social distance between natives and
strangers (in education, religion, language, ethnicity, and race) is great, and the economic
instability of industrial readjustment is most widely experienced. Most important, industrial
democracies differ in their ways of channeling mass prejudices and populist-right move-
ments. A country that makes a serious effort to minimize illegal immigration, and to as-
similate immigrants via inclusionary naturalization policies; job creation, training, and place-
ment; and language and citizenship education will minimize nativist violence. It may
ultimately reduce the electoral appeal of political demagogues who intensify mass fears and
hatreds to achieve power.

Finally, I doubt that European democracies and Japan, as they experience increased im-
migration, must necessarily produce an alienated underclass, the target of a middle-mass re-
volt, American style. Only if they abandon the public policies that encouraged labor peace
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and kept their poverty rates low—family policies, an active labor-market policy, an accom-
modative framework for industrial relations, a universalistic welfare state—will they drift
into the Anglo-American pattern. Some may choose that road; but the choice is there.

There is no tidal wave of immigrants to the affluent democracies. In relation to world
population international migration is a rare event. In general, the negative economic effects
of increased migration are exaggerated and the political effects can be contained.

As they argue that globalization undermines national institutions and policies, many
scholars go beyond international capital flows and migration to two other supposedly erod-
ing forces: the growth of multinational corporations and the increasing autonomy of cen-
tral banks. The next two sections discuss these trends.

The Role of Multinational Corporations

There is no doubt that multinational corporations (MNCs), using economies of scale and
scope, have dispersed all their activities across the globe, accelerating the flow of goods, ser-
vices, investment, technology, and people. They are increasingly important in employment,
sales, and investment, especially in the already rich countries.20 It is not obvious, however,
that the MNCs have negative effects on unions, industrial relations, earnings, income dis-
tribution, economic performance, and political legitimacy of nations, or that they subvert
national cultures, social structures, or politics—the subject of this book. In fact, some re-
cent research suggests that the MNCs typically adapt to national patterns; they are not ag-
gressive change agents. The evidence comes from studies of the behavior of foreign firms
in the U.S. and Europe, especially Germany, and from analysis of the growing importance
of various forms of interfirm networking, overwhelmingly driven by large multinational
firms.

As Abowd and Freeman show (1991b, pp. 2, 22 – 23), foreign-owned firms in the U.S.
employ only 3% of American workers. The bulk of direct foreign enterprises in the U.S.
are European; they use more highly educated labor, more �&D personnel, and, compared
to domestic producers, are more concentrated in traded goods sectors (exports) (ibid.). De-
spite popular complaints about their subversive effect on labor standards, the wages of pro-
duction workers in fact are higher in foreign-owned firms and the rate of unionization is
the same as those in domestic-owned companies.

That the MNCs adapt to local and national laws and customs rather than changing them
is shown by a detailed study of 34 Japanese production systems in the U.S. and Canada
1989 – 94, which also compared eight U.S.-owned and Korean-owned plants in the U.S.
and seven Japanese-owned plants in Mexico. Plants from four industries were included:
auto assembly, auto parts, consumer electronics, and semiconductors. The case studies were
supplemented by a questionnaire sent to 450 manufacturing companies fully or partly
owned by Japanese in North America (with a response rate of only one in five) (Abo,
1994). The conclusion: Japanese transplants did not significantly change the industrial land-
scape of the countries in which they operate. In the U.S., for example, they either adapted
to existing practices (unions, wage structures) or they brought in from Japan those people
and machines essential to production that they could not find in the U.S. (trainers, man-
agers, equipment, high-quality suppliers). Japanese firms adopted the American wage sys-
tem with its big differentials; they embraced American job classification schemes and pro-
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motion criteria (compensation based on job grades rather than seniority and merit and very
little mobility between blue-collar and white-collar jobs). If unions already existed (about
one in five cases), they included unions; where workers were not organized, they followed
American managerial practices (no union) (ibid., chap. 4). If the industry practice was easy
firing and hiring, as with the least-skilled workers in electronics, Japanese transplants con-
formed; if the industry required high skill, they kept to the Japanese practice of low
turnover. They did emphasize training and teamwork more than their American counter-
parts: two-thirds sent Japanese trainers to the U.S. for training sessions followed by on-the-
job training; most sent either engineers or workers or both to Japan for study. And where
they felt American parts suppliers and equipment were inferior they either procured them
from Japanese parts plants (highly sophisticated parts) or Japanese plants in Southeast Asia
or Mexico (less-sophisticated parts), or they established local suppliers in the U.S. to avoid
friction with local managers (ibid., chap. 3, pp. 78 – 79; and Encarnation, 1993, p. 21). Sim-
ilar conclusions were reached in an intensive study of 8 of the 11 Japanese auto assembly
transplants in the United States (Pil and MacDuffie, 1996) and a broader survey of indus-
trial relations in foreign-owned subsidiaries in Europe (Schulten, 1996, pp. 306 – 307).

There is nothing here to support the idea that the transplants are subverting labor stan-
dards or collective bargaining. Indeed the net effect may be a slight upgrading of training
and labor-management relations. What the Japanese leave at home is their more-organized
enterprise unions, their flat hierarchies, and their more egalitarian wage and income distri-
bution. They are not bringing Japan to the U.S.

The necessary adaptation of MNCs to national customs and laws is also evident in Ger-
many. Foreign firms get the German benefits of long-term financing, technology, informa-
tion sharing, and the apprenticeship system only if they adopt German employment prac-
tices—pay high wages to highly skilled workers, observe rules on job security, safety, and
worker participation (cf. Harrison, 1994, pp. 213 – 214, 165; and Lincoln, Kerbo, and Wit-
tenhagan, 1995, pp. 433ff.).21 Perhaps this explains why when Germans buy an Opel (made
by GM in German plants) they do not think of it as an “American” car.

The same picture emerges if we examine U.S. foreign investments by industry and world
region. The complaint that U.S. MNCs are merely escaping high union wages and benefits
in the U.S. by moving to places with very low labor costs—America’s average compensa-
tion for production workers is five times higher than Taiwan’s, nine times higher than
Brazil’s—has no empirical foundation. A study of 32 manufacturing industries in 10 geo-
graphical regions found that U.S. foreign investments were “no more likely to originate in
heavily unionized industries than in lightly unionized ones,” a finding that holds even in
developing countries where corporate flight from union strongholds should be most ap-
parent (Karier, 1995, p. 117). This study confirms what many others have concluded:
American MNCs, like the foreign transplants in the U.S., are involved in foreign produc-
tion mainly to avoid trade barriers, to use their concentrated capital in areas with educated
workers and �&D advantages, and to seek new lucrative markets close to home. The search
for low wages or nonunion localities, if not completely absent, is low on their list. (Cf.
Woodward and Glickman, 1991; Wasylenko and McGuire, 1985; Davidson, 1980; Ajami
and �icks, 1981; Dunning, 1977, 1988; Cooke and Noble, 1998.)22

�einforcing and reflecting the MNCs’ bias toward national cultures and policies were
two trends in the concentration of corporate investment from 1970 to 1992. First, capital
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flows become increasingly concentrated on the richest parts of the world; direct foreign in-
vestment in developing countries was only about 25% in the 1970s; it is now below 20%.
Modern countries are less risky than the rest.23 Second, the MNCs, except for oil compa-
nies and similar natural resource firms, are not typically global, they are regional: European
firms invest mainly inside Western Europe; American firms in the U.S., Canada, Mexico,
and South America; Japanese firms principally in Japan, South Korea, greater China, and
Southeast Asia. In short, MNCs take the line of least resistance, moving along geographi-
cal and cultural lines—areas close to customers, where recruiting and managing is easiest,
and where familiarity with national customs is greatest (The Economist, “A Survey of Multi-
nationals,” March 27, 1993, p. 12; Davidson, 1980; Hirst and Thompson, 1996, pp. 58ff.).

It is possible that one characteristic of big MNCs—their effort to orchestrate various
forms of interfirm networking or partnering—will increase the death rate of small to
medium-sized firms dependent on them and thereby increase job insecurity and earnings
inequality. Bennett Harrison (1994) argues that the suppliers and decentralized producers
who face powerful MNCs that centralize finance, control, and distribution will promote the
growth of a contingent workforce. All networked firms rely on a core labor force of high-
paid, highly trained, secure workers in whom the firm heavily invests and a large number of
contingent workers employed by small subcontractors as needed and replaced at will. Out-
sourcing and downsizing are the watchwords. “Lean and mean” is the slogan. The core re-
mains small, the periphery grows, subcontracting spreads. The subcontractors are played
against one another by the MNC. This “dark side” of “alliance capitalism,” Harrison argues,
means wage stagnation and rising earnings inequality—most obvious in microelectronics and
computers, but spreading to other industries where MNCs are prominent.

I am not convinced that these trends originated with MNCs or that the MNCs greatly
accelerate them; they have been long evident in the USA and UK. First, the contingent
labor force of temporary and part-time workers is more prominent among non-MNCs in
domestic sectors—the service industries such as retail trade, hotels and restaurants, and the
building trades—than in the export sectors. Second, subcontracting and downsizing have a
long history, preceding the rise of MNCs as in the old days of the “putting out” system—
sweatshops in the needle trades turning out clothing and textiles—a system still alive in
American central cities. Third, Japan and Germany have had such networks for many de-
cades without much increase in earnings inequality or job instability. Japan, in particular,
has had a dual labor force of core workers (about one-fourth to one-third of the economy)
and layers of dependent firms that do not provide its famed lifetime employment. As we
have seen, much depends on the countervailing power and policies of governments, par-
ties, and unions as they shape managerial behavior.

Observers of transnational corporations contend that even though on average they adapt
to national laws and customs, their immense resources and strategic alliances permit them
to shift operations across national boundaries in a continual search for new markets and
friendly environments. The global network model is therefore a threat to corporatist bar-
gaining and more generally to the national institutions through which labor has demanded
job security, good earnings, and participation in both business and government policies.
Consistent with this idea is the fact that some MNCs in recent years have relocated pro-
duction at the site of the most “flexible” labor and the union response—international labor
collaboration—has been weak. For instance, Hoover, the vacuum cleaner company owned
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by Maytag, eliminated 600 jobs in Dijon while adding 400 at its plant near Glasgow, partly
because the engineering union in Scotland offered it more concessions than the French
unions would give (Turner, 1993b, pp. 7 – 8). Such whipsawing provides a strong incentive
to unions to collaborate across national boundaries. But strong incentives are not enough,
and the prospects for Europeanwide collective bargaining, like the promise of an effective
European social charter, are to say the least, uncertain.

Embryonic structures for Europeanwide collective bargaining already exist—the Euro-
pean Trade Union Confederation (ETUC) with its staff of 45, many sectoral European in-
dustry committees, a few European works councils at large MNCs, and many informal net-
works of union leaders, as well as their employer counterparts, the European Confederation
of Employer Associations for private industry (UNICE) and the parallel confederation of
employers in the public sector (CEEP) (Turner, 1993b, 1996). Of course, several of the
member confederations (including the German DGB and the British TUC) do not them-
selves possess bargaining power; they have no mandate to negotiate substantive agreements
on most issues. And the employer federations are in Brussels to prevent the passage of any
binding laws or directives that would restrict employer discretion. Further, the variations in
structure, interest, and ideology among these national labor movements and employer as-
sociations are substantial (Streeck, 1991a; Timmersfeld, 1992; Lange, 1992; Turner, 1993a,
1993b; Martin and �oss, 2000). These are powerful barriers to cross-national collective bar-
gaining. Exacerbating the situation is the extraordinary cost of German reunification: in-
flationary pressures meant high interest rates (at least in the early years) and unemployment
while German union leaders, who are at the center of ETUC and other cross-national
networks, are preoccupied with the incorporation of East German workers—diverted from
the tasks of European integration.

For all these reasons the protracted union campaign for EC-wide collective bargaining
and worker participation rights has been largely unsuccessful. The exceptions—glimmers
of possible progress—are instructive in assessing the role of MNCs. So far, union progress
has been confined to a few French- and German-based multinational corporations. They
have agreed to a limited arrangement for cross-national consultation and information shar-
ing, not negotiation (Turner, 1993a, pp. 61 – 63; 1996), but it is a union foot in the door.
Another foot in the door is the coordinating role of the European Federation of Building
and Woodworkers (EFBWW), closest to becoming a Europeanwide labor union. It has a
long history of “sectoral social dialogue” with its employer counterparts, for example, the
European Construction Industry Confederation. It has achieved agreements on health and
safety and training and, while it has little hope of establishing international contracts set-
ting wages and labor standards, it is becoming increasingly important as a means by which
unions can coordinate disparate strategies in relation to MNCs.24 In other words, if there
is any relaxation of employer resistance to multinational works councils and community-
wide collective bargaining, it is found among MNCs in particular industry sectors (e.g.,
VW in auto, EFBWW in construction), not in the European Community (cf. Schulten,
1996). This is not a case for arguing the negative impact of MNCs on labor.

The picture is one of strong union motives for cross-national collaboration meeting
equally strong institutional barriers. The outcome is unclear. With the shift from unanim-
ity voting to qualified (weighted) majority voting, the European Community in 1994
adopted a new directive on European works councils mainly devoted to information shar-
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ing, so long vetoed by the British and opposed by employers. The EU mandate applies to
all firms with 1,000 or more employees doing business in two or more countries (about
1,200 – 1,300 companies). This may be a precursor for more significant rights of consulta-
tion and power sharing. The most likely progress in multinational bargaining, however, is
likely to be made at the MNC level. This is where some works councils were earlier es-
tablished by the European Metalworkers Federation using funds provided by the European
Commission (Turner, 1993b, p. 27) and where most of the cross-national labor-leader con-
tacts and activist networks are growing (Martin and �oss, 2000).

In sum: The argument that multinational corporations undermine labor standards and
collective bargaining finds no support when we compare nationals with multinationals and
trace recent trends in the MNCs’ investment targets, ready adaptation to national laws 
and practices, and policies on wages, union recognition, and consultation.

The Globalization of Finance:
Are Strong Central Banks a Drag?

If the emergence of MNCs, the flow of migrants across national boundaries, and even the
international flow of capital are only a moderate influence on consensual bargaining, do-
mestic politics, and public policies, perhaps another global trend will be a stronger threat—
the spread of independent central banks and the increase in their autonomy and power. �e-
cent cross-national research on financial markets and central banks suggests that, although
there is still much variation among nations, there is a general trend toward the increased
power of central banks.

As Sylvia Maxfield (1997) and Alesina and Summers (1993, p. 153) show, central banks
with strong formal-legal and informal independence, Bundesbank style, are spreading among
both developed and developing countries. Where once the German Bundesbank and the
American Federal �eserve Bank were the standard cases of powerful central banks, in the
five years from 1989 to 1993 at least 27 countries, most of them in Europe and Latin Amer-
ica, created or increased the independence of central banks (including Japan, New Zealand,
Italy, France, and Belgium) (Maxfield, 1997, table 4.1). And the Maastricht Treaty stipulated
that by 1997 the central banks of all participating member states must be independent.

If we can locate the sources of the national differences in the independence of central
banks, we can better understand the recent general trend toward increased autonomy. From
recent research we can infer that four structural differences among developed or develop-
ing nations explain national differences: (1) the size and internationalization of credit mar-
kets; (2) the relation of industry to government, especially the degree to which industry re-
lies on government for credit; (3) the presence or absence of a corporatist bargaining
structure that permits either labor and the left or industry or both to shape economic pol-
icy; and (4) the role of key currencies when countries increase their trade dependence. Let
us first briefly examine each of these interacting forces. Then we can look at the rank order
of our rich democracies in central bank autonomy, assess whether central bankers know
what they are doing, and gauge the economic and political consequences if their power
continues to increase.

Strong, autonomous central banks emerge where the size and internationalization of
financial markets (especially robust bond markets), and the perception of the need for cap-
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ital these markets create, induce politicians to cede authority to central banks (Maxfield,
1997, pp. 4, 35 – 49; Cukierman, 1992, pp. 449 – 450). Financial communities want price
stability, stable currencies, guaranteed bank transactions, and restriction of “excess” compe-
tition among private banks. If they get into trouble, bankers and investors want central
banks that will bail them out as in the October crash of 1987 when Federal �eserve
Chairman Greenspan ran the Fed’s printing press overtime or when his predecessor, Paul
Volker, earlier bailed out Continental Illinois. Almost all the time, however, the financial
community believes that restrictive monetary policies serve their interests (Maxfield, 1997,
p. 22) and that central banks independent of elected officials can administer the necessary
strong medicine, that is, vigorous anti-inflation measures. Among developing countries,
where hyperinflation has often emerged, the same beliefs, institutionalized in such creditor
agencies as the IMF, the World Bank, and money-center banks, have even more force. The
fear of creating an excuse for foreign intervention or the need to establish or reestablish in-
ternational creditworthiness inspires government reform of public finance and a move to-
ward strong central banking (Mexico and Thailand in the late 19th century and early
20th). More recently, the growth of international financial markets, and the incentives for
cross-national capital mobility it creates, has again forced the leaders of NICs to cede more
authority to central banks because they think such a move helps to attract or reassure cred-
itors and investors (Maxfield, 1997, chap. 3). In the rare case where a developed country
experiences hyperinflation and successfully stabilizes its currency (Israel in the late 1970s,
Germany after the 1920s), it too, will cede more authority to its central bank. Cukierman
(1992, p. 455) suggests that the crisis of hyperinflation makes competing interest groups
aware of their shared interest in preventing chaos.

If, in contrast, financial markets and private banks are weak and industrialists must rely
on government credit, industry and government alike will have a stake in the subordina-
tion of central banks to government mandates. If in addition industry and government have
achieved a corporatist compromise—without labor ( Japan, France) or a collaboration with
labor (Austria, Sweden, Norway, Belgium)—the countervailing power to the financial com-
munity will be enhanced. Finally, state-led industrialization as it interacts with trade de-
pendence limits the power of central banks. If initially a government, motivated by its own
financial needs, collaborates with credit-hungry exporters and industrialists to set up a cen-
tral bank, that bank will be weak (e.g., South Korea and Brazil) and may remain so for gen-
erations. The enthusiasm for tight monetary policies will be minimal (Maxfield 1997).

�einforcing this tendency is export dependence in the early stages of industrialization.
Where a large portion of state revenue comes from international trade, fluctuations in ex-
port earnings will provide an incentive for the state to create suppliant central banking in-
stitutions that finance industrial and growth policies of government. Cases that fit include
Japan and Korea in recent decades and New Zealand, Belgium, the Netherlands, and Den-
mark in an earlier period, 1880 – 1934. (On trade dependence see table 2.1.) Again a more
accommodative, flexible monetary policy is likely to be institutionalized and to persist.
Some of these banks virtually print money on government demand. In contrast are Ger-
many and the United States: after World War II they have both been below average in
trade dependence and remain at the top in bank autonomy and monetary conservatism.

In sum: Where industry relies on government for credit and stock and bond markets
are small, where labor or industry or both act as countervailing powers in the context of
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 . Measures of central bank autonomy before 1990

**Corporatist. Germany a marginal case.
*Corporatist-without-labor. Switzerland marginal.
aAverage score for legal autonomy using comparable metrics from Bade and Parkin (1987)

as extended by Alesina (1988) and the sum of political and economic independence com-
puted by Grilli, Maciandaro, and Tabellini (1991). Austria is ranked medium by Burdekin
and Willet (1991). See text and appendix H, which compares these scores with Cukierman’s
(1992) survey data for validation.

bIndex developed by Bade and Parkin (1987) and extended by Alesina (1988).
cSource: Maxfield (1997).
dA score translating Cukierman’s formal-legal score (1992, p. 382, table 19.4) into an

equivalent metric for column 1.
eMy judgment of the autonomy of the Bank of Japan in relation to major ministries and

the government. Bade and Parkin rank it high, Grilli et al. rank it medium, and Epstein and
Shor (1986) rank it low.
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increasing trade dependence, central banks remain weak; their autonomy is limited. Where
credit markets are large and internationalized and key currencies (the U.S. dollar, the Japa-
nese yen, the German mark) dominate, and where the countervailing power of industry
and labor is weak or absent, central banks acquire increasing power.

Data tend to support both this picture of national differences and the idea that some
convergence is taking place. Although it is very difficult to measure the autonomy of cen-
tral banks cross-nationally, several students of the political economy of banking have pro-
duced estimates of reasonable quality. Their rankings of our rich democracies tend to agree.
Table 17.4 summarizes their findings and appendix H discusses the measures.

At first glance, there is no clear pattern of relationship between type of political econ-
omy and central bank autonomy for the postwar period 1955 – 88. The least-corporatist
countries appear at every level of central bank autonomy (U.S., high; UK and Canada,
medium; New Zealand and Australia, low) as do the more-negotiated economies (Ger-
many and Switzerland, high; Italy, France, and Japan, low). However, there is a tendency
for corporatist countries that also have strong left parties to cluster in the medium auton-
omy category (Austria, the Netherlands, Denmark, Sweden, Norway, Belgium). That may
reflect the countervailing power of labor movements and left parties that participate in high
policy. In these countries tight money that restricts growth and employment are not pop-
ular. The idea that all groups gain from growth and job expansion takes hold; central banks
are constrained.

In the cases of France (medium central bank autonomy) and Japan (weak autonomy)
the constraints on bank autonomy come not from labor and left power but from central-
ized governments and key ministries. Japanese elites—at least during their period of great-
est economic success (up until 1992)—have clearly been less enthralled by an ideology of
monetarism, less obsessed with the dangers of even moderate inflation than has the Federal
�eserve Board in the U.S. The tight connections between industry and government and
industry and finance are celebrated in every description of Japanese economic prowess (see
e.g., chaps. 1, 2, and 12; Johnson, 1982; Dore, 1986; Zysman, 1983). The recent increase in
the independence of the Bank of Japan is quite modest and entirely informal (Maxfield,
1997, p. 20; Deane and Pringle, 1994, p. 259). Japanese industrialists, like MITI and the Fi-
nance Ministry, are seldom interested in a contractionary economy; they like a monetary
policy that accommodates the expansion of markets, prices, profits, and credit.25 Thus,
when industry-finance relations are cooperative and close, industry can counteract the cen-
tral bankers’ phobia about inflation. At the extreme, bankers and industrialists see them-
selves as part of the same industrial group; credit relations focus on bank financing of in-
dustry. Epstein (1992, p. 14) notes, as one indicator of this relationship, that in 1970 – 84
Japan, like France, Germany, and Italy, had a large share of nonfinancial assets held by banks,
a pattern he calls “enterprise finance,” while the UK, USA, and Canada did not, a pattern
of “speculative finance.” (Because of Japan’s policy errors in the 1990s, however, it traded
places with the U.S. in economic performance. See chap. 12.)

In contrast, where financial systems have large stock and bond markets dominated by
large private banks and other large investors oriented toward global exchange, industry and
finance, as Thorstein Veblen (1921) foresaw, are in conflict over monetary policy. For in-
stance, in September 1994, after the U.S. Fed had raised interest rates five times, the Na-
tional Association of Manufacturers reported that its members were deeply anxious and
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suggested that the Fed constrain its enthusiasm and stop killing the recovery. Credit rela-
tions in these systems tend to be more speculative, unstable, and short-term.

There remain the anomalies of Germany and Switzerland, the two highest scorers on
bank autonomy. Although I have scored them as only marginally corporatist (see chap. 2),
it is clear that both countries evidence substantial institutional offsets to the ideology and
power of their independent central banks. In Germany the major counter influence is left
and labor strength; in Switzerland it is more the tight connection between industry and
finance than it is labor-left politics. The Swiss central bank, which began operations in
1907, by a 1978 revised law aims at “a balanced positive growth, especially . . . protection
against and prevention of unemployment and inflation”(Schweizerische Nationalbank,
1993, pp. 26 – 27). Although it is more autonomous than the Bank of Japan, it fits the
Japanese pattern of enterprise finance. Swiss bankers not only work closely together in and
around the central bank but they also work in intimate association with industrialists and
entrepreneurs. In his analysis of the Swiss international multifunction bank W. Blackman
(1989, pp. 241ff.) notes that Swiss bankers early on adopted the slogan “It was not indus-
try which was short of capital but capital which was short of industry.” Bankers often serve
as board members of the corporations in which they invest; their interest in industrial
growth balances their interest in fighting inflation. In Germany, too, banks and industry
have long had a close relationship, although this has diminished since Shonfield’s (1965) ac-
count of that interplay (Soskice and Schettkat, 1993, pp. 106 – 108).

The German labor movement remains a major countervailing force to the Bundesbank.
Although the German labor federation, the DGB (Deutscher Gewerkschaftsbund), has lit-
tle control over the 17 unions in the system, there is, as we have seen in chapter 2, much
coordination of union policies because of the dominance of IG Metall and quite strong
employer associations. As Carlin and Soskice (1990) have shown in a study of 17 of our
countries from 1965 to 1985, Germany therefore ranks above average in coordinated wage
bargaining despite its low degree of centralization. Thus the postwar record of low infla-
tion with only medium unemployment is a product not only of the Bundesbank’s auton-
omy but of a labor movement that has traded off wage restraint and industrial peace for
social benefits and worker participation (see the detailed analysis in chap. 12; and Soskice
and Schettkat, 1993). The consensual bargaining between labor, government, and indus-
try eases the Bundesbank’s task of controlling inflation without greatly reducing employ-
ment (chap. 12, pp. 451ff., 457–458; cf. Hall, 1994). Even the institutional transfer of
unions and collective bargaining from Western to Eastern Germany, while criticized for
initially raising wages above productivity increases, may in the long run help to control
wage-push inflation as the Eastern economy recovers (Soskice and Schettkat, 1993, pp.
121 – 122).

Adding to Bundesbank accountability and moderation is the presence of six prominent,
independent economic research institutes whose concerns transcend inflation and whose
orientations differ.26 They present their economic forecasts every spring and fall. The in-
stitute in Berlin is viewed as more “left” than the others, but together they constitute an-
other countervailing source of data and interpretation. Even so, the power of the Bundes-
bank occasionally overwhelms the opposing interests. For instance when the huge costs of
reunification mounted after 1989, and especially in 1992, the Bundesbank insisted on main-
taining high interest rates, refusing to accommodate the demands of either the German
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government or its opposition and driving unemployment up to 8.2% in 1993 (9.7% by the
first quarter of 1994), forcing its European neighbors into devaluation and/or recession.27

Beyond these national differences is a second message from table 17.4 (column 3): rich
democracies are converging toward more central bank independence, often because of
what they think is the success of the Bundesbank and always because of the weight of the
German economy in determining exchange rates. From 1990 to 1993 at least six of the
countries ranked low or medium in central bank autonomy have increased the indepen-
dence of their central banks. And in Britain, already medium in bank autonomy, the vic-
torious Labour government of May 1997 in a surprise first step gave the Bank of England
“operational independence”—the right to set interest rates, formerly in the hands of the
Treasury.

It is a shift in power to increasingly insulated bankers and economists, technocrats hos-
tile to the welfare state and the taxes to finance it, enthralled by an ideology of monetarism,
obsessed with the dangers of even moderate inflation, ignoring cross-national evidence that
there is no link between such inflation and economic growth. They are champions of bond
traders. In essence, a small elite of central bankers acts as agents for big international in-
vestors in bonds with, at best, only incidental concern with unemployment or even steady
growth.

The evidence that they know what they are doing is, to say the least, slim. A major
study of the effects of the monetary policy of the Federal �eserve Board (F�B)  on eco-
nomic performance in the postwar period (�omer and �omer, 1989) shows that in the
six episodes when the F�B attempted to contract the economy to fight what it said was
“excessive” inflation (October 1947, September 1955, December 1968, April 1974, Au-
gust 1978, and October 1979) it precipitated and then prolonged and deepened recessions
(beyond what would have occurred for other reasons), although it also prolonged recov-
eries. Updating that study to 1950 – 90 and concentrating on the effects of the Fed on the
pace of recovery (from the depths they often caused), the �omers conclude that Fed pol-
icy “has made recessions more severe, and recoveries more rapid, than they otherwise
would have been” (�omer and �omer, 1994, p. 51). For instance, without Fed action, the
1953, 1960, and 1969 recessions would not have occurred at all and the output declines
in the 1973 and 1981 recessions would have been half as deep as they were. Monetary
policy “helped to both start and stop postwar recessions” (ibid., p. 52). In other words the
Fed’s penchant for tight money when growth rears its ugly head triggers and deepens re-
cessions but when the governors decide to loosen up, their reductions in interest rates are
crucial to recovery. The �omers also find that Fed policy, whether contractionary or ex-
pansionary, has long-lasting effects. Fiscal policies—both automatic changes in taxes and
spending and discretionary changes—also aid recovery, but their effects are not as strong
as the effects of monetary policy.28

What we can infer from this careful study, which adds the Federal �eserve Board’s con-
temporaneous records to its quantitative narrative, is that the U.S. central bank in its zeal to
fight inflation and its limited concern for unemployment, has destabilized the American
economy, creating more and bigger booms and busts. Because their mission in the words
of the Federal �eserve �eform Act of 1977 is “to promote the goals of maximum em-
ployment, stable prices, and moderate long-term interest rates,” and because Fed chairmen
often announce that they aim at “stable prices and sustainable growth,” we can conclude
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either that they lack the knowledge to carry out their mission or, as the �omers’ seem to
imply, they deliberately create recessions to avoid inflation, whatever the social costs. I pre-
fer the hypothesis that they are guided by a combination of ignorance and ideology. For
many years the Fed believed that manipulation of their measures of the money supply (M1,
M2, M3) would bring low (or even zero) inflation with steady growth; then in the early
1990s, as evidence mounted that these were poor measures and/or that the underlying the-
ory was weak, they shifted their attention to commodity prices as harbingers of inflation
and justified their preemptive strikes (interest rate hikes, tighter money) on those grounds
(Greenspan in testimony and answers to questions before congressional committees in July
1994). To many observers and investors, the game was not to assess the real economy but
to assess what the prevailing ideology of the Fed would make them do and when, an even
more difficult task. Don’t worry about your country’s economy; worry about what the Fed
thinks about the economy. So investors dump bonds and buy commodities in anticipation
of hard-line preemptive action by the Fed. Then the Fed interprets the bond traders’ fear
of the Fed as a sign of an inflation threat. It is a model of the self-fulfilling prophecy.29

My skeptical observations about the limits of Federal �eserve Board knowledge are re-
inforced by cross-national research on the relationship between central bank autonomy
(CBA) and economic growth, unemployment, and inflation. �egarding growth, where re-
searchers have controlled for initial GDP they find that CBA has a positive effect on growth
in the NICs (newly industrializing countries) but no effect in the rich countries I am dis-
cussing (e.g., Alesina and Summers, 1993, p. 151; Cukierman et al., 1993, pp. 110 – 112,
136; and Grilli, Masciandaro, and Tabellini, 1991).

Using the economic performance index of chapter 12 (equally weighting low inflation,
good growth, and low unemployment) for four postwar periods and averaging those scores
for four degrees of central bank autonomy (CBA high, medium-high, medium, and low)
among the 18 rich democracies in table 17.5, we can see that central bank autonomy is
unrelated to economic performance.

In 1965 – 74 the three countries with the strongest CBA tied the three countries with
the weakest CBA, and the best performers were those with only moderate bank autonomy.
In all periods after the first oil shock, the top economic performers were countries with
the strongest banks (Germany and Switzerland taking the lead), but the worst economic
performers were the countries with medium-high CBA (Canada, Netherlands, and Den-
mark) while the close second in performance 1974 – 79 was the medium CBA and the
close second in 1980 – 84 was the low CBA. (For details on economic performance see
chap. 12 and appendix G.)

Decomposing the economic performance index and correlating each of its three com-
ponents with central bank autonomy among the same 18 rich democracies, again we find
only weak relationships. What other researchers who include less-than-rich countries in
their studies conclude—CBA dampens inflation—is evident for our countries, too. But the
correlations are strong only for 1974 – 79 (r � �.60). For other periods CBA has only a
marginal or moderate negative correlation with inflation: r � �.42 (n.s.) for 1965 – 74;
�.40 (p � .10) for 1980 – 84; �.47 (p � .05) for 1985 – 89. More important, if we ex-
clude Japan as an outlier (low bank autonomy, very high growth), CBA has a negative or
no effect on real GDP growth per capita (�.11, �.09, �.42, and �.29) and no effect on
unemployment. Of course, these averages obscure the more interesting results at the ex-
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tremes and the much more important institutional sources of economic performance dis-
cussed above and in chapter 12. The averages for growth and unemployment also obscure
the destabilizing effects of some powerful central banks as they initiate and exacerbate
slumps and accelerate recoveries (net average effect may be zero). If the more independent
central bankers knew what they were doing, we would surely get stronger results on in-
flation and some positive results on growth.30

That several of the countries whose central banks had limited autonomy before 1990
( Japan, Austria, Norway, or Belgium 1965 – 74, 1985 – 89) outperformed countries with
more independent central banks (Canada, the Netherlands, Denmark, or the U.S. before
1980) should give pause to those who have adopted the “Bundesbank model” for the Eu-
ropean Central Bank without the German labor, management, state, political, education and
training, and other institutions that make it work. Unfortunately, the European Union has
neither the offsetting institutions to constrain such a bank’s behavior nor the European-
wide welfare state and job creation antidotes to its strong deflationary medicine.

I do not deny the need for a relatively stable currency, the avoidance of huge price fluc-
tuations, and a “lender of last resort” to supply emergency cash reserves to faltering banks
and to avoid financial panics.31 The trouble comes with the radical shift in power away
from elected politicians to a group of bankers and economists with a highly specialized ide-
ology who are only remotely accountable. The ideology in most cases goes beyond mon-
etarism to �eaganomics: deregulate, reduce taxes (especially on upper-income groups and
corporations), cut social spending—these are the cure-alls typically advocated by authori-
tative central bankers. Like the doctors of the 18th century who bled their patients to cure
them, many central bankers also regard recessions as a necessary purge to restore labor dis-
cipline as well as confidence in the currency. (Michael Kreile, 1978, p. 209 cites former
Bundesbank President Emminger to this effect.) And if the political class does not shape
up, these ideologues, given enough autonomy, can administer shocks that will threaten
politicians’ survival. As I have shown in this book, this ideology is contradicted by empir-
ical evidence on variation in the economic performance of rich democracies from 1950 to
1992. Sheer level of taxes and social spending has no consistent effect on economic per-

 . Central bank autonomy (CBA) and economic performance by
periods, 1965 – 89

aSee footnotes to table 17.4.
bSee chapter 12 and appendix G on index of economic performance which

equally weights unemployment, real GDP growth per capita, and inflation. The range
is 0 (poor) to 6 (excellent).
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formance; before 1974 the impact of aggregate social spending was actually positive as a
trade-off for labor peace and tax concessions to industry; it fades after 1973 and is neutral
after 1979 (pp. 451, 458ff.). Indeed some components of the welfare state continue to be
productivity-enhancing—for example, health-care access, occupational health and safety, ac-
tive labor-market policy (chaps. 2, 12, 15, 16, and 18). Tax structures have a modest effect:
consumption taxes, because they are negatively related to strikes and positively related to
capital formation, foster economic growth; social-security payroll taxes (used to finance
health care, pensions, etc.) actually restrain inflation in normal times; they rarely lower
growth (only in the brief period of multiple shocks, 1980 – 84). Property taxes, however,
may be a drag on the economy (chap. 12, pp. 485–488). Intrusive regulations in a context
of combat between labor, management, and the government are indeed a drag on the econ-
omy. But it is the least-corporatist countries with the most free-enterprise ideology that
evidence ineffective intrusive regulatory styles (as in the controls over medical profession-
als introduced by President �eagan and Prime Minister Thatcher); corporatist democra-
cies, in contrast, arrive at consensual rules that can be better implemented (chaps. 12,
pp. 453– 454, and 15).

There are already enough elected politicians who ignore such evidence and pin eco-
nomic troubles on the welfare state, high taxes, and government regulations. Why enhance
the power of ideologues in central banks who share their views and cannot be removed
when the limits of their revelations become apparent?

Even if the effects of central bank independence and ideology on employment and
growth were not on balance negative, their effects on political legitimacy would be worri-
some. The extreme case of New Zealand may be a sign of things to come; it recently con-
cocted a brew of radical and sudden shifts in fiscal, monetary, and social policies and si-
multaneously created the most powerful independent central bank in the world. A blend
of full-blooded monetarism and �eaganomics from 1984 to 1993 resulted in high unem-
ployment, reaching 11% by 1991 and remaining at about 10% in 1992 – 93, anemic growth
(real GDP growth per capita averaged 0.5% from 1985 to 1992), with inflation increasing
to 18% by 1986 but trending toward zero when the central bank got going. Within 10
years this combination of sectarian economics, indiscriminate deregulation, means testing,
cuts in social spending, shifts in tax burdens to the middle and bottom, and union bashing
brought about the near-collapse of the major political parties, the emergence of several rad-
ical parties of the right and left, a drastic decline in public confidence in all institutions, and
a massive popular revolt. It culminated in a referendum marking the first and only postwar
shift among rich democracies away from a simple plurality electoral system to a mixed-
member proportional representation system. Ironically that seems to have revived the very
center-left coalition that the right-wing sectarians wiped out. The full story of New
Zealand’s neoliberal experiment appears in chapter 11 on party decline.

In short, strong central bank independence without the corporatist institutions of Ger-
many and Switzerland can destabilize both the economy and the political system and in-
crease the potential for polarized politics.

Large national differences in bargaining structures and public policies described in this
book remain; they are associated with differences in central bank autonomy and behavior.
That is the main story.Yet increasing trade dependence, while it so far has little effect on
national institutions, policies, and politics, when it is combined with the growth of inter-
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national financial markets may foster some convergence in monetary policies. Insofar as
center-left political pressure and labor movements in Japan, Germany, and the U.S. decline,
insofar as the relations between industry and finance weaken, the central banks in these
three countries will become still more independent. As trade dependence increases among
all our rich democracies, these banks—whose comparative advantage will increasingly rest
on maintaining a stable value for their key currencies—will become more preoccupied with
fighting domestic inflation and less concerned with either domestic or world economic
growth and oblivious to unemployment. The rest of the democracies—increasingly de-
pendent on trade and international financial markets with their central banks forced to fol-
low the lead of the big three—will be constrained in their economic policies. The option
of moderate global reflation and growth to resolve the conflict between central bank re-
strictive monetary policies and proemployment, progrowth fiscal policies will be foreclosed.
The flexibility and benign effects of taxing and spending would be reduced. �emember
that Bretton Woods, aiming to support expansionary national macroeconomic policies, ex-
plicitly limited the role of central banks. The reverse may now be occurring—a conver-
gence in the independence of central banks with a bias toward restrictive monetary poli-
cies. Speculative international financial markets dominated by ideologically driven private
bankers oriented toward like-minded central bankers could threaten the state-labor-
industry collaboration that has been so productive since World War II. In other words, if
there is any one force that can in the long run undermine democratic corporatism, the
spread of autonomous central banks is it.

Summary and Interpretation

The nation-state may no longer be a viable unit of security; collective security and regional
alliances are necessary; the UN may occasionally contribute something. Modern economies
are no longer independent, if they ever were; economies are becoming more open. Prob-
lems of the environment, of human rights, and of terrorism transcend national boundaries
as do the solutions to such problems.Yet the nation-state remains the center of political ac-
tion, social solidarity, and personal identity. Indeed, in recent decades globalization has pro-
ceeded in tandem with the proliferation of nation-states. It is a paradox: the more global-
ization, the more national fragmentation.

This chapter has shown that neither the flow of capital and labor across national bound-
aries nor the increasing prominence of multinational corporations are major threats to the
social and labor-market policies of rich democracies. Because social spending has both pos-
itive and negative effects on productivity, and net effects since 1974 are nil, the welfare state
is not the culprit that explains the lagging economic performance of some nations. Because
national responses to similar external shocks are so varied, we must look to national insti-
tutions—to variations in political, economic, and social organization—for an explanation.

Are job protection and labor standards threatened by the international mobility of labor
and capital or by countries with very low labor costs? Again the answer depends on the
institutions and policies in place. Job security and low labor turnover combined with
worker participation in workplace and community greatly enhance enterprise productivity
and flexibility, as we have seen in our discussion of Germany and Japan and in chapter 12.
In contrast are countries and industries producing low value-added products whose work-
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ers are hired and fired frequently, have low job security, little union voice, declining real
wages, and increasing poverty rates (to these costs the U.S. adds the costs of litigation about
safety, labor standards, unfair labor practices, etc.). Such countries and industries are no
major threat to countries and industries with more collaborative industrial relations and
efficient employers. The threat of the great economic shifts of recent decades (see chap. 1)
is to the least-skilled, least-educated, least-trained workers, who in any case are a declining
breed, with or without globalization. And modern democracies that attend to education,
training, job creation, labor standards, and poverty prevention can reduce the pain of their
transition to other, often better jobs.

Migration from areas of economic despair and repression to areas of opportunity and
hope is as old as poverty and persecution. Current rates of immigration into rich democ-
racies have not even reached the level of a century ago. In recent decades industrial soci-
eties have been converging in the ratio of foreigners to natives and hence in their social di-
versity and in their conflict about immigration. What is most striking is a radical
disjunction between the economic and employment effects of immigrants, which on bal-
ance are positive, and the political effects, which on balance vary from mild animosity to
intense nativist voting and violence. Intensity of such protest varies with the number and
concentration of immigrants, the degree of mass insecurity, and the social distance between
immigrant groups and natives. Most important is the political structure that mobilizes or
dampens these common xenophobic sentiments. If political elites adopt liberal naturaliza-
tion policies, if they combine efforts at border control with programs for cultural and eco-
nomic integration, they can reduce the electoral appeal of anti-immigrant demagogues who
inflame mass fears and hatreds. Comparison of Sweden, Germany, and France affirms the
importance of such policies.

What about the impact of multinational corporations and “alliance capitalism”? Analy-
sis suggests that if a country or industry has high labor standards and accommodative labor
relations, the MNC adopts the high road; if a country or industry has low labor standards
and confrontational labor relations, the MNC tends toward the low road. Multinationals
are anything but aggressive change agents. �egarding their decisions to relocate plants from
rich democracies to the NICs or poor countries, such moves are infrequent, except for in-
dustries with low skill and low value-added products that are labor intensive. Studies of lo-
cation decisions of both MNCs and national corporations both within nations and among
nations generally show that they are determined less by labor costs than by infrastructure
(transportation, communication, housing, and other urban amenities), worker quality (in-
cluding education, training, and development of executives, technicians, and workers), ac-
cess to universities and research laboratories, and access to markets.32 That is why despite
their increasing interest in new markets in Asia and Latin America, the multinationals’ cap-
ital investments are still overwhelmingly targeted to rich, stable democracies. If labor costs
were at the center of corporate location decisions, the rich democracies would have emp-
tied out long ago. Finally, there is evidence that MNCs, compared to national domestic in-
dustries in local labor and product markets, pay better wages and benefits.

Perhaps one recent trend does undermine the capacity of modern democracies to shape
their economic destinies: the increasing independence of central banks, a clear threat to col-
laborative relations among labor, industry, and the state and to the flexible use of fiscal pol-
icy (taxes and spending). �einforcing this trend is not any unprecedented flow of capital
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and labor across national boundaries but the flow of peculiarly American economic doc-
trines across those boundaries. What is new is a breed of model-building economists, the-
orists of unmodified free markets, sectarian in style, less knowledgeable about political and
economic institutions than their predecessors. Some of them, marketing a blend of
�eaganomics and monetarist ideology, have penetrated finance ministries and financial
communities, on the way converting journalists who cover economic issues. This recent
tendency was apparent in the 1990s in New Zealand, France, and for a brief moment
(1989 – 94) even in Sweden.

Even here, however, even with the rise of central bank autonomy and the export of
American-trained doctrinaire economists, national differences in the strength of counter-
vailing powers are substantial: a Bundesbank in the German sociopolitical context is not
the same as a Federal �eserve Board in the American context, let alone a bank in a Japa-
nese or Swedish context.

The nation-state remains the ultimate object of allegiance; national institutions and pol-
icies continue to make a big difference for real welfare.

Notes

This is a greatly revised and extended version of a paper presented to the Conference on “Glob-
alization and Welfare Systems,” Torino, September 20 – 21, 1990, and published in Globalizzazione e
sistemi di welfare, M. Ferrara (a curadi), Torino, Italy, Edzioni della Fondazione G. Agnelli, 1993,
pp. 41 – 63. Short versions were presented at the International Sociological Association XIII World
Congress, Bielefeld, Germany, July 18 – 23, 1994, and the International Political Science Association
World Congress, Quèbec, Canada, August 6, 2000.

1. Spain achieved dominance in the 16th and 17th centuries by relending money gained from
silver taken out of Mexico and Peru; Holland’s strength in the 17th century rested on profits from
its colonial empire and from lending to Britain, Austria, and the Baltic countries. Pax Britannia in
the 19th century rested not only on the �oyal Navy but also on a flow of development capital to
other countries; from 1870 to World War I Britain’s net foreign investment averaged 5% of income.
Later Germany and France deployed large amounts of capital while during and after World War II,
the U.S. became a dominant lender through Lend-Lease, the Marshall Plan, the IMF, and the World
Bank. Japan’s net foreign investment in 1981 as a fraction of national income at 4%, had not yet
reached Britain’s 5% in its heyday. (Friedman, 1989, pp. 77 – 78, 81; and Edelstein 1982, chap. 2.)

2. There is a difference, however, in the national response to defaults. In earlier periods interna-
tional loans were sold to a wide range of bondholders while now they are concentrated in the hands
of top money-center banks, which makes defaults more visible and provokes more intervention by
banks and governments (Eichengreen and Lindert, 1989, pp. 2 – 3).

3. For example, table 17.1 shows that total migration in the UK as a proportion of population
decreased slightly from .83% in 1901 to .79% in 1981. Belgium and the Netherlands saw modest in-
creases; only Sweden had a large increase in total migration. Much of the mass migration in 16th-
and 17th-century Europe was triggered by the push of war and religious intolerance but some mi-
gration was the pull of economic opportunity. For instance, by the late 1680s over a quarter of the
burghers of Amsterdam were German (Moch, 1992, p. 54).

4. Philip Martin points out that industrial democracies are not being overrun by a tidal wave of
immigrants. There are only about 40 million of them in all the industrial countries: 15 to 20 million
in North America, 15 to 20 million in Western Europe, and 2 to 3 million in industrial Asian coun-
tries (Martin, 1992, pp. 11 – 12). “International migration remains an extraordinary event despite the

Wilensky_CH17  3/14/02  2:04 PM  Page 669



System Performance

670

evolution of demand, supply, and network factors that encourage migration . . . 60 percent of the
world’s migrants move from one developing nation to another. One unlikely country, Iran, includes
almost one-fourth of the world’s 19 million refugees” (Martin, 1993, p. 6). The main source of refugee
flow is the combination of deep poverty and repressive regimes: almost all of the most serious refugee-
generating countries fall below $400 per capita GNP and are ruled by military governments—e.g.,
Vietnam, Haiti, Uganda, Ethiopia, Chad, Mali, Zaire, Laos, Afghanistan, Burundi, �wanda, Sudan, etc.
Since the early 1980s the “Third World” share of the world’s refugees (both sending and receiving
countries) is about 80% to 90% (Hakovirta, 1993, pp. 37, 40 – 44).

5. See note 12 in chapter 12 for six other studies consistent with my findings.
6. Chapter 12 reports a multiple regression analysis of the causes of good economic perfor-

mance—capital investment, labor peace, corporatism, tax structures, party power—played against our
measures of vulnerability to external shocks (liquid fuels as a fraction of energy consumption, energy
production as a percentage of energy consumption, and sudden changes in the terms of trade). It
shows that external shocks have no independent effect on economic performance whatever. Nor do
they have any effect on the most important proximate sources of good performance—low strike rates
and high capital investment. Only at the extreme, as table 12.5 suggests, do energy shocks and trade
vulnerability help to explain the lesser postshock performance of the three exceptions—Denmark,
Italy, and Israel. Each of these also had special internal weaknesses: Denmark an unusually sloppy wel-
fare state and a marginal score on corporatism, Israel a uniquely heavy defense burden, Italy the worst
strike record and budget deficits of our 19 countries.

7. “In 1985 almost two thirds of all workers in Germany had been continuously employed in
their current job for more than five years (U.S.: 45%; France: 58%; U.K.: 52%),” most of them for
more than 10 years (Buechtemann and Meager, 1991, p. 10). General restrictions on layoffs and in-
dividual dismissals imposed by collective bargaining and labor law are complemented by special job
protections for vulnerable groups (e.g., pregnant women, the handicapped, draftees, older workers).
If we add tenured public servants, about 20% of the total “dependent” workforce are totally protected
against ordinary dismissal.

8. �eviewing cross-national studies of Europe and North America on this point, ILO (1995)
concludes that in terms of gross job destruction and creation, the most regulated European political
economies are as flexible as the least regulated (e.g., the United States).

9. This empirical finding is consistent with older industrial relations research and with recent eco-
nomic theories of “efficiency wages”: firms may pay a premium over market-clearing wages because
they want to retain worker loyalty and encourage hard work (Weiss, 1990). Many opponents of job
protection by government and by high-performance firms argue that while this may be good for a
minority of workers it is bad for job creation in the economy as a whole. Cross-national evidence
reviewed in an ILO report on the creation of stable long-term jobs, however, shows that labor-
market regulations (including rules on hiring and firing, levels of unemployment benefits) are not re-
sponsible for a nation’s unemployment, job insecurity, or poor job creation. The trouble lies in the
combination of technological change, weakened unions, poor industrial relations, and reduced de-
mand with slow growth (ILO, 1995, pp. 155 – 157), as well as demographic shifts (see chap. 13 on
job creation).

10. A recent careful analysis of four decades of German export expansion 1953 to 1994 (Holt-
frerich and Lindlar, 1995) confirms this observation. It concludes that even in the turbulent times of
1975 – 89 German exports grew (in real terms) at an average yearly rate of 4.0%, an excellent record
compared to other countries and the long-run past. From 1985 to 1990 Germany’s trade surplus on
the current account climbed to a remarkable 6% of GDP (p. 4). Even during the peak of the unifi-

cation burden and a deep recession, 1990 – 94, exports grew at an average yearly rate of 6.3% in-
cluding trade with East Germany (p. 5). The composition of these exports also remained exception-
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ally stable for the four decades: machinery, chemicals, automobiles, and transportation equipment—
despite increased competition from low-cost producers using cheap labor (p. 18). Germany contin-
ues to excel in medium-tech products (as a percentage of value added to the entire economy) while
matching Japan and the United States in high-tech production (pp. 20 – 23). In short, the German
model, contrary to pronouncements of its death, held up well through thick and thin. The dark spot
is the very recent climb in unemployment, reflecting the rigidity of the Bundesbank in the early
1990s, when it engaged in a war against the inflation phantom. (See below, “Are Strong Central
Banks a Drag?”).

11. According to Heinz Fassman and �ainer Münz (1994), of an estimated 14,160,000 migrants
from East to West (including those from the GD�, ex-Yugoslavia, Poland, Soviet Union and the
Balkans) from 1950 to 1993, 68.1% landed in Germany, 8.1% in Israel, 6.6% in Turkey, 4.8% in the
U.S. and 12.8% in other countries (Austria, Scandinavia, France, UK, Canada, etc.).

12. Employer sanctions, used by almost all our 19 countries (Britain is an exception) vary in their
effectiveness: vital to their success are adequate resources for enforcement, a secure identification sys-
tem, links to broader strategies for controlling illegal migration and enforcing labor standards, and
steps to prevent employer discrimination. The U.S. fails on all counts. Several European countries—
Germany, France, Switzerland—approximate them. (M. J. Miller, 1987.)

Openness to refugees also varies. In 1992 Germany took in two-thirds of the 572,000 asylum
seekers entering Europe as it struggled to get other countries to share the burden. On July 1, 1993,
it changed its open asylum policy to accept refugees only from regimes that were persecuting them.
It made it difficult for persons who passed through “presumably safe countries”—including �o-
mania, Bulgaria, Gambia, Ghana, and Poland—to apply for asylum. Germany worked out arrange-
ments with each adjacent country to help police its borders, giving money to Czechoslovakia and
Poland for that purpose. All this sharply cut the number of applicants. The German Bundestag
later approved an expansion of the number and power of the border police and raised penalties on
illegal alien smugglers. Again, it is far from impossible to regulate immigration. (Migration News,
vol. 1, #7). Of course it is a beggar-thy-neighbor policy—one country’s successful border control
is often another country’s headache, a powerful reason for international agreements on burden-
sharing.

13. Further, even before the welfare reform of 1996 (chap. 8), permanent legal residents were
effectively barred from receiving AFDC for three years following admission, and the three-year wait-
ing period for legal immigrants’ claims to SSI (Supplementary Security Income for poor retirees) was
raised to five years in 1993. Legal permanent residents can be deported if they become public charges
within five years of admission. Using welfare at any time increases the difficulty of later bringing rel-
atives in. Thus, the image of recent immigrants as a welfare burden is misleading, although if we com-
pare the percentage of households in which the head receives public assistance without controlling
for age or condition, the immigrant percentage in 1990 was somewhat higher that the natives: Fix
and Passel (1994, pp. 63 – 67) calculate that 4.9% of pre-1980 entrants age 15 and over received some
form of welfare in 1990 (SSI, AFDC, or other), vs. 4.2% of natives. But examining only working-
age (15- to 64-year-old) naturalized and nonnaturalized immigrants from nonrefugee countries
(Mexico, Philippines, India, etc.), they find that the 1980 – 90 entrants are much less likely to be on
the dole (2.8%) than comparable natives, 4.2% of whom receive “welfare.” �efugees are typically in
worse shape and take longer to adjust.

14. Huddle’s (1993) is the worst: he not only fails to take account of any positive economic im-
pact of immigrant businesses or consumer spending; he also massively understates revenue collected
(e.g., he ignores about $50 billion of taxes immigrants paid in 1992) and omits the necessary com-
parisons with natives that show that they, too, receive more in services than they pay in taxes (Passel,
1994; Clark and Passel, 1993).
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15. These three forces that encourage nativist protest action—economic deprivation, large num-
bers and concentration of immigrants, and great social distance between immigrants and natives—are
the same as the forces that foster prejudice and the perception of group threat. See Lincoln Quillian
(1995), an analysis of Eurobarometer Survey #30 results on attitudes toward immigrants and racial
minorities in 12 EEC countries, Fall 1988. Individual characteristics had little impact on prejudice
and explained none of the country differences. Economic conditions of the country, the size of the
minority group, and its social composition (e.g., non-EEC immigration) are the important variables
shaping both levels of prejudice and the militancy of protest movements discussed above.

16. In the most recent year available (circa 1991) naturalizations as a percentage of the stock of for-
eign population in the year before was 5.4% in Sweden, 2.7% in Germany (Guimezanes, 1994, p. 25).

17. The next six paragraphs draw on data developed in a 1993 term paper by my assistant, Karen
Adelberger, from French and German surveys and recent literature. See also Wilensky (1975,
pp. 57 – 59; 1976a, pp. 12 – 34).

18. For an account of recent German immigration debates, policies, and administrative practices,
see Halfmann, 1995. Brubaker (1992) describes the evolution of French and German citizenship pol-
icies.

19. Alber (1994), using Eurobarometer surveys and data from Wiegand and Fuchs, Gerhards and
�oller, devises an index of “rejection of foreigners” (respondents who say that there are too many
foreigners in their country, that the presence of foreigners is disturbing, that the rights of foreigners
should be restricted, and that asylum seekers should no longer be accepted). For 11 EC countries this
index of xenophobia correlates .82 with the percentage of foreigners from non-EC countries in each
nation, underscoring the importance of numbers.

20. By 1992 the 36,000 multinationals with over 170,000 affiliates abroad (only about 70,000
of which are in less-developed countries) had reached a stock of foreign direct investment of about
$1.9 trillion. By 1990 worldwide sales by foreign affiliates had reached $5.5 trillion; they became
more important than the worldwide sum of exports (3.3 trillion in 1990). (Sauvant, Mallampally,
and Economou, 1993, p. 37; Gold, 1993; Encarnation, 1993, p. 25). �egarding employment, most
overseas employment by MNCs is in other industrialized countries, except for Japanese MNCs
whose expansion into Asia is concentrated in developing countries. In the early 1990s, however,
with rapid growth and fewer restrictions, MNCs in Europe and North America and Japan alike
expanded faster in Asia, Latin America, and the Caribbean. Although an estimate of worldwide
employment by MNCs in parent firms and foreign affiliates was only 65 million (ILO, 1992, p. 49),
up from about 40 million in the mid-1970s (Parisotto, 1993, p. 34), the jobs are concentrated in
rich countries. More than 9 in 10 of the MNCs are headquartered in industrialized countries—
most of the biggest are in Japan, Germany, and the U.S. (Gold, 1993, p. 100)—and about 7 in 10
of the jobs created by their affiliates abroad are concentrated in the same affluent countries (ILO,
1992, p. 49). Still these figures suggest that multinationals account for only a very small portion of
employment in rich countries and a tiny fraction of employment in less-developed countries—less
than 1% (Sauvant et al., 1993, p. 37)—whose unemployed number is in the hundreds of millions.

21. Bennett Harrison (1994, p. 165) describes another motive for adaptation—expand markets by
strategic alliances—in his account of the 1990 Daimler-Benz/Mitsubishi agreement to engage in “in-
tensive cooperation”: “Daimler gains access to Mitsubishi’s prodigious knowledge of mechatronics
(the wedding of mechanical and electrical engineering). What Mitsubishi gets from the alliance is
Daimler’s aid in blocking French and Italian resistance to letting Japanese car makers into post-1992
Europe, and a connection to Europe’s single largest and most commercially successful public-private
partnership: the Airbus Industrie consortium that has made itself one of the world’s three largest pro-
ducers of civilian aircraft and a leader in airframe technology” (p. 165).

22. That foreign transplants are not looking for cheap, nonunion labor is confirmed in a study
comparing changes in foreign and domestic manufacturing investment across the 48 contiguous states
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for 1978 – 85 (Grant and Hutchinson, 1996). Highly unionized states such as Pennsylvania and Ohio
were more successful in attracting foreign firms than in preventing American firms from moving out
to the South or abroad. Union avoidance was a much more frequent motive for American managers
than among their European and Japanese counterparts, who were used to unions, investment in train-
ing, and worker participation. Even for Americans, however, union avoidance was less important in
plant location than market demand (and the absence of recessions), tax policies, and federal revenue
transfers (permitting states to invest in physical and human infrastructure).

23. A Wall Street Journal survey of capital flows based on World Bank data concludes that 10 of
the 12 countries that receive the lion’s share of foreign capital directed to the developing world are
nonpoor; most are “upper-middle” in GNP per capita (Wall Street Journal, September 18, 1997).

24. Personal communication from Andrew Martin, September 2, 1997.
25. The Finance Ministry’s restrictive stance during the 1990s crisis was an aberration. In 1997,

the law changed to give the BOJ primacy in monetary policy and reduce the coordinating role of
Finance. In the face of recurrent recession, the Bank continued to fight inflation, worsening the sit-
uation described in chapter 12.

26. They are the HWWA-Institute for Economic �esearch in Hamburg; Ifo-Institute for Eco-
nomic �esearch in Munich; Institute for the World Economy in Kiel; Institute for Economic �e-
search in Halle; the �hine-Westphalian Institute for Economic �esearch (�WI) in Essen; and the
German Institute for Economic �esearch (DIW) in Berlin. A seventh more prominent source of in-
dependent analysis and forecasting is a group of professors on the Council of Economic Advisers
completely independent of the government, located in Wissbaden.

27. If we exclude the former East Germany from these figures the unemployment rate for West
Germany is lower by just under one percentage point. The Bundesbank in late 1992 aimed to re-
duce inflation from 3.7% to 2%, while Germany was itself slipping into recession. Hans Tietmeyer,
president of the Bundesbank since 1993, rails against the welfare state; an anti-inflation hawk, he fa-
vors a European Central Bank, if it is a carbon copy of the Bundesbank (Wall Street Journal, Janu-
ary 17, 1996).

28. Because stimulative fiscal policy in the U.S., although rapid in its impact, must be approved
by a slow-moving Congress it is less effective in shaping recoveries than monetary policy (�omer
and �omer, 1994, pp. 37 – 38, 55). Anticyclical increases in spending within the discretion of the ex-
ecutive (e.g., accelerating planned spending or tax refunds) are always small and so are their effects;
the big changes plowing their way through Congress are typically mistimed or defeated (except for
the popular extension of unemployment benefits). This may be an American peculiarity, however;
in less-paralyzed political economies, fiscal policy may have greater, speedier impact.

29. James K. Galbraith’s caustic analysis of Fed behavior as self-fulfilling prophecy based on inco-
herent theories concludes that Fed policy reduces to a syllogism: “good times are followed by bad
times; therefore good times must be prevented” (1994, p. 36). The syllogism in action has meant that
since 1951, when the Fed was freed to conduct an independent monetary policy, all of our recessions,
without exception, were preceded by a shift to a tight monetary policy (Friedman, 1989, p. 104).

30. Deane and Pringle (1994, pp. 309 – 310, 324 – 325) point to an irony: at the very time the
central banks’ autonomy is increasing, their effectiveness in controlling inflation is being undermined
by the large number of big private speculators in currency and arcane derivatives over which the cen-
tral bankers have no control. Thus, central bankers’ anti-inflation measures are likely to be even more
exaggerated because moderate interest-rate increases are less and less effective. The authors also note
that while New Zealand, with its strongly autonomous central bank (after 1989) achieved a low in-
flation rate by 1992 – 93, Australia, with a controlled central bank, did just as well (ibid.,
pp. 339 – 340).

31. The lack of global exchange-rate discipline fuels currency speculation, creates uncertainty for
business firms, reduces economic growth, and encourages protectionism (as we saw in the passion-
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ate debates over NAFTA and GATT in 1994, the Mexican crisis of January 1995, and the WTO
meeting in Seattle, 1999). Some cross-national regime to prevent extreme volatility and misalignments
among key currencies may be desirable—a more flexible successor to Bretton Woods.

32. MNCs evidence an additional nonlabor cost motive for direct foreign investment: an Amer-
ican multinational like Intel enters an EC country to preempt potential trade barriers (to be in a po-
sition to cope if the community raises barriers against imported chips) and to counter competitors’
moves (distract the rival, lower his profits, learn about his tactics and technology) (The Economist, “A
Survey of Multinationals” March 27, 1993, p. 10).
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AMERICAN EXCEPTIONALISM  
AND POLICY IMPLICATIONS

My conclusions about specific similarities and differences among the universe of rich
democracies can shed light on the theory of “American exceptionalism”—the idea devel-
oped by many political philosophers (e.g., Alexis de Tocqueville, 1963 [1835]; Louis Hartz,
1955) and social scientists (e.g., Werner Sombart, 1976 [1906]; Seymour Lipset, 1996;
Byron Shafer, 1999) that the U.S. because of its unique culture, society, or polity is simply
so different from other highly industrialized societies that it cannot borrow policies or pat-
terns of behavior, however benign, from abroad. If, however, as I have shown, the U.S. in
fact shares many aspects of culture, society, and politics with all, most, or a few of these
countries, then we can surely learn from their experience as they have learned from ours.
So this chapter asks, “What has this book shown about American peculiarities, if any?” and
“What are the policy implications?” Both of these questions are answered at length in pre-
vious chapters, but the answers are scattered; it will be useful to briefly bring them together.
I shall mention the relevant chapters in the hope that the reader will glance at them as well
as the overview of chapter 17 to reprise the evidence.

How Different Is the United States?

What is said to be different about the U.S. is almost always a difference of degree, dimin-
ishing as the U.S. moves toward other countries or as they move toward America. This is
true of technology, culture, society, and politics.

Culture

According to theorists of American exceptionalism the American Creed of liberty, equal-
ity, individualism, laissez-faire, and populism defines American culture and culture shapes
the peculiar institutions of the United States. (The most forceful recent argument on this
line is Lipset, 1996.) The point is often elaborated by invoking a series of opposites: the
U.S., compared to other rich democracies, is individualistic vs. collectivistic; egalitarian and
populist vs. hierarchical; laissez-faire vs. statist; and social Darwinist vs. humanitarian.
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As this book has shown, cultural explanations of the paths of development of rich
democracies since World War II are weak once we examine empirical evidence of national
variations in values, beliefs, ideologies, or mentalities and try to anchor them in social, eco-
nomic, and political structures. In fact, all modern populations embrace both of the con-
tradictory values in each pair I have listed. The theory of the ambivalent modern citizen
is spelled out in chapters 1 and 4, and is applied in chapters 5, 10, and 15.

Theories of cultural determinism tend to fall apart when one employs three essential
tests: (1) specify precisely the values or beliefs said to determine some specific outcome;
(2) avoid the common trap of tautology (e.g., observe a pattern of behavior such as long
hours at hard work, infer the values, “the work ethic,” from the behavior, then postulate
the values as a cause of the behavior); (3) make relevant comparisons (e.g., if mass senti-
ments in systematic surveys show, as they do, that workers in Japanese, Swedish, and Amer-
ican auto plants articulate very similar views about work but patterns of behavior—hours
of work, productivity, and the behavior of workers and managers—vary greatly, the work
ethic cannot explain the variations).

Where data passed those tests and we played various aspects of culture against the struc-
tural differences outlined throughout this book, culture plays a minor part in explaining ei-
ther public policies or system outputs. Thus, political culture and public opinion cannot ex-
plain national differences in tax-welfare backlash (chap. 10), party decline (chap. 11), or
mayhem (chap. 14). In dealing with welfare-state development, chapter 5 shows that if the
ideology of economic individualism—the accent on free markets, private property, and min-
imum government—had any effect, it was only in relation to early democratization and the
timing of initiation of programs. Thus where liberal democratic institutions developed early
(Great Britain, the United States, Canada, France, Norway, and Switzerland) welfare-state
development was somewhat retarded; parliamentary democracy and expansion of the fran-
chise provided legitimation for government, but at the same time the liberal creed discour-
aged state intervention in the market. Constitutional monarchies (Austria, Denmark, Ger-
many, and Sweden), lacking either the legitimation or the ideological constraint of liberal
democracy, often facing militant labor movements, had a greater need for and bureaucratic
ability to institute programs of the welfare state.Yet by 1914, in types of social legislation
initiated, European democracies had caught up with the constitutional monarchies. The sub-
sequent speed of development, however, was affected by the timing of first initiation. Thus,
the early democracies not only brought stronger anti-welfare-state ideologies into mass de-
mocracy but also experienced the expansionary pressures of system aging later than the con-
stitutional monarchies did. They have remained welfare-state laggards (U.S., Canada, Aus-
tralia, Switzerland), although considerable convergence has taken place in levels and types of
social spending. Contributing to the lag of early democratizers is the fact that even 100 years
ago they had relatively young populations. As chapter 5 shows, the lag has been completely
overcome only when Catholic parties acquired substantial persistent power as in the Nether-
lands, Belgium, and Italy and the population of the elderly accelerated.

The cultural ambivalence of all modern democracies is evident in their century-long
convergence toward dual systems of income maintenance for the aged. Wherever they start,
they end up in the same place: they insure the working population through contribution-
based earnings-related schemes designed to preserve among pensioners the income differ-
entials of their working lives (the hierarchical-meritocratic impulse) while they ensure that
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other groups (nonworkers, low-income self-employed) receive an income-tested minimum
(the egalitarian-universalistic-humanitarian impulse).

Not only do the same populations embrace contradictory values, but the same patterns
of behavior are defended by a vast array of ideologies. For instance, consider the list of val-
ues justifying welfare-state expansion—equality, solidarity, and social justice (left parties),
economic efficiency (efficiency socialists like the Fabians), family security (center-left and
center-right parties), harmony, consensus, and community (Catholic parties and communi-
tarians), social order, hierarchy, and the prevention of revolution (center-right parties and
authoritarian regimes), and more. Such diverse values cannot explain a common outcome,
the establishment of seven or eight similar programs and increased taxes to fund them. The
role of ideology in welfare-state development is best expressed this way: in response to sim-
ilar problems of providing economic and career incentives and maintaining political order
under conditions of the general push for equality, security, and social justice and specific
concerns about the aged, all rich countries develop a similar set of conflicting values and
beliefs—welfare-state ideologies versus economic individualism or free-mobility ideologies.
In the short run parties carry into power different blends of these ideological contradic-
tions, emphasizing one side or another, but in the long run the balance of these antinomies
differs little among modern societies. If we go beyond abstract ideologies (“Do you think
the government should see to it that everyone has a job and a good standard of living” or
“government should let each person get ahead on his own?”) and consider issue-specific
opinion, even these modest national differences disappear, as we have seen in the uniform
popularity of pensions, national health insurance, disability insurance, and family policies,
and the equally uniform suspicion of public assistance targeted to the nonworking, nonaged
poor (chaps. 5, 8, 10, and 17). Such a common structure of public opinion among nations
cannot explain substantial differences in social policies and system performance.

I do not argue that values and beliefs are irrelevant to policies and outcomes. I merely
make three claims. First, modern populations, including vast majorities in the United States,
embrace contradictory values; they are simultaneously collectivistic and individualistic, hu-
manitarian and social Darwinist, statist and laissez-faire, populist and meritocratic, believers
in both individual liberty and community as well as equality of opportunity and (to a lesser
extent) absolute equality. Second, the balance of these values in national politics is shaped
by the structures this book has emphasized. The great ambivalence of mass publics permits
politicians to play it either way. If they are hostile to expansive and generous social poli-
cies, they can work the tax-welfare backlash; if they are friendly, they can mobilize major-
ity sentiments. To understand diverse political outcomes, we must look to our types of po-
litical economy, mass-based political parties, electoral systems, and the structure and
interaction of major interest groups and government. Unless particular clusters of values are
carried into power, as they have been in corporatist democracies with strong left and Cath-
olic parties, they remain dormant, shaping the verbal environment but little else. Third, if
there are any strongly held, widely shared, persistent values that appear in the recent his-
tory of all rich democracies, they are anything but “postmaterialist” or “postindustrial.”
Chapter 4 shows that the older issues of family security, civic order and safety, equality of
opportunity (with an occasional bow to equality of results), and economic growth and sta-
bility remain dominant in the politics and mentality of modern populations. That is one
explanation for the pro-welfare-state majority in all rich democracies and the intense mass
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resistance to cutbacks, the resonance of law-and-order appeals in politics, and the contin-
ued demand for job security.

In short, in the ideational realm we call culture and at the level of development of our
rich democracies there is little support for the theory of American exceptionalism. But
surely there are patterns of behavior—social, political, or economic structures—that are
uniquely American?

Structure

In social, political, and economic organization the United States shares much with Britain
and Britain abroad (the UK, Canada, Australia, New Zealand, Ireland) and even Switzer-
land; and it shares many convergent tendencies with all 19 rich democracies. It is unique
in only a few aspects of structure and related public policies and these are matters of de-
gree, diminishing as the rich countries become richer. Among the convergent tendencies
the U.S. shares with all 19 market-oriented rich democracies are these:

. A level of living that is so different from that of the rest of the world, that even anemic
growth brings extraordinary dividends. In 1999 in the U.S. a 1% increase in GDP means
$92.5 billion extra. Is the U.S. the richest country in the world? By market-price GNP
per capita, no; by purchasing power parities GNP per capita (if you can accept the com-
plexity of comparisons), yes. But in any case the per capita differences among our 19
countries are diminishing as the least rich catch up (chap. 1).

. A long-term increase in family instability and the percentage of solo mothers. The demo-
graphic and organizational accompaniments of continuing industrialization—especially
educational and occupational shifts that expand opportunity for mobility in nonagricul-
tural and nondomestic settings, thereby increasing mass aspirations—account for very
similar and accelerating trends in family life. Whatever their political systems or cultural
traditions, the currently rich democracies have experienced increased participation by
women in the nonagricultural labor force, declining fertility and an expanding percent-
age of the aged (both young-old and old-old), reduced household size, an increasingly
widespread and effective push for gender equality, and rising divorce rates (figure 1.1.).
In recent decades family instability has increased the population of lone parents and the
threat of child poverty (chaps. 1 and 7). In none of this is the U.S. unique. What differs
is political responses to this common social problem. As chapter 7 shows, countries with
strong mass-based Catholic or left parties move toward corporatist patterns of interest-
group bargaining; these produce expansive and innovative family policies, with somewhat
different policy mixes, depending on types of political economy, including the relative
strength of Catholicism and leftism. Least-corporatist countries, including the U.S., while
slower to develop family policies, do move in that direction. In short, the family-policy
laggards such as Japan, Switzerland, USA, Canada, New Zealand, Australia, and Ireland
are slowly converging toward family-policy leaders such as Sweden, France, Belgium,
Norway, and Finland—even in the politics of family policy, where moral-social agendas
are most passionately pursued.

. A push for equality among minority groups and the increasing openness of modern govern-
ments to minority-group claims—not confined to the United States. Among rich democra-
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cies there has been a century-long trend toward structural and cultural integration of
minority groups, accelerating during and after World War II (chap. 1). Discrimination
on the basis of descent (race, ethnicity, religion, language), gender, sexual preference, and
physical disability has everywhere declined. As integration proceeds in education, the
economy, and polity, as residential desegregation progresses, intermarriage rates begin to
climb, which in turn, leads to some sharing of values, beliefs, and tastes. Chapter 1 ex-
plains different rates of integration of different minority groups. Although the USA,
Canada, Australia, New Zealand, Switzerland, the Netherlands, and Belgium have strong
minority-group cleavages and have experienced these trends early, the rest of the rich
democracies now share in the pattern of ethnic-racial conflict, accommodation, and inte-
gration. The reasons: a four-decade revival of massive migration from poor to rich coun-
tries and continuing industrialization. The convergence is toward the American multi-
cultural model. The convergence in gender equality, however, is toward the Swedish
model, even in Japan and Switzerland, countries most resistant (chap. 7). Gender equality
is speeded up in democracies that have proportional representation, left power, high rates
of women working, and corporatist bargaining arrangements.

The only minority group that has suffered increasing job discrimination over the past
half century is the healthy aged. Everywhere there has been a steady long-term decline
in the age of exit from work. Although welfare states have vastly improved the standards
of living of the elderly (chaps. 5 and 7), the pressure for retirement has mounted when
most of them or at least a large minority would prefer to work (chap. 1).

It is no paradox that while structural and cultural integration proceeds, ethnic resur-
gence, women’s liberation movements, and gray-power groups periodically burst forth.
Chapters 1, 10, and 17 explain variations in the militancy and timing of such cycles of
protest and why demagogues in some countries are able to mobilize nativist backlash
while they fail in others.

. A common shape of social stratification and an increase in social mobility. There is little
that is unique about the U.S. in its “class structure.” Trends in occupational distribution
of the labor force are common to all (chap. 1); the industrial composition is similar
among subgroups of countries (chap. 4). Continuing industrialization shapes stratification
and mobility in several ways: it blurs older class lines, creates increasing social, cultural,
and political heterogeneity within each social class such that internal differences within
classes become greater than differences between them; and it fosters the emergence of a
politically restive “middle mass” (upper-working class, lower-middle class) whose behav-
ior, values, beliefs, and tastes increasingly differ from those of the privileged college-
educated upper-middle class and the very rich above them and the poor below. Increas-
ing mobility, intergenerational and worklife, and multiple ladders for achieving income,
status, and power (a product mainly of technological and occupational change) add to
the heterogeneity of social classes. While there are some national differences in mobility
rates (see table 9.3 and appendix I), these are likely to diminish, as most countries move
toward the high rates of the U.S.

The middle mass (people with high-school or part-college or vocational school edu-
cation) constitute about 60% of the electorate (chap. 1 on stratification); there is no rea-
son to suppose that this is unique to the U.S., although higher voting rates of the lower
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fifth in other democracies would reduce the 60% figure for the middle electorate. Even
the political mobilization of the middle mass—as in the campaigns of Governor Jesse
“The Body” Ventura, �ichard Nixon (his “silent majority”), �onald �eagan and George
Wallace (gaining votes among white ethnic Democrats)—is evident in the antitax, anti-
social-spending, antibureaucratic movements and parties of the UK, USA, Switzerland,
Denmark, and Canada. And in both the U.S. and these other democracies, nativist
protest movements tend to merge with the antitax parties. National differences in how
the resentments of the middle mass are channeled appear in chapters 10 on backlash, 11
on party decline, 17 on protest movements against immigrants, 8 on the welfare mess and
scapegoating the poor, and 14 on mayhem.

. Also rooted in the universal effects of continuing industrialization—and another
area where America is not exceptional—are a few common trends in the organization of
work. A steady decline in yearly average hours of work from the late 19th century to
about 1960 has been followed by divergence as the leisure-rich countries got richer and
the leisure-poor got poorer. The bottom five in working hours (leisure-rich) are demo-
cratic corporatist—Norway, Germany, Denmark, the Netherlands, and Sweden. The
hardest-working six (leisure-poor) in descending order are the USA, Japan, Canada, the
UK, Italy, and France; except for Italy they are either least corporatist or corporatist-
without-labor—in other words they lack the bargaining arrangements that foster left-
labor power. Only in recent trends in hours of work is the U.S. a genuine exception.
From 1960 to 1994 all countries for which we have data evidence substantial declines in
annual hours, except for the U.S., which starts at the top and declines only 2.9%
(chap. 1, p. 52 and note 49).

Analysis of detailed occupational trends in chapter 1 (organization of work section)
casts doubt on the idea of modern society as “high-tech.” Whatever the contribution of
sophisticated technology to the GNP, and whatever the privileged position of highly
trained elites, the vast majority of modern populations work in low-tech or no-tech jobs.
Almost all the large and fastest-growing occupations are anything but high-tech—truck
drivers, salespeople, janitors, cashiers, cooks, schoolteachers, nurses, nursing aides, orderlies,
carpenters, and so on. Similar skepticism is appropriate for the notion that modern soci-
eties are moving away from “Fordist” production toward “flexible specialization.” Lim-
ited comparative data suggest a great variety of organizational forms within each of these
categories. There may be a modest trend in all our countries among a few large manu-
facturing firms and some financial service providers toward a modified form of lean
production epitomized by Japan’s Toyota and its joint venture with GM, NUMMI in
California. But as yet this covers only a small portion of any modern labor force. The
more common and likely convergent trend is the spread of unconventional schedules and
“contingent” labor—with lean benefits and little job security—part-time, temporary, or
subcontracted workers in both services and manufacturing (chap. 1). The U.S., Canada,
and Australia lead the way in this high-turnover, low-training job creation (chap. 13).
But insofar as other rich democracies converge toward social, personal, and distributive
services as a share of total employment, there will be convergence in both contingent
labor and unconventional schedules, or at least parallel development. A common trend
toward downsizing and subcontracting adds to the growing minority in unstable careers
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at every status level. Counterpressures of labor law, social policy, left power, and unioniza-
tion, however, will retard the growth of contingent labor among corporatist democracies.
But it is likely that even they will move slowly toward the American model, modified to
ensure better wages, benefits, and a modicum of job security.

. The spread of universal, compulsory schooling and the rise of mass higher education. The
United States led in both developments, which are a convergent tendency in all rich
democracies. In the past three or four decades, however, the U.S. has become exceptional
in its neglect of K– 12 and the consequent terrible performance of most of its secondary
schools. At the other end it remains exceptional in the size and excellence of its higher
education and related basic research. In medical innovation the U.S. has become a cash
cow supporting both publicly and privately funded medical research which is then dif-
fused worldwide as virtually free science and technology (chap. 16). Further, American
higher education is still unique in its diversity of funding, size of the private sector, elec-
tive system, diversity of curricula, and openness to interest-group demands. Other coun-
tries, however slowly, are converging toward the American model of higher education;
two long-term shifts especially are common to all—the twin trends toward specialization
and universality of access. Also common to all is the central function of education as a
channel for upward mobility that remains more or less meritocratic (chaps. 1 and 12).
There are signs of American convergence toward other democracies’ higher standards for
K– 12, although this is still more talk than action. The USA’s enrollment ratio in post-
secondary institutions is high, but in this it has the company of other welfare-state lag-
gards. (Chap. 1 explains why historically there has been a trade-off between the essen-
tially egalitarian accent on the welfare state and the essentially meritocratic accent on
higher education.)

When we go beyond what the United States shares with other rich democracies, we
find that it either shares attributes of structure with five or six others or is unique only in
degree—that is, extreme within the category. In its political economy the U.S. is fragmented
and decentralized. I hope that this book has given meaning to those two labels. In its polity
what is often described as uniquely American are a decentralized federalism, separation of
powers, a weak central government, an independent judiciary with strong powers of judi-
cial review, a bill of rights, a populist cast to its politics, and a proliferation of parochial in-
terest groups, themselves fragmented and decentralized (as is evident in the structure and
functions of labor, management, and the professions). In its economy, the United States is
supposed to be uniquely rich, entrepreneurial, competitive, laissez-faire, and open to big
business domination. In its social structure, America is said to be unique in its social het-
erogeneity—its intense conflict among racial, ethnic, and religious minorities, and between
minorities and dominant groups. As Part I shows, however, in varying ways and degrees
the Anglo-American democracies share these structural attributes. Even in the combina-
tion of decentralized federalism and populist politics expressed in frequent elections, direct
democracy, and voter fatigue—Switzerland joins the U.S. Both countries have bicameral
legislatures, where the upper house has two members for each state (canton) whatever its
size; both constitutions protect civil liberties and states’ rights; both evidence strong social
cleavages. California’s plebicatory rampage since 1978, which has slowly spread to other
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states, is matched by Switzerland’s long-standing reliance on the initiative and referendum.
And both countries have low and declining voter turnout (chap. 11). Swiss-American ex-
ceptionalism?

What this book shows is that the U.S. is one of six countries that are least corporatist,
least consensual, and that the common consequences in policies and system performance are
captured by the inverse of figure 2.1. These decentralized, fragmented political economies
are most vulnerable to the mass-society tendencies described in chapter 3—a decline in the
strength of broad-based integrative political parties, churches, unions, and communitywide
neighborhood associations and the vitality of participation in them. That creates a vacuum
of power into which the mass media in symbiotic relationship to the more parochial inter-
est groups and sectarian religious and political groups pour. So despite differences that look
large when we compare two or three countries within this category—presidential vs. par-
liamentary systems, a well-trained, well-paid, efficient civil service vs. its opposite—the more
important differences that hold the six together fit the label, least corporatist (chap. 2).

Among the attributes of structure the United States shares with other decentralized and
fragmented political economies are the following. (I leave aside the occasional deviant case
explained throughout the book.)

. Confrontational industrial relations and a weak labor movement. This book shows that
corporatist democracies reduce strike rates and related labor protest by transferring the
locus of conflict to national politics and accommodative tripartite or bipartite bargaining
arrangements, widening the scope of bargaining and integrating labor into the machinery
for policymaking and implementation. In contrast, the least-consensual democracies keep
labor-management relations at the local or firm level where it is every employee for
himself or every union for itself and where national solidarity is limited on both sides of
the industrial battlefield. Businesses in these circumstances have more power to block
social and labor policies favored by unions.

Even here, however, there is some convergence: strike rates in the more militant occu-
pations and industries (e.g., mining, longshoring), high in all industrial societies, decline
with new technology that reduces both unpleasant work and the social isolation of
workers. Finally, there appear to be two roads to a common outcome, that is, reduced
economywide strike rates: integrate the labor movement into the system or break its
power (U.S., UK, Japan, New Zealand).

. Poverty, inequality, means testing, and the welfare mess. The U.S. joins the least-
corporatist democracies in very high rates of poverty and inequality and in heavy reliance
on means testing (table 8.3). Means tests refer to noncategorical benefits targeted to the
poor via stiff income and assets tests applied by welfare administrators with substantial
discretion with a high probability of stigma. Income tests, in contrast, are simple, private,
and in administration, low cost. Means testing creates a welfare mess (chap. 8) and is both
cause and consequence of poverty (table 8.4). These high rates of poverty are a prime
cause of high teenage birthrates (table 8.4). Cross-national comparison also shows that
this group of countries has achieved the highest rates of deep poverty among both solo
mothers and two-parent families (table 8.4). The UK and the USA vie with one another
for the role of champion of poverty—near-poverty, poverty, and deep poverty alike—
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although the U.S. tops the UK in inequality (ratio of highest to lowest quintiles in gross
household income shares) while Australia is even more inegalitarian than the U.S. (table
14.4). Chapter 12 suggests further that devoting a large expensive and intrusive apparatus
to means testing is a drag on economic performance. Both poverty and inequality also
foster mayhem (chapter 14 and tables 14.4 and 14.6) and to some extent subvert good
economic performance (chapter 12 and table 12G.11 in appendix G).

. A consequence of the trend toward universal higher education is an increase in the
number of experts and intellectuals. As we have seen in chapters 1 (on convergence), and 4
(on postindustrialism), however, their influence varies by type of political economy. If they are
attached to the top of powerful inclusive interest groups that interact with a more or less
centralized government in bipartite or tripartite bargaining arrangements, their influence
is strong and they lend a rational-responsible bias to the policy process. In least-
corporatist political economies their influence is limited and erratic. The United States,
for instance, is loaded with experts and intellectuals, but their voices are cast to the
winds. Moreover, there is no shortage of single-issue evaluation research and demonstra-
tion projects. But research focused on a single program obscures the interaction and
interdependence of many programs (e.g., education in schools, job training programs, and
job creation) and, in any case, evaluated success has little to do with program funding.
Wilensky’s law applies to the least-corporatist democracies: the more evaluation, the less
program development; the more demonstration projects, the less follow-through (chap. 2,
pp. 100ff. and chap. 14).

Although it can be argued that the U.S. is extreme in the politicization of research and
the disjunction of knowledge and power, ideas do make their way in the long run, even in
cultures that are most populist and anti-intellectual. This is evident in the 30-year intellec-
tual ferment regarding social security and labor legislation preceding FD�’s New Deal,
and a similar 30-year lag between comparative research on health-care delivery systems
and President Johnson’s Medicare and Medicaid (Wilensky, 1997; cf. Polsby, 1984).

. Great difficulty in linking national policies that belong together. Chapter 2 reports results
of our eight-country study of the interdependence of industrial, incomes, active labor-
market, and social policies. I show that a decentralized and fragmented government can-
not use equally fragmented and uncoordinated labor unions, employer associations, and
trade associations to formulate and implement policies that crosscut industries, functions,
and policy domains (social security, health care, industrial policy, or incomes policy).
They can be used only where policy is narrow and disconnected from broader concerns
(cigarette labeling, air traffic control, drug packaging). When such a system confronts a
major problem, its fragmentation is a formidable block to effective action. For example,
many politicians, labor leaders, academics, and advocacy groups have argued that indus-
trial restructuring and freer trade require that the workers, firms, and communities bear-
ing the burden of change must be compensated by programs of retraining, job counsel-
ing, relocation, and targeted public investment. In the U.S. and the UK these debates
have led to many meetings among sophisticated business leaders, academics, and a few
labor leaders. But the representational structures necessary for formulating and imple-
menting a national response is missing; little action occurs. Even where incumbent lead-
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ers—not merely outside intellectuals and elder statesmen, but men and women of
power—are aware of the imperatives of policy linkage and try to act, implementation
falters, as we have seen in the sorry tale of the Trade Adjustment Assistance Act of
1962 and in President Clinton’s failed effort to pass a comprehensive health-care reform
bill in 1993.1

In contrast, we found that the linkage of major economic and political actors in cor-
poratist bargaining systems facilitates policy linkages; it encourages those tradeoffs that
improve economic performance in the long run.

. Economic organization and performance. Is the U.S. uniquely laissez-faire? Again the
United States has the company of least-consensual democracies. Chapter 12 explores the
ranks of our 19 countries in real GDP growth per capita, inflation, and unemployment,
equally weighing the three measures. The most important sources of good economic
performance are corporatist bargaining arrangements (with or without the full integra-
tion of labor), high rates of capital investment, labor peace, and worker participation in
the community and workplace. Democratic corporatism also fosters restraint on nominal
wages in the face of external inflationary shocks. A political economy that fosters labor
peace has an edge in adaptation to severe pressures.

Sheer level of taxes and social spending has no consistent economic effect, but the
structure of taxes and social spending is often important. The positive impact of high
social spending as a trade-off for labor peace and tax concessions to industry and thus
enhanced growth and inflation control fades after 1973 and is nonexistent after 1979. But
in no period and for no measure of performance is social spending a significant drag. Similarly,
high total tax levels have a positive effect on economic performance before 1974 because
they permit generous social spending and promote labor peace but have no effect there-
after. Thus the claim that the burden of high taxes and lavish social spending is the
prime cause of economic troubles misses the point. There are countries with low levels
of taxing and spending that have done well ( Japan, Switzerland) and countries with high
levels of taxing and spending that have done well (Germany, Austria, Norway). And the
poor performers include countries with lean taxes and spending and lavish taxes and
spending. Insofar as taxes and spending shape the economy, it is their structure that
counts, not their levels.

Contributing to the corporatist edge in economic performance for most of the postwar
period is a tax structure emphasizing least-visible taxes. Consumption taxes, because they
are negatively related to strikes and positively related to capital formation, foster economic
growth for almost all of the postwar period. Social-security taxes restrain inflation in nor-
mal times (1965 – 74, 1985 – 89) but have no effect just after the oil shocks; only in
1980 – 84, the period of severe multiple shocks, did these payroll taxes lower growth.

�egarding the structure of spending, the data generally show that an emphasis on
means-tested, stigmatized benefits drains off investment, increases unemployment, and in
1980 – 84 was a drag on growth. The better-performing corporatist democracies, in con-
trast, emphasize universal categorical benefits and family policies.

Less complete data or data for fewer countries show that spending on civilian research
and development and on education and training (with the accent on instructional ser-
vices and high universally applied national standards) fosters good long-run economic
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performance. Avoiding high levels of military spending and bureaucratic bloat also helps.
Avoiding lawyers and adversary legalism, which contribute to bureaucratic bloat, is also a
good idea. But a surfeit of lawyers reflects the absence of strong institutions for conflict
resolution; lawyers are more a symptom than a cause of polarized politics subversive of
the economy. Finally, the less intrusive regulatory regimes of corporatist democracies are
not only more effective than the confrontational styles of less consensual democracies but
are also a factor in their long-term competitive edge.

Limited data suggest that income equalization, the reduction of great disparities be-
tween rich and poor, may enhance economic growth, but it is also possible that prosper-
ity is a source of equality. In any case, in the long run more successful economies are also
more egalitarian societies.

In short, if economic performance is at issue, the U.S. generally shares the below-
average record of the least-consensual democracies from 1950 to 1974 and a mixed per-
formance from 1974 to the early 1990s. Only in 1993 – 99 did the U.S. by some mea-
sures lead the pack. There may be an interaction of a dozen variables disruptive to good
steady economic performance: fragmented and decentralized democracies with high rates
of mobility, strong minority-group cleavages, and many young people (who are not
working or have little work experience) exhibit high strike rates, spend a lot on the
military and on means-tested public assistance, evidence bureaucratic bloat and intrusive
styles of regulation, rely on visible taxes, including property taxes, have low capital invest-
ment, are overloaded with lawyers (lack other means of conflict resolution), and are vul-
nerable to tax-welfare backlash movements.

The whole syndrome of unfavorable structures, demographic forces, taxing and spend-
ing policies, and political responses makes it difficult to manage a modern economy.
Countries that come close to fitting this description include the United States, UK,
Canada, New Zealand, Australia, and Ireland.

Since the early 1970s the Anglo-American democracies have increasingly chosen the
low road to economic growth and job creation (chaps. 7, 13, and 17): low and stagnant
or declining wages; intensive use of low-skilled, least-educated workers in large, expand-
ing sectors (e.g., retail trades); a widening spread between high-wage, high-skill workers
and the least-educated; emphasizing low value-added products and services for much of
the economy while upgrading processes and products in the most-sophisticated sectors
that employ a minority of the workforce; meager investment in both physical and human
capital; increasing reliance on subcontracting, a system of low-wage, no-benefit workers
concentrated in small firms, themselves highly unstable, who are pressed to cheat on
payroll and other taxes and evade minimum wage and safety laws; the rapid spread of
contingent labor and unconventional schedules; decreasing job security for most of the
workforce; greater concentration of wealth; increasing poverty and inequality, and associ-
ated mayhem. The corporatist democracies of continental Europe and Japan followed
various versions of the high road: greater participation of unions in workplace and com-
munity and in national policymaking; relatively high wages, greater job security; labor
and social policies that retard the growth of the contingent economy; heavy investment
in human capital; more stable relations between large corporations and their
subcontracted suppliers and salespeople; high productivity (working smarter, fewer
hours); a lesser spread between high- and low-wage workers; much lower poverty and
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inequality; and a concentration on high value-added products and processes, with �&D
that accents the D. And they avoid the worst pathologies of poverty. While the increas-
ing autonomy of central bankers obsessed with inflation, suspicious of growth, and un-
concerned about unemployment contributed to the high unemployment rates of the
1990s (chap. 17), the high-wage short-hours strategy at its extreme may also have played
its part in the 1990s rise in unemployment in some of the corporatist democracies.

Chapter 12 explains why Japan and the USA by some criteria traded places in the
1990s as “Number One.” In both cases it was an unusual convergence of circumstances
with little structural change. Further, in 1990s productivity the U.S. is far from #1; and
in productivity growth it is still a laggard (see pp. 445– 449). We certainly cannot at-
tribute U.S. 1990s success in job creation and reduced unemployment to unfettered free
markets. No market is without its regulatory guidance. In fact, all rich democracies evi-
dence heavy state intervention. All of them expand similar programs comprising the
welfare state and in 1995 ranged between 33% and 63% of GDP moving through the
public sector; all adopt various mixes of regulation of economic transactions; when they
try deregulation, they soon reregulate. In fact, the regulatory machinery of the U.S. is
more intrusive (and inefficient) than that of most rich democracies, as we have seen in
chapters on the environment and occupational health and safety (15) and health care
(16). Although the mix of public and private shares of total health-care spending varies,
no country has a public share less than 42% (table 16.3). In size of government measured
by public employees as a percentage of the labor force, the U.S. joins the two highest
categories—noncorporatist democracies with strong minority-group cleavages and left-
corporatist countries with weak minority-group cleavages. In bureaucratic bloat the U.S.
has plenty of company (chap. 9, tables 9.1, 9.2, 9.3). Similarly, the private/public mix in
the financing of “private,” “voluntary,” nonprofit organizations varies cross-nationally but
the very least reliance on government is almost a third (chap. 2, note 10).

The notion of the U.S. as a uniquely high-risk-taking, entrepreneurial country with
heavy reliance on free markets is, to say the least, exaggerated. From the savings and loan
bailout of the 1980s to the 1998 Federal �eserve rescue of the Long-Term Capital Man-
agement hedge fund, or the Fed and Treasury arranging measures with banks and host
countries to make whole most of the speculative high-risk, high-reward U.S. lenders to
Latin America, the wealthiest investors have achieved a New Deal for entrepreneurs. If
by the impersonal workings of the market—that is, their greed and foolish mistakes—
these high rollers are threatened with big losses, the government steps in to assure their
security and continuity. In essence they share risks by shifting their losses to society,
taxpayers, and employees (the S & L bailout cost at least $300 billion).2 More significant
and more expensive cumulatively is the great range and depth of routine government
subsidies to business and industry, some serving the public interest, many not. This is not
to say that no entrepreneur goes bankrupt. Nor does it mean that Silicon Valley is not
filled with innovative firms. It is to suggest that the image of risk-taking entrepreneurs is
misleading not only in the financial and other areas discussed above but in places like
Silicon Valley, in view of the pay packages, stock options, golden parachutes, and govern-
ment infrastructure and tax subsidies typical of both big and little businesses in these
growth centers. When things go wrong for a firm in Silicon Valley its executives and
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engineers have little trouble moving sideways or up. It is not only the American masses
who seek security and predictability against the vagaries of the market; it is the Ameri-
can corporate elite as well. It is ironic that these government-protected risk-averse cor-
porate operators, all recipients of corporate welfare as well as lavish private benefits, rail
against government intervention in the market and know so little about the other side of
the digital divide. They are in a comfortable cocoon so insulated from the majority of
the population that they cannot imagine people who are nonaffluent for reasons beyond
their control.

In comparative perspective is there anything left that we can call truly exceptional about
the U.S.? If we are willing to see the U.S. as an extreme case within the noncorporatist
fraternity and call that exceptional, then there are at least eight patterns of behavior where
differences in degree are perhaps differences in kind: the size, excellence, and diversity of
higher education; the dealignment of parties; the swift rise of the commercial media in pol-
itics and culture; the polarization of congressional politics; arcane Senate rules that thwart
the will of even substantial majorities; the criminalization of politics; the heavy weight of
lawyers and judges in shaping public policy and the related pattern of adversarial legalism;
and a score for murder, mayhem, and imprisonment that puts the U.S. in a class of its own.
All of the above sometimes results in lengthy public-policy paralysis, which I shall discuss
in the final section.

. Almost universal postsecondary education. As we have seen in chapters 1 and 12, de-
spite a long-term convergence toward universal compulsory schooling and mass higher
education, the U.S. is still unique in the diversity, openness, and excellence of its higher
education institutions and in its extraordinary neglect of K– 12, evident in a poor perfor-
mance compared to other countries.

. Party decline. There is no universal dealignment of parties or decline of party sys-
tems. And the U.S., the textbook case of party decline, shares this trend with those
democracies that have plurality, winner-take-all electoral systems, and an absence or ero-
sion of strong, broad-based mediating associations—inclusive unions, labor federations,
employer federations, and churches (e.g., the UK, Canada, New Zealand, Australia).Yet
compared to these other countries vulnerable to mass-society tendencies, the U.S. is extreme in party
dealignment (chap. 11). Since the mid-1960s the U.S. has experienced a rise in confronta-
tional partisanship, as ideological positions hardened in each party and political polariza-
tion intensified. Indicators of dealignment in the electorate put the U.S. at the top of the
countries for which reasonably comparable data are available: a decline in trust in politi-
cians, government, and parties; a decline of party influence in the presidential nominating
process; diminished strength of party identification among whites and the young; decreas-
ing turnout in voting, and a drop in the percentage of adults doing campaign and party
work or making campaign contributions; and an increase in random voting—ticket-
splitting and to a lesser extent party-switching. The spread of the initiative and referen-
dum adds to party decline by creating bewildering complexity and voter fatigue. Third-
party activity in the United States, while an ambiguous indicator of dealignment, has
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speeded up in the last 30 years. As we have seen in chapter 3, the political vacuum cre-
ated by the decline of broad-based mediating associations, including center-left and 
center-right parties, is filled by the mass media, single-issue interest groups, populist dem-
agogues of the right and left, lawyers, and courts.

. Commercial media dominance. In only a generation or two the United States has
become an extreme case of the rising influence of the media of mass communication
and entertainment. Minimal effects theories that accent self-selection of exposure or
predispositions formed in social groups that insulate individuals and their families from
direct media influence miss the main story. Substantial segments of the audience in fact
expose themselves to uncongenial communication. Where the issue is technical, abstract,
or distant—an increasing proportion of the agenda—neither local groups nor larger asso-
ciations provide a guide, and people rely on the media. Where there is sustained satura-
tion coverage of an alleged crisis, scandal, or crime, the media reach large heterogeneous
audiences and have substantial impact, especially among the apathetic or inadvertent
viewers or readers.

More important limitations on minimal effects theories are three themes in chapter 3.
First, if offsets to media power are mediating groups and subcultures, then we must at-
tend to national variations in the vitality of these groups and the nature of participation
in them; the U.S. shows most erosion of the types of associations that encourage wider
civic attachment. Second, the long-run cumulative exposure to all the media has a large
and increasing effect; the media contribute to subtle shifts in values and beliefs. Third,
cultural elites who could set high standards for media content increasingly abandon the
attempt. These trends open the way for the direct reach of print and broadcast media.

Over the past 30 or so years, the American commercial media have become increas-
ingly competitive, frantic, sensational, negative, afactual, aggressively interpretive, and anti-
institutional. They have created or escalated continual scandals, undifferentiated crises,
and public cynicism about politics. They are increasingly important in setting the public
agenda. With the massive interpenetration of the print and broadcast media, broadcast
talk shows—with their inflammatory rhetoric, their “gotcha” journalism—emerged as
the dominant model for all. The tabloidization of the leading newspapers is the most
dramatic illustration. Both the ascendance of the broadcast media and the shift in style
and content toward the talk-show model imply a less-informed electorate and a decline
in high culture. The erosion of elite standards is at the root of these trends.

Changes in elite standards are themselves largely a product of the structure and
financing of the American media—the organizational and occupational requirements of
commerce and competition and the absence of a strong, well-financed, standard-setting
public broadcasting network. Cross-national comparison pins this down. Democracies
that combine strong financing for public broadcasting, usually from a tax on households
using television sets; media regulations that prohibit or limit political commercials, and
assure free access for political parties and/or candidates during campaigns, and in other
ways ensure cultural and political diversity in broadcasting year-round—these public
policies permit them to avoid the worst pathologies of American media. A strong public
broadcasting presence means more substantive content, more emphasis on parties and
policy issues in politics, more educational-cultural programs, and arguably, somewhat
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higher general quality. The United States is the only rich democracy that forces candi-
dates and parties to spend huge sums of money for media access; all other rich democra-
cies make plenty of room for candidates to speak for themselves at public expense. Al-
though there are signs that European democracies and Japan are to some extent moving
toward the American commercial model, these differences in financing and regulation
still make a difference in the quality of media and hence the quality of culture and poli-
tics. And the even larger national differences in the amount and kinds of social participa-
tion and the strength of civic engagement make a big difference in the capacity of
elected officials to offset the power of the media in setting the agenda. In short, while
the media may become American in the long run, for the moment the U.S. is extreme
in the lack of regulation of the broadcast media and the weakness of organizational
offsets to media influence; it is unique in the limited access of politicians to free media,
hence the extraordinary and exploding cost of campaigns.

. A load of lawyers. Chapter 12 (on economic performance, table 12.11) shows that
in lawyers as a percentage of the labor force, the U.S. and Israel are most lawyer-loaded,
far ahead of other lawyer-rich democracies—Finland, Canada, New Zealand, Australia,
UK, and Ireland. (And Israel, while first in lawyer density, is last in lawyer growth.) Ex-
cept for Finland and Israel, all corporatist democracies are very low in lawyer density.
The main reasons: An abundance of lawyers and judges appears only where alternative
mechanisms of conflict resolution erode and where political polarization increases.

The U.S. is an extreme case in the judicialization of major public issues. In the past
half century, doctrines of liability have become more hospitable to lawsuits; tort filings,
like family law cases, have soared. Since the mid-1960s the spirit of adversarial legalism,
the demand for “total justice,” has spread to new areas of American life—to labor rela-
tions, minority/majority conflict, environmental regulation, occupational health and
safety, health care, and welfare. Litigation has accelerated as have the direct and indirect
costs. While a few other countries have an abundance of lawyers, the U.S. stands out in
the density and power of its lawyers. Adversarial legalism is so widespread and so highly
developed that some aspects are, indeed, unique: compared to other rich democracies the
U.S. now has far more complex legal rules, more formal adversarial procedures for re-
solving political and even scientific disputes, more punitive sanctions, more costly litiga-
tion and more unpredictability and reversibility in legislative, administrative, and judicial
decisions alike. In the frequency and strength of judicial review of its laws and interven-
tion in executive branch decisions, the U.S. also leads, although France and Germany are
close by.

An abundance of lawyers is more a consequence than a cause of mass-society tenden-
cies in the United States. The likely sequence is this: the numerous fragmented and de-
centralized interest groups; a fragmented, decentralized government structure; and the
dealignment of parties together open the way for dominance of the media in symbiotic
relation to single-issue movements and political demagogues. Under these circumstances,
the president, executive agencies, Congress, and state legislatures have increasing difficulty
resolving conflicts over major public policies. They often dump such problems on the
courts. Lawyers and judges enter the fray, reinforcing already well developed confronta-
tional tendencies.Vacuums of power create the demand for lawyers; when lawyers appear,
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they create a demand for one another, exacerbating adversarial legalism and increasing
the cost of doing business in the economy and polity. These tendencies, while not
unique to the U.S., have been most fully developed in the U.S.

Lawyers and judges are ill-equipped to run prisons and schools, integrate neighborhoods
or universities, or manage similar problems. In decisions that at least appear reasonable, in
cases of overcrowded and abusive prisons or segregated schools, they end up supervising
and second-guessing wardens and guards, school boards, principals, and teachers who know
the complexities firsthand and often lack the resources to carry out court commands. Not
all decisions have even a superficial appearance of common sense. For instance, in 1997 the
Supreme Court faced a suit that charged the president with an incident of sexual harass-
ment several years earlier. In Clinton v. Jones the Court told us that a sitting president may
be sued in civil court during his tenure because this will not create a media circus and
distract him from his duties, the District courts being perfectly capable of conducting quiet,
proper proceedings. Such decisions betray the Justices’ insulation from life. In the most
favorable interpretation, lawyers and judges are merely applying the law and pursuing jus-
tice in areas beyond their grasp, beyond their competence.

. Polarization of congressional politics and Senate rules that thwart the will of even sub-
stantial majorities. Despite signs of increasing strength of parties-in-government—
increasing party-line voting in Congress, an occasional strong leader with greater 
influence over committee chairs—there is simultaneous growth of confrontational
partisanship, as ideological extremes prevail in each party and political polarization
intensifies (see chap. 11). Like the checks and balances of the U.S. Constitution, Senate
rules were designed to make policy change difficult. But with rising polarization in the
past 20 years, there has been a dramatic rise in abuse of the rules. We see this in the
extraordinary lengthening of time between the president’s naming an appointee and
Senate action on confirmation. JFK averaged two months from naming to confirma-
tion; both Bush and Clinton averaged eight months with some recent appointees for
judgeships cooling their heels for four years, unable to get a vote. Worse, the process
of investigation and evaluation became poisonous, marked by invasions of privacy, per-
sonal attacks on appointees and their families, and the demolition of reputations. In
addition, the process now involves a maelstrom of complexity—an enormous number
and length of forms to fill out that serve no proper function. Naturally, the process has
become a barrier to recruitment of talented people. An epidemic of Senate filibusters
or threats of filibusters is at the root of much of this paralysis. It takes a supermajority
of 60 votes (out of 100) for cloture to halt a filibuster. From 1990 through 1996 there
have been 155 attempts to end filibusters, an average of 22 per year, compared to fewer
than one per year 1917 – 67 and just over 10 per year 1968 – 89 (Congressional Quar-
terly, 1998, pp. 1102 – 1105).

. The criminalization of politics. �elated to the polarization of politics, the tabloidiza-
tion of the media, the proliferation of lawyers, and increasing deadlock in Congress is the
criminalization of politics. There is an increasing tendency to search the financial records
and private lives of political opponents not merely for signs of poor judgment or wrong-
doing but for opportunities to accuse them of criminal behavior. As American politics
grew cleaner, accusations of corruption climbed. In the past eight years Congress has
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conducted multiple, overlapping investigations of scores of civil servants and White
House officials, including four cabinet officers.

The use of public institutions—the judiciary, the congressional oversight function—to
conduct relentless personal investigations designed to destroy political enemies is
described in chapter 3. Of course other countries have had their scandals in high places.
And scandalmongering and real corruption have a long history in American politics—
Senator Joseph McCarthy’s crusade against the alleged treason of Communists and as-
sorted leftists and the web of corruption in the administrations of Ulysses S. Grant, War-
ren Harding, and �ichard Nixon. But except for Italy, and until recently in the U.S., the
scandal machine never had such resonance, scope, and duration. Since the Nixon con-
spiracies and the Independent Counsel Act of 1978, a new growth industry has
emerged; it consists of ethics police, watchdog groups, congressional investigators cum
prosecutors, and journalist celebrities posing as investigative reporters. No gossip is too
trivial, no source too questionable, to feed this machine. Imperial prosecutor Kenneth
Starr, unconstrained by the normal standards of criminal prosecution, driven by puritani-
cal zealotry, was able to parlay his five-year investigation into a yearlong media circus
culminating in a partisan impeachment of President Clinton for a sex-and-lies scandal.
An epidemic of high-cost negative campaigning accelerates the trend (chap. 3 analyzes
the impact on politics and culture).

. Murder, mayhem, and incarceration. Again there are both common trends among all
our rich democracies, substantial differences by types of political economy, and an
American extreme. Since 1970 murder rates and related crimes of violence have in-
creased in most rich democracies. To broaden the discussion of risks and compare the
performance of governments in enhancing safety, I devised a measure of mayhem—
external threats to the person from the social and physical environment, threats that are
usually unpredictable, often catastrophic, always momentous, and can be reduced by
public policy. The four for which cross-national data are available and which are highly
correlated with one another over time (deaths from homicide, deaths from fire, unem-
ployment rates, and divorce rates) constitute my mayhem index (chap. 14). (Public pol-
icy cannot much affect divorce rates, but it can mightily reduce the shock to the fami-
lies and children involved.)

Affluence and its correlates, especially mobility and meritocracy, explain some of the
common trends and the national differences in both murder and mayhem. Democratic
corporatism, however, provides a general offset to modern tendencies toward mayhem
because it opens up channels for shared power by economic interest groups. It fosters
high rates of citizen participation through workplace participation schemes (see chap. 1)
and through some form of proportional representation (chap. 2 shows that P� is a major
source of corporatist bargaining systems). More directly, corporatist democracies tend to-
ward high social spending, itself a powerful source of consensus (chap. 5), and they avoid
divisive public policies such as welfare benefits that are heavily means-tested, stigmatized,
and visibly targeted to the poor (chap. 8). Finally, they pursue both social and economic
policies that reduce inequality and poverty—the strongest proximate causes of mayhem.

Consensual bargaining arrangements in the polity and economy and their policy out-
comes not only offset general tendencies toward mayhem rooted in industrialization; they
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also offset the unhappy effects of strong minority-group cleavages, which otherwise create
much mayhem, as we saw when we compared such unruly countries as the United States,
Canada, and the UK with such calmer countries as Switzerland and the Netherlands.

What is unique about the United States is that it is extreme in both murder rates and
the broader mayhem index and their causes. Comparing either 19 countries or the 50
states of the U.S., what accounts for high rates of murder is the interaction of poverty,
inequality, family breakup, and dense urban living. What accounts for high scores of
mayhem are means testing, inequality, and poverty, the absence of a family policy, and the
correlates of industrialization (mobility and meritocracy, and minority-group cleavages).
No one of these alone predicts either murder or mayhem; all together give the U.S. its
extreme position. The decline in murder rates and related violence in the most violent
U.S. cities after 1993 is partly explained by reductions in poverty, inequality, unemploy-
ment, and number of youths, improved gun control and job opportunities, and less surely,
an increase in tough community policing. But compared to other rich democracies the
U.S. is still tops in violent crime and mayhem.

Also unique to the U.S. is the response of politicians and the criminal justice system
to crime, the rise in a crackdown mentality that has led to a prison boom—the highest
incarceration rate in the civilized, democratic world. By applying long, fixed prison terms
to drug users and hardened criminals, nonviolent and violent criminals, to criminals way
past their prime and young thugs alike; by removing judges’ discretion in sentencing; by
neglecting forms of parole, prevention, and rehabilitation that have had demonstrated
success, we have managed to create a federal and state prison population of about 2.1
million. If we combine adults on probation, in jail or prison, or on parole in 1997, the
figure rises to 5.7 million at an annual “corrections” cost of $37.5 billion in 1996 dollars
(U.S. Bureau of the Census, 1999b, tables 385 and 504).

The crackdown mentality also increased police and prosecutorial misconduct and
incompetence, as suggested by the 1999 revelation by the Los Angeles police chief that
dozens of people are known to have been framed by the police and by police confessions
that at least two unarmed gang members were shot. Similar incidents of police abuse
occurred across the country, most dramatically in New York, New Jersey, and Washing-
ton, D.C. Excessive zeal in pursuit of the bad guys is not typically corruption, where
police join thieves, deal dope, or take bribes. Instead the police, operating in a dangerous
environment, are responding to the sometimes-hysterical but always-consistent demand of
the public, politicians, and prosecutors and their supervisors that they apprehend and help
convict criminals. Stretching the truth to put a known bad actor away comes to be seen
as righteous protection of the community. When the police and prosecutors cross that
line, as they have in Los Angeles, they may start down a slippery slope that ends with
framing a suspect for murder.

Policy and Politics3

The Idea of Policy Paralysis

All rich democracies must cope with similar social and economic problems. Many students
of American politics suggest that the U.S. is paralyzed in dealing effectively with those
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problems. They often list their favorite policies and call it paralysis when these are not en-
acted. A more precise definition is needed. Clearly where (1) both elites and masses favor
a policy or program, and (2) other countries have acted successfully, and (3) there is no ac-
tion in the U.S. for long periods, say 25 to 50 years, we can call it paralysis. Examples that
approximate this idea include national health insurance, effective gun control (domestic dis-
armament), family policy (including long-term care for the frail elderly), serious investment
in raising standards for K– 12, policies to reduce violence in the media and to increase party
and candidate access to the media in election campaigns.

This disjunction between public policy and public opinion as well as elite inclinations
is evident in chapter 5 on the welfare state, 10 on tax-welfare backlash, 11 on party de-
cline, 4 on postindustrialism, and 16 on health care. I believe that there is an agenda around
which a political coalition could be built to reduce paralysis. But to identify it we must first
cut through the vast confusion of language reflected in media diffusion of slogans about
“moderation” or “centrist politics.” Then we must ask, What potential progressive coali-
tion could be created and persist long enough to break deadlocks on these issues, where in
the political spectrum does it lie, and what election reforms and results are required?

The Myth of Moderation and the Rightward Shift

In the mandate mongering that follows every election, the media pundits of the 1990s told
us that the victories of the �epublican right (e.g., in 1994) signified the electorate’s dislike
of “big government” and that the elections of Bill Clinton and Tony Blair were the triumph
of centrist politics, by which they meant “fiscal responsibility,” “balanced budgets,” and
“control over entitlements,” as well as the neutralization of right-wing claims that Democrats
in the United States and Labourites in the United Kingdom were soft on crime and wel-
fare cheats. Joined by many academics, the pundits now see a major shift toward the “vital
center” (what Europeans call the Third Way and what left critics call the “dead center”).
According to this vision of voters’ motives, the Clinton-Blair victories were possible because
“New Democrats” and “New Labour” appealed to moderate, affluent voters searching for
financially prudent government that would be more market-friendly. There is some truth
to the claim that many voters were attracted to the left articulation of values of work and
family security; this tapped into widely shared sentiments (including the idea that govern-
ment must ensure public safety)—sentiments that are long-standing and more universal than
“moderate.” But this vision of centrism misses both the social composition of the center-left
vote and the themes that, in fact, appealed to Clinton-Blair voters. In both countries, vic-
tory was based on the return of the middle mass—the �eagan Democrats, the Tory lower-
middle and working-class voters—and the candidates’ pledges about jobs, education, medi-
cal care, and tax fairness. These are rather old populist-left concerns. The only pollster who
served both Clinton and Blair, Stanley Greenberg (1997), is adamant that the main reason
voters gave for voting for Clinton in 1996 was his defense of Medicare, social security, and
expansion of educational opportunity. In 1992 it was Clinton’s pledge to create eight mil-
lion jobs, expand public investment, and guarantee health-insurance coverage for everyone.
Equally important, he promised to raise taxes on the wealthy, move people from welfare to
work, and get tough on crime. Similarly, the Blair voters in 1997 wanted “a government
that would slow privatization and diminish inequality” (p. 44) while it saved the National
Health Service (Blair promised to increase NHS spending each year, to cut the waiting list,
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to increase the number of nurses and abolish Thatcher’s “internal market” for health care).
British voters also responded to Labour’s pledge to increase the percentage of GDP going
to education, shift state subsidies from private to public schools, institute a minimum wage,
stop the privatization of pensions, sign the European Social Charter, and tax excess profits
of utilities to finance 250,000 government-created jobs for the long-term unemployed. In
the 1990s, Greenberg concludes, “both countries voted for reformed center-left parties that
would fight the extension of �eaganism and Thatcherism and that would strive to make
government work for ordinary citizens” (ibid.). Data in chapters 5 and 10 on welfare-state
retrenchment and backlash show that mass opinion everywhere continues overwhelmingly
to favor the core programs of the welfare state. And, when pollsters offer questions that con-
nect program support with willingness to raise taxes to pay for favored programs, the sup-
port remains strong—in the United Kingdom, steadily increasing in the 16 years leading up
to Blair’s huge victory (table 10.1). More significant is the fierce mass resistance to govern-
ment efforts to cut universalistic social programs in all countries, evident in chapters 5, 10,
11, and 16.

In short, nothing in the voting and opinion record of the 1990s in these two presum-
ably most free-marketeer democracies shows a shift toward the centrist politics of media
invention, let alone a shift to the right. In the sense that large majorities of voters reject
extremes of the sectarian right and left, “centrist” politics is here to stay. But beyond that
vague idea is a host of mass preferences, voting patterns, and party appeals that point to a
left-of-center majority in the United States, as elsewhere.

The Social Composition of a Center-Left Coalition

The components of a progressive coalition that reflects mass preferences include six group-
ings of voters: (1) Most of the middle mass, provided tax fairness, education, family policies, job
security, crime control, and the protection of universalistic programs of the welfare state are
central in party appeals, offsetting racist and nativist appeals. (2) Women, including single
women and single mothers, who everywhere are attracted to left parties that support family
policies, educational reform, expanded health care, active labor-market policies, and environ-
mental protection, and avoid government intrusion into their private decisions about birth
and abortion. It is the development of the gender gap and the image of homogeneous affluent
suburbs that account for the myth of moderation as applied to women. “Soccer moms” are
a small minority of women voters: suburbs come in all shapes at every level of education and
income, and it is nonaffluent women trying to balance work and family who respond most
to progressive politics. (3) Labor unions—everywhere still the core of a center-left coalition.
Even with its declining membership base, the American labor movement in many recent
elections has offset the decline in Democratic Party loyalty by its vigorous fieldwork, doing
the job political machines once did; the labor vote, the core of FD�’s coalition, is still alive,
if we measure it by comparing union and nonunion turnout and voting preferences, holding
socioeconomic status constant. To say that union members are only 16.5 million (not a triv-
ial figure in itself ) is to overlook not only this recent record of voter education and mobi-
lization, but to ignore the network effect. Union members have families; union contracts cover
another million and a half nonmembers; union leaders are coalition players. Union political
influence is not only stable, organized, and concentrated in strategic states; it goes beyond the
number of members. (4) �acial-ethnic-linguistic-religious minorities and immigrants, who respond
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to left parties where they defend their civil rights, promote their social and economic inte-
gration into national life, and extend universal welfare-state benefits to minorities. Where left
candidates accent race preferences in education and jobs in their campaigns, however, they
lose majority voters. (5) Public-sector employees who, for obvious reasons, favor an activist gov-
ernment. Women and minorities are prominent among them (see chaps. 7 and 9). (6) So-
phisticated business leaders, especially those in export industries or high-tech firms who strongly
support government-imposed education standards, government support for research and de-
velopment and infrastructure investment, and who often favor family policies and active labor-
market policies. Many would be glad to have the government take over the burden of financ-
ing health care. While not numerous, they help to neutralize strident business opposition to
center-left causes. More generally, graduate-degree holders disproportionately vote center-left.
Of course these categories overlap. A black single mother who is a government secretary and
a union member covers five of six. But she is not the typical case. There is plenty of evidence
in surveys of voting behavior and political orientation that the six groupings constitute a ma-
jority of voters and respond to a center-left agenda.

Policy Implications: A Center-Left Agenda

It is highly unlikely that the United States will in the near future cut new channels for cen-
tralized bargaining that facilitate the adoption and implementation of public policies widely
supported by mass publics and most elites. It lacks the structural and ideological sources of
corporatism discussed in this book. The U.S. is not about to adopt a modified form of pro-
portional representation, create mass-based Catholic or left political parties, or launch a 
serious left challenge to the two major parties, abandon its decentralized federalism, or
transform its numerous, narrowly focused interest groups—labor, industry, commerce, pro-
fessions—into a more coherent, inclusive, and centralized system of representation. In the
absence of such consensus-making machinery, what shifts in structure are possible? What
public policies can realistically be adopted under what political conditions? How can po-
litical polarization and deadlock be reduced?

There are some modifications of law and structure that might reduce the disjunction
between stable popular demands (of which most elites approve) and policy responses. Three
of these would require major shifts in the political landscape: national health insurance, labor
law reform, and improvements in the representative and deliberative aspects of American
democracy. Such policy changes would require a rejuvenated Democratic Party, at least a
little revival of “moderate” �epublicans in Congress (most likely through a rebellion against
the dominance of the South and the Christian right in the �epublican Party), a substantial
Democratic majority in the Senate—perhaps not the two to one margin President John-
son had when Medicare and Medicaid became law, but close to it—and an activist presi-
dent with a substantial popular majority of the same party.4

. National health insurance. Chapter 16’s analysis of  why health care reform fails
makes the case against small incremental reforms to solve this uniquely American social
problem—a health-care system that costs more than that of any other democracy with
below-average results in health performance. I have recounted numerous incremental
reforms that failed to achieve their aims, as the portion of the population with poor
coverage or no coverage increased. Without a dominant public share of total spending,
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without universal coverage, without a global budget, the game of risk selection and cost
shifting is the main game in town. The uniquely extreme commercialization of the 
medical-industrial complex with its high administrative costs, a private sector that greatly
exceeds that of every other country, a chaos of private and public regulation, a very high
ratio of specialists to primary-care physicians, a shortage of nurses, and much higher use
of expensive technologies account for the poor cost-benefit ratio; they make change
difficult. The most important political barrier to the adoption of national health insur-
ance is the dominance of insurance companies. All other countries have contained their
power and confined their reach.

In view of these structural barriers, it is understandable that the center-left and even
parts of the center-right who favor national health insurance have shied away from it.
�eform efforts from Teddy �oosevelt through Truman to Clinton have failed. FD�’s
two-to-one to four-to-one margin in the U.S. Senate when he signed New Deal social
legislation did not bring national health insurance; and Johnson, with his big margin,
had to settle for Medicare for the aged and Medicaid for the poor and handicapped.
That Canada, similar to the U.S. in so many ways, including similar medical-care sys-
tems in the early 1960s, was able to achieve national health insurance at less cost and
better outcomes is explained by many small structural contrasts that in this one policy
area added up to a near-insurmountable obstacle for the U.S. My comparison of the
two countries points to a somewhat more paralyzing decentralized federalism in the
U.S., weaker demonstration effects by the states, an electoral system more unfavorable
to a left third party, the increasing use of the Senate filibuster, and weaker party disci-
pline, differences that do not make a difference for a great range of other policies and
outcomes.

Yet the popular demand for national health insurance in the U.S. remains strong and
steady; politicians of every persuasion give lip service to the idea of universal coverage.
Given the change in the political landscape described above, which could offset the
power of insurance companies, the U.S. will likely join the rest of our rich democracies
in comprehensive, universal health insurance.

. Labor law reform. If this book shows nothing else, it demonstrates the key role 
of inclusive, coordinated unions and strong labor federations in moving politics to the
center-left. It also shows that accommodative industrial relations that integrate workers
and unions into managerial decision making enhance productivity and economic perfor-
mance (chaps. 1 and 12). Finally, as one of the largest broad-based mediating associations,
the labor movement is essential to the vitality of democracy—a force that counters mass-
society tendencies (chap. 3).

Students of industrial relations have shown that a substantial portion if not most of
the decline in U.S. union density in recent decades is explained by rising management
antiunion militancy reinforced by state laws hostile to unions and collective bargaining
and the promanagement bias of the White House in the 1970s and 1980s. A full range
of union-busting devices, legal and illegal, came into play. Law firms devoted to a
“union-free environment” devised sequences of actions to defeat union organizing. Some
are legal under “free speech” doctrines: order supervisors to tell their immediate subordi-
nates about the dangers of unionism and strikes, accuse union leaders of corruption, deny
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union organizers access to the workplace, challenge the “election district” and in other
ways prolong the election campaign. Some are illegal: threaten to move the plant if the
union wins, fire union activists, threaten reprisals for workers who vote union.5 Finally, if
after a several-month campaign of intimidation, workers vote for a union, employers
increasingly refuse to agree to a first contract; they stall and stonewall. This rising em-
ployer militancy and the hostile political-legal climate that gave it expression is not the
only force accounting for American labor’s decline. Equally important is the failure of
labor to devote resources of money and personnel to the tasks of organizing. Counterin-
tuitively, the studies suggest that changes in the occupational and industrial composition
of the labor force, in the increase of women and minorities at work, in regional popula-
tion shifts, and even business cycles are of minor significance relative to the growth in
management opposition, the bias of public policy, and the weak organizing effort of
unions (e.g., Freeman and Medoff, 1984, pp. 221 – 245; Dickens and Leonard, 1985; and
�ogers, 1990). In comparative perspective, a similar and familiar message is that since
1970 corporatist democracies with centralized labor movements (except for Austria and
the Netherlands) have experienced growth or little or no decline in union density, espe-
cially if they administer unemployment benefits, while fragmented and decentralized
democracies (except for Ireland) and countries whose corporatist bargaining excludes
labor (except for Switzerland) have labor movements in decline (Blanchflower and Free-
man, 1992, table 1; Western, 1993, 1995, table 1;Visser, 1992).

As with health insurance, a major shift in the political landscape would be neces-
sary to improve the fairness of American labor law. Again a U.S./Canadian compari-
son is suggestive. As chapter 16 has shown (note 25 and Bruce, 1989), neither differ-
ences in political culture nor contrasts in public attitudes toward unions can explain
why Canada and the U.S., starting from nearly identical low union densities
1945 – 65, subsequently followed contrasting trajectories. U.S. union density declined
from about a third to the current 14% while Canadian unions—in the face of public
attitudes less favorable to unions than those of the U.S.—climbed to over a third.
Canadian labor law, almost the antithesis of U.S. law, provides the lion’s share of the
explanation. In brief, and most important, union certification procedures are auto-
matic and quick in Quebec and among federal employees if the union gives evidence
of over 50% signed cards; in British Columbia, Manitoba, and New Brunswick 55%
must sign the card. If only a minority sign, an election is held promptly after a peti-
tion is filed. There is no chance for a long employer intimidation campaign. Canadian
law also prohibits the use of permanent striker replacements, although Ontario has
modified this. Provinces covering 80% of the labor force provide for “interest arbitra-
tion” of first contracts to prevent bad-faith bargaining. Finally, labor boards are more
powerful in Canada and hear more cases more quickly than in the U.S. (Abraham and
Voos, 1996.)

It is obvious that Canadian-style labor-law reform would make a difference for labor
prospects in the U.S. The Dunlop Commission (U.S. Commission on the Future of
Worker-Management �elations, 1994), representing government, management, and acade-
mia, spells out the minimum steps needed to restore fairness: update and expand the
coverage of labor relations statutes; strengthen protection for workers’ right to organize;
speed up certification elections; give workers the same access to union spokespersons as
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they have to management spokespersons during certification campaigns; issue prompt
injunctions to remedy discrimination against employees during organizing campaigns or
first-contract negotiations; assist employers and newly certified unions to achieve first
contracts through an upgraded dispute-resolution system. The Commission stopped short
of endorsing an outright ban on employers’ practice of hiring permanent replacements
for strikers, which most students of labor relations consider essential to preserve a balance
of power in collective bargaining. Combined with new resources labor is already com-
mitting to organizing, which in 1998 – 2000 slowed the slide in union density and in-
creased membership, this agenda would go far toward revitalizing the labor movement.6

Like national health insurance, however, a substantial shift in the political terrain is a
prerequisite.

. �eform the appointment process and Senate rules. �educe reliance on initiatives and referenda.
�educe the number and duration of elections. As �obert Dahl suggests, “the plebiscitory aspect
of American political life has grown . . . without a corresponding improvement in its
representative and deliberative aspects” (1994, p. 2). I have traced the poisoning of the process
of investigation of presidential appointees, the extraordinary lengthening of time between
the president’s naming of an appointee and Senate votes on confirmation; an epidemic of
filibusters or the threat of filibusters, especially since 1990; more generally the rise of pop-
ulist politics, epitomized in California’s plebiscitory rampage, now spreading to Oregon,
Washington, South Dakota, and Utah. The behavior of Congress reflects and reinforces
political polarization and policy paralysis. Chapter 11 shows that political dealignment of
the electorate and dependence on the initiative and referendum together open the way for
the dominance of money and the media; they foster the rise of demagogues of every
persuasion, and the subversion of the deliberative and representative functions of Congress
and state legislatures. The frequency and complexity of ballots foster voter fatigue and
reduce turnout, as they have in the only two countries with an extraordinary number of
elective offices and great reliance on initiatives and referenda, Switzerland and the USA.
Finally, populist politics interacting with weak parties result in a profusion of policies
judged by almost all scholars as bad for the vitality of democracy. Examples include indis-
criminate, uncoordinated, unworkable taxing and spending limitations; arbitrary restrictions
on staffing; gridlock on annual budgets; deterioration of services; and undemocratic term
limits for legislators. Term limits, a favorite item on the populist agenda, squeeze out wis-
dom, experience, and organizational memory, while they increase the power of the con-
tinuous bureaucracy and permanent lobbyists and block expression of voters’ strong pref-
erences for popular, even outstanding incumbents. (See chap. 11.)

None of these trends can be reversed without the election of many more politicians
who respect politics and political institutions and believe in governing—the shift in the
political landscape I outlined above. When and if that occurs, modest improvements in
political processes would be possible. If the Senate voted to end filibusters with 55
votes instead of 60, this would hardly result in a tyranny of the majority. It might,
however, reduce the tyranny of the minority that now routinely prevents major issues
from coming to a vote. If Congress has a substantial majority who want to overcome
paralysis and who respect the Senate as an institution, appointments would not be
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indefinitely bottled up by a committee chairman or be destroyed by lengthy character
assassination. Individual senators could not stall action by privately asking the majority
leader to put a “hold” on the item. We could also go back to the two-month lag
between presidential nomination and Senate action that prevailed in the early 1960s.
Appointee forms could be simplified, the investigation made more professional. The
number of congressional investigations that have no legislative purpose other than de-
stroying political enemies could be reduced. Many other minor modifications of con-
gressional rules to facilitate deliberation, fairness, and accommodation in the legislative
process would be possible.

Even more difficult is the reduction of the politics of simplification, the populist
politics of manipulation and total victory. When legislatures abdicate their responsi-
bilities and pass the buck to “the people” through initiatives and referenda, the
“people” in practice turn out to be single-issue groups interacting with a growing
industry of paid “volunteers” to gather signatures and money to buy media for dis-
torted messages that elicit more money, and a fading electorate utterly confused
about the ballot. To reduce reliance on initiatives (many are in the form of constitu-
tional amendments) would again require a major shift in the political landscape.
There is no shortage of proposals on how to do this. Academics produce them by
the barrel. There is impressive consensus among experts on American politics that
the initiative and referendum subvert representative democracy. Many commissions
and conferences have been convened to consider the content and prospects of re-
form. But politicians in the current climate lack the structural props for their
courage to do the right thing. An instructive example is the California Constitution
�evision Commission appointed in 1995 by Governor Wilson of California, the
Speaker of the Assembly, and the Senate �ules Committee. In 1996 they recom-
mended changes in the political system that would restrict the initiative process,
lengthen the limit on legislative terms, and restructure local government and the
budgetary process. The proposals died upon arrival. The governor dropped it. �e-
publican leaders feared attacks from the populist left (you are denying the people
their voice) and opposed many of the recommendations. A profusion of interest
groups, left and right, each attacked parts of the reform agenda: teachers did not
want to abolish the post of superintendent of schools; tax reformers and antigovern-
ment groups and campaign reformers love the initiative as it is, by which they have
thrived. Finally, legislators do not relish having to confront hot-button issues that
they can offload to “the people.” This is another case of a coalition of minorities
with strong views overcoming a majority worried about the main drift of politics
and mildly favoring reform.

As for eliminating a few hundred of the tens of thousands of elective offices in the
U.S., or lengthening the terms of representatives in the House to reduce voter fatigue
and increase turnout, these would require a sea change in politicians’ outlook and are
highly unlikely, even more difficult than national health insurance and labor-law reform.
A more likely step forward is campaign reforms that expand media access for parties and
candidates and other modest changes that would strengthen parties and give Congress
and the Executive branch more time for governing instead of money-raising. Although
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everyone in the current system finds it enervating, these changes would still require a
major shift in the political landscape described above.

. What should be done about money and the media in politics? Current debate about
money in politics and the evil influence of “special interests” exemplifies a solution in
search of a problem. The New York Times labels “soft money” “sewer money”; Common
Cause advocates still more limits on campaign contributions and, like politicians of every
persuasion, rails against the “special interests.” What is wrong with money in politics is
not that there is too much of it; in view of the costs of media access, there is too little of
it, it is not visible enough, and it is not as widely distributed as it should be. (Ornstein,
1992; Jacobson, 1993.) And what is wrong with ritual complaints about special interests
is that groups vary hugely in their specialness; some foster wider civic attachments, others
do not. Special or nonspecial, their capacity to influence government is indispensable to
the vitality of democracy (chaps. 3 and 11).

If the problem to be solved is to restore the representative and deliberative aspects of
American politics, to raise the quality of campaign discourse, and to involve more voters
in the process, we must focus first on politicians’ access to the mass media and other
increasingly costly means of communication with voters, both during election campaigns
and year-round. Second, we must think of ways to strengthen political parties. �egarding
money: To reach voters in large political units such as congressional districts and most
states, let alone the whole country, politicians must have very large sums. That is why,
when confronted with limitations on spending, they invent “soft money” and political
action committees (PACs) that can buy media messages on issues. Soft money is individ-
ual and group contributions to state and local parties that are neither limited nor dis-
closed. The money moves between states and the national parties, too. It is usually spent
on voter registration and get-out-the vote drives, polling, and party ads coordinated with
national campaigns. It is the only money that gives both national and state parties lever-
age over candidate selection. A mounting problem for party viability is the proliferation
of self-selected entrepreneurial candidates (often weak or incompetent candidates) with
their own money-machines and separate campaigns. When and if these folks reach the
Senate or House, they owe little to the national or state parties. This intensifies the al-
ready big problem of aggregating interests and accommodating clashing ideologies in
order to govern.

Eliminating PACs and soft money without finding other means of campaign finance
would not only further weaken political parties but would make political action difficult
both for narrowly focused interest groups (corporations with a product focus, the gun
lobby) and for broadly based interest groups such as labor, churches, and many multi-
issue voluntary associations. Efforts to remove money from the system have, in fact, re-
sulted in elaborate and opaque rules that are unenforceable, coupled with the inevitable
phony charges of “corruption”; they do nothing to increase access to the media, increase
the competitiveness of elections, cut the time politicians devote to money-raising, or
strengthen parties.

Among the small steps that might help (these are adapted from Norman Ornstein,
who has long and persuasively advocated such reforms): Enact a tax credit for small in-
state individual contributions to candidates and parties, say up to $250/year. Create in-
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centives for candidates to raise this “good,” “rank-and-file” money by federal matching
funds for all such money raised over a threshold of $30,000. The tax credit for small
contributions could be financed at least in part by a 10% fee for contributions over
$1,000—another incentive to broaden the campaign base. If these two reforms were
enacted, accountability could be enhanced by timely (48-hour) mandatory disclosure of
the source of all contributions over $1,000, including PAC money. A robust system of
disclosure using the Internet would require funding a strengthened enforcement and
disclosure arm of the Federal Election Commission. Finally, to enable challengers to sur-
mount the campaign-finance barrier that now discourages many good candidates, double
individual contribution limits from the present $25,000 per year to $50,000 for federal
candidates but add another $50,000 to political parties. Incidentally, indexing these ceil-
ings to inflation would prevent the erosion that would trigger repeated combat over the
same issue.

Of all the political reforms that would strengthen democracy, the most difficult to
achieve is political party and candidate access to the broadcast media (chaps. 3 and 11
describe the ways other democracies have achieved this goal). The U.S. is unique in
forcing its politicians into a continuous scramble for money to buy media access; all
other rich democracies make plenty of room for party leaders and candidates to speak
for themselves at public expense. It is significant that whenever a campaign finance re-
form bill reaches bipartisan sponsorship in Congress, it has already been stripped of pro-
visions to provide free TV time for federal candidates. For obvious reasons Congress is
supersensitive to broadcast industry opposition (see chap. 3).

When Commerce Secretary Herbert Hoover addressed one of a series of national
radio conferences leading to the �adio Act of 1927 and to the predecessor to the FCC,
the Federal �adio Commission, he put the issue plainly: “It is unthinkable that we
should allow so great a possibility for service to be drowned in advertising chatter. . . .
There is in all of this the necessity to establish public rights over the ether roads. . . .
There must be no national regret that we have parted with a great national asset”
(Hoover, 1952, pp. 140 – 141). Similarly the Communications Act of 1934 granted
broadcasters free and exclusive use of the public airwaves in return for a pledge to serve
the “public interest, convenience, and necessity.”Yet industry has been very successful not
only in escaping from public-interest obligations but in obtaining subsidy for commercial
needs. In 1997 the government doubled the amount of spectrum space it licensed to
broadcasters; estimates of the value go as high as $70 billion, all for free—a generous dose
of corporate welfare. Throughout, the powers of the FCC to regulate broadcasters in the
public interest have been severely limited. (For detailed enumeration see Hilliard, 1991,
pp. 29 – 41, 66ff.) It has the power to lift the license of a broadcaster who fails to fulfill
public-interest obligations, but its admonitions and fines are largely ineffective.

Even assuming an administration that wants to assert the public interest, expand
access, and offset media power, it is not easy to craft regulatory regimes that would do
the job. Those who favor free airtime and/or format requirements to improve the
discourse in campaigns, redress the imbalance between incumbents and challengers, and
overcome the necessity of endless money-chasing to buy sound bites (mostly attack
ads) must solve several difficult problems: How many candidates get how much time?
How should it be divided among candidates and parties? If the government requires all
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stations to give minimum time to parties and to thousands of candidates in hundreds
of districts, what formula can account for the wide differences in media costs, market
reach, and political realities in different electoral jurisdictions? Do the reforms apply 
to radio, as well as television? What about cable, which is not licensed by the federal
government? If the loss of audience is substantial when candidates use the time, if all
that happens is an increase in Blockbuster’s movie rental profits, what has been accom-
plished? Will format requirements violate constitutional free speech provisions? Politi-
cal scientists have offered practical proposals that answer these questions. For 
instance:

1. Mandate free prime time for qualified parties in the two months preceding
presidential and congressional elections and/or provide public subsidies to buy
that time. Let parties choose what to air, as is done in most other democra-
cies. The party allocations could reflect the share of seats in the House or, if
minor parties are to be accommodated, the percentage of popular vote in
presidential elections above a nontrivial threshold. This would strengthen
parties and reduce the exclusively candidate-centered elections. Format
requirements: Time minimums (to overcome the sound bite/attack ad
pathology) and personal appearance by the candidates (to promote account-
ability for the tone of the message). In the short run, this is less politically
feasible than the following.

2. Create a “broadcast bank” or national political time bank consisting of minutes
of television and radio time on all broadcast outlets.7 At the beginning of
each election cycle every station must contribute two hours of prime adver-
tising time to the bank. The Federal Election Commission (FEC) will dis-
perse vouchers from the bank to candidates to purchase political ads. Half the
vouchers go directly to general election candidates for the U.S. House and
Senate who have raised over a threshold amount from small donors in their
district or state. The other half goes to major (and qualifying minor) parties,
which are free to distribute vouchers to candidates of their choice for any
office. Candidates who do not use their vouchers can trade them in to their
party for other resources such as phone banks or direct mail. The format re-
quirements (like those in several sister democracies): No message can be less
than 60 seconds; the candidate must appear on screen for the duration and for
radio use his or her own voice. The aim, again, is to overcome the worst
excesses of nearly anonymous attack ads. Financing: The two hours each sta-
tion contributes are assigned a monetary value based on market rates where it
originated; the vouchers are denominated in dollars, not time. Candidates and
parties can use vouchers at any station they wish. After the election, the bank
reimburses stations that redeemed more than two hours worth of free time
with proceeds it collects from stations that redeemed fewer. This ensures that
all stations bear an equitable burden and maximizes user flexibility. A ceiling
of $500 million per two-year election cycle—the estimated value of the polit-
ical time sold in 1995 – 96—should be indexed for inflation.
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All of the political reforms above could be financed in two ways, each contributing to
an upgrading of campaigns, without utopian spending limits that do not work, without
deadening the participation of mediating associations so essential to the democratic pro-
cess: (1) a tax on PAC contributions to candidates and parties; and (2) a tax on television
and radio advertising revenues. The fastest-rising cost of campaigning is those ads, which
are increasingly profitable for the stations. The tens of millions of dollars so raised could
be put into a trust fund to help pay for the tax credit for small contributions. The ra-
tionale is straightforward: Those who benefit from the current system should pay a rea-
sonable price to improve it.

A More Feasible Part of the Agenda

I see eight public-policy shifts that can be accomplished without a huge Senate Democratic
majority or a resurgence of �epublican moderates in the Congress. They would, however,
likely require Democratic control of both houses of Congress and the presidency. Coali-
tions favoring most of these policies are already evident in the behavior of past presidents
or one or the other branch of past Congresses or reforms adopted by some states. Most
have been successfully implemented by all, most, or a few of the 19 rich democracies. They
are the policies that, if adapted to American circumstances, are transferable from abroad.
Together these policies and programs would reduce poverty and inequality and their asso-
ciated pathologies; they would lessen political polarization, making it difficult to mobilize
the middle mass against the poor. Much of this agenda is a restatement of the obvious, but
reminders are often useful.

. Family policy and social security. Chapters 5 and 7 give a detailed account of what
other rich democracies have done to enhance family stability and well-being through
direct government action. “Family policy” embraces a wide range of programs designed
to assure the care of children, increase gender equality, and maximize choices in balanc-
ing the demands of work and family for everyone. It functions to (1) replace or supplement
household income (e.g., family or child allowances, rent supplements and housing assistance,
and pensions with flexible retirement), (2) offer services to families (e.g., family-planning
services, family counseling, child care, including preschools, day-care centers, before-
school and after-school leisure centers, short workdays for parents, parental leave, paid
and unpaid, leave for parents when their children are sick) or (3) serve in lieu of the family
(e.g., home help or long-term care for the frail elderly and supplementary meals pro-
grams).

Three findings are especially relevant for the U.S. as it moves toward a sensible family
policy. First these are universal, categorical programs that avoid heavy means testing or
targeting to “the truly needy.” If the benefits are income-related, the income tests are
simple—a declaration at point of service or a tax return. Also they do not kick in at
very low levels; benefits are typically reduced gradually as income brackets climb. For
instance day-care places are free or almost free for a substantial portion of the population
and copayments increase with increasing income, but no one pays the full cost. Second,
countries that have innovative and expansive policies spend very little on means-tested
public assistance; there is a strong inverse relationship between scores on my family-

Wilensky_CH18  3/14/02  2:04 PM  Page 703



System Performance

704

policy index and spending on means-tested programs. The reasons: A family policy re-
duces poverty without an intrusive, expensive apparatus of harassment of the poor; and
because its benefits are widely shared it is easier to fund. In contrast, public assistance
targeted to the nonworking nonaged poor facilitates the mobilization of the middle mass
against such symbolic targets as “welfare cheats.” Further evidence of this trade-off is the
finding in chapter 6 that public spending on pensions (including survivors’ and disability
insurance), family allowances, work injury, and, to a lesser extent, health care comprises a
package that is inversely related to spending on public assistance and higher education.
The third finding is that in no rich democracy is there a war between the generations
about any of this. Two of the strongest predictors of an expansive, innovative family
policy are the percentage over 65 and women working. In the U.S. as elsewhere, the
aged make common cause with their adult children, not merely about pensions and flex-
ible retirement but also about paid parental leave and public day care. The politics of
these family policies are integrative.

Needless to say, the lush cash transfers and services delivered by the family-policy
leaders—Sweden, France, Belgium, Norway, and Finland (chap. 7)—are expensive. But
they are so popular that funding for them is politically feasible. And the alternatives—
social problems that come from family breakup and population aging without a family
policy—are both costly and severe. Family policy pays off in the long run in poverty
reduction, productivity increases of working parents, a better life for the aged, and the
improved supervision, education, and cognitive development of children. That coalitions
for family policy already exist in the U.S. is evident in small steps already taken in recent
Congresses and proposals made by recent presidents. Most notable are the Family and
Medical Leave Act and successive increases in the Earned Income Tax Credit (EITC),
which uses a simple, confidential income- and family-composition test administered by
the I�S (chap. 8). The EITC has reduced the rate of poverty among working families; if
expanded greatly, it would have a major impact. Other steps were blocked. For instance,
proposals for publicly subsidized child care have passed one or the other branch of Con-
gress or have appeared in presidential State of the Union addresses. Chapter 7 recounts
the coalition politics that brought politicians of opposing persuasion together on this
issue. Nine �epublican senators joined Democrats to pass a child-care bill with modest
funding, the ABC Bill of 1989. It died in a conference committee. Until we are willing
to produce serious and sustained funding for training and paying child-minders, nursery
school teachers, and other educators and spread the benefit well beyond the poor, the
child care that has become routine in most other rich democracies will elude us. Child-
care provisions in the U.S. remain weak despite accelerating talk about the desperate
need for them. For those who believe that the private sector can provide such services
the record described in chapter 7 (pp. 267, 276–277) is poor. For instance, a large-scale
study of cost, quality, and child outcomes in 400 randomly chosen child-care centers
found that 40% of infants and toddlers were in conditions that threaten their health and
safety and discourage learning. With extremely low pay and high turnover of typical
child-care workers we can expect no better. Doing the job through the tax system is also
a delusion; the money moves toward the affluent (chap. 7, p. 267 and note 3).

Public pensions is an area where in 1995 the U.S. was second to last in the GDP share
of spending and ranked 14th of 17 countries in average earnings-replacement rate (table
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6.2) but has much improved over its past and ranks average on our index of flexible
retirement (chap. 7, pp. 277ff.). The main American peculiarity is the intensity of peri-
odic hysteria orchestrated by politicians and the media over the alleged crisis of social
security (the system is bankrupt, “catch-65,” “the young will never see a dime of it”).
Chapter 5 has shown the absurdity of these successive crises, alternating between claims
of the social-security trust fund’s imminent bankruptcy to the complaint that it is over-
funded, both labeled a “crisis.” We have thus far reluctantly begun to do what other rich
democracies have done to cope with the growing percentage of the aged. What other
countries do is to increase funding either through incremental payroll-tax increases or
general revenues and to trim future costs by increasing the official retirement age and by
making small technical adjustments in the basis for indexing. In this way the U.S. negoti-
ated a settlement of the alleged crisis of the early 1980s; this was accomplished by a bi-
partisan commission, a group of congressional and administration leaders and interest
groups. In 1983 the U.S. raised payroll taxes slightly, taxed benefits, brought new federal
employees into the system, and very slowly phased in a higher retirement age from 65 to
67 by the year 2027. With very little fuss this “fixed” the system for 47 years, said the
actuaries. �ecently we have undergone another cycle where both parties claim that there
is a deep crisis and promise to “Save Social Security,” this time by an accounting device
that promises to allocate budget surpluses to the cause for decades ahead. In view of the
dismal record of economic and social forecasting, a touch of humility when making such
forecasts is appropriate. To know with any reasonable precision what the cost of a na-
tional pension scheme will be even 10 or 20 years from now, let alone 30 or 50 years
ahead, we need to forecast not only the age and sex composition of the eligible popula-
tion, but also the rates of inflation, unemployment, and growth as they shape the size of
the tax base and benefit levels. It would also be necessary to predict the policies of
unions and employers and the changing character of work as they affect the taste and
pressure for retirement, the party composition of the government as it shapes tax policy,
pension reform, and immigration, and more. (Wilensky, 1997.) With all the ambiguity,
the most prudent approach is small increases in payroll taxes, phased increases in retire-
ment age, and phased extension of coverage of state and local workers, as well as taxing
benefits of the more affluent pensioners and removing the ceiling on payroll taxes. In
other words, do what all rich democracies facing more serious burdens of population
aging than the U.S. are doing—make incremental changes.

The most difficult problem posed by social-security systems everywhere is how to
craft flexible retirement systems to reverse the long-term slide in the age of exit from
work. Here we can learn from the very modest success of Swedish reforms that together
with an active labor-market policy accounts for the high rate of labor-force participation
of Swedes over 55 (see chap. 7 and table 15.3). It is surely good public policy to trans-
form the healthy aged who want to work into taxpayers, part-time workers and partial
pensioners rather than pressuring them to retire fully. The trick is to find the balance
between reductions in benefits for very early retirement and generous partial pensions for
continued part-time work for workers aged say 60 – 64 while avoiding pressure on worn-
out workers in the least-attractive jobs to postpone retirement, which necessitates ade-
quate income and medical support. It is a formidable challenge for system design. (For a
discussion of rising job discrimination against the aged see chap. 1.)
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For the reasons listed in chapter 16, health care is a more serious fiscal problem for
the U.S., and even less predictable than pension costs. Short of comprehensive, universal
national health insurance with global budgets and cost controls, or politically unaccept-
able cuts in needed services, this problem cannot be solved. Unlike pensions, the prob-
lems of adequate health-care financing and delivery do not yield to small incremental
changes and cannot wait decades before major system reforms are made.

There is much casual comment that the existing social security and Medicare systems
have done little to reduce poverty. In fact the universalistic programs targeted to the aged
and sick have been the most successful poverty-reduction programs of the past half cen-
tury. In 1965, 30% of the officially defined poor were over 65. By 2000, that figure had
fallen to one in eight. The main cause: expanded coverage and benefits for social security
and Medicare. Pension checks obviously reduce the number of “pretransfer poor.” But
half of Medicare and 70% of Medicaid also go to those who would have been poor
without these programs. (Glennerster, 2000, p. 16.) Any policy that protects these pro-
grams prevents their recipients from sinking into poverty.

. An active labor-market policy (ALMP). ALMP refers to direct government action to
shape the demand for labor by maintaining or creating jobs; to increase the supply and
quality of labor via training and rehabilitation; and to encourage labor mobility via place-
ment, counseling, and mobility incentives. Chapter 2 (figure 2.2) lists 16 types of pro-
grams that fit this idea (plus 5 that are marginal); I have reviewed evidence on their
effectiveness elsewhere (1985, 1992a). They are substitutes for such passive policies as
unemployment insurance and public assistance that make little or no contribution to
human resource use. The U.S. has adopted many active programs, from the Job Corps to
wage and training subsidies. But the funding is too meager and their average quality too
limited to have much national impact; the effort moved from less than one-tenth of 1%
of GNP 1950 – 64 to a peak of 0.52% in the late 1970s and back down to 0.18% by
1983, then up a little in the 1990s. To get an idea of what adequate funding would be,
consider that Sweden, the leader in this area, spends on average at least 2.5% of GDP on
its ALMP. That is equivalent to more than $231 billion in U.S. 1999 GNP—near Penta-
gon budget size. Even if we add the armed forces’ excellent training effort to the current
U.S. civilian effort, it would still be feeble.

Like family policy, the cross-national transferability of ALMP is easier than most policy
areas for the same reason: coalitions of the center-right and center-left have often formed
around the evidence of the effectiveness of these programs or at least around their general
appeal as a way to expand equality of opportunity and productivity. Because these pro-
grams are not exclusively targeted to the “undeserving poor” but to many groups—
displaced workers in their prime, entire distressed communities, as well as hard-to-employ
young, minorities, handicapped, single mothers, displaced homemakers, and older men—
they do not set up a backlash against funding. Because they ease the shock of industrial
readjustment, they can dampen labor’s opposition to free trade. Because the training com-
ponents of ALMP have been most successful with women, they supplement a family
policy in reducing the feminization of poverty, so prominent in American society.

In short, an ALMP for the U.S. that is serious and feasible would combine job crea-
tion; apprenticeship training; incentives for on-the-job training and retraining; work-study
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programs to ease the transition from school to work; much better vocational counseling
in high schools with continuous follow-up for two or three years; remedial programs to
increase basic literacy and improve work habits and attitudes; a much strengthened place-
ment service to increase efficiency in matching job seekers and job vacancies for every-
one, including compulsory notification of job vacancies or layoffs; mobility allowances,
relocation assistance, and rent supplements tied to mobility for workers trapped in de-
pressed areas and industries.

. Upgrade K–12. It is no mystery why the primary and secondary schools of other
democracies perform at a much higher level than ours. They pay their teachers more and
respect them more. They spend more of their budgets on academic resources. They insist
on national standards for performance, they train and educate their teachers in subjects to
be taught, and they give them more autonomy in the classroom. Both principals and
teachers expect a higher level of performance from students and comprehensive tests
measure that performance. Teachers are given time to confer with one another and plan
their work; professional development is valued. The school year and school day tend to
be longer among the better performers. This picture of our sister democracies’ K– 12
equivalents is approximated in upper-middle-class public and private schools in the U.S.
The U.S. problem is that the other four-fifths suffer from mediocre to disgraceful
schools. When discussing this problem, many politicians and some academics argue that
no big change is possible without privatizing the system and/or breaking the power of
teachers’ unions. Chapter 12 shows that if we compare the performance of private and
public schools of similar social composition, privatizing is no solution to the problem of
upgrading standards even if it did not drain funds from public schools. �egarding unions,
cross-national comparison shows that in countries with superior K– 12 performance
teachers are more highly unionized, one reason for the higher relative income and re-
spect they have achieved. And in fact, there is no unified teachers’ union resistance to
the performance pay and the school accountability proposals necessary to upgrade stan-
dards; the American Federation of Teachers supports both. In debates about reform it
has become a popular sport not only to blame unions but to bash teachers for not shap-
ing up, when, in fact, we have dumped our unsolved social problems on them—uncush-
ioned family breakup, unsupervised children unprepared for learning or orderly behavior,
rising poverty rates with related deficiencies in child nutrition and health, increasing
racial tensions and neighborhood violence spilling over into schools. Then, while we
self-righteously proclaim that our teachers are failing us, we decrease both the moral and
financial support for instructional services and let the buildings in which they work dete-
riorate (chap. 12).

The main barriers to a passable national K– 12 performance are, first, the extraordi-
nary decentralization of the system, the tyranny of locality; second, the grip of low-
standard Schools of Education on teacher training and certification, which diverts atten-
tion from academic content to dubious lists of methods of teaching and stages of child
development and aimless statistics while it turns off bright students who would otherwise
enter teaching; and, finally, inadequate funding for both preschool and primary and sec-
ondary education. Today, after increases by the Clinton administration, the federal share
of K– 12 finance is only 6.6%, lower than it was before the Great Society. If we are to
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overcome local resistance to raising standards, expand the supply of competent teachers,
reverse the deterioration of the physical plant, and make funds available for upgrading
teacher education, this federal support will have to be doubled or tripled. That these
measures are possible with a popular center-left leader and a legislature of the same party
is suggested by the large increase of 16% in the first two budgets of Governor Gray
Davis of California, 1999 – 2001. Included are incentives for professional development
and tested school performance, incentives for teachers who agree to teach in hard-to-staff

schools (it should be called hazard pay), and monitoring of student progress via a manda-
tory new Standardized Testing and �eporting (STA�) program. All the components of
the center-left coalition combined to give Davis his big victory. His campaign centered
on K– 12 reform. Business leaders added their voices in support.

To address the shortage of teachers and their poor preparation, we need to bypass or
offset the influence of Schools of Education. One way is to follow Massachusetts’ lead:
change teacher certification standards to require substantial hours of credit in an aca-
demic subject taught in high schools. Another way is to create numerous in-service
training opportunities and teaching jobs for well-educated professionals in such fields as
science, math, languages, music, and literature from the private or nonprofit sectors.
These include retirees who want part-time jobs, career changers who would like to
switch to K– 12 teaching, and other outsiders who know their subjects. (All this is al-
ready part of Governor Davis’ school reform program.) A small Teacher Corps has been
federally funded, but unless it is linked to competence testing and in-depth training it
cannot do much to upgrade standards. Some of these recruits could be tested for compe-
tency and certified via Internet courses. Of course, increasing starting pay and enhancing
opportunities for performance-based promotion and professional development would
increase the supply of above-average college graduates entering teaching.

In all the effort to upgrade K– 12, reformers need to keep the interdependence of
policies in mind. It does no good to say, “End social promotion, set high standards for
student performance” (typical of congressional amendments to appropriation bills), unless
at the same time you fund remedial education for those held back, enrich instructional
materials, reduce class size, expand early childhood education, train qualified teachers, pay
them a professional salary, and hold principals and teachers accountable for student
achievement. A useful device would be tuition subsidies and loans for the top 20% of
college students followed by loan forgiveness if they go into teaching for five years, a
kind of GI bill for talented prospects.

Although we can learn from other countries whose preschool and K– 12 performance
is better than ours, they can learn from the U.S. about how to run a system of mass
higher education. As we have seen, the U.S. is as yet unmatched in equality of postsec-
ondary opportunity, diversity of curricula, and continuing adult education. Its numerous
junior colleges and adult-education programs provide expanding opportunity for lifetime
learning, although this remains an unlikely prospect for those with very poor K– 12
schooling. One reason for the outstanding performance of elite research universities in
the U.S. is diversified funding, including extensive federal and state support. For instance,
the University of California’s 1999 operating budget of $13.7 billion, including research
but excluding capital improvements, is 25% from the state, 33% from the federal govern-
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ment, 12% from the teaching hospitals, 7% from student tuition and fees, 5% from pri-
vate gifts, and 17% from “other” (University of California, 1999).

. Kiddiecare and women’s health. Only the U.S. stands aside in the universal assertion
of public over private interests in the delivery of health care. Only the U.S. leaves be-
tween a quarter and a third of its population with no health insurance or clearly inade-
quate insurance coverage ( J. Campbell, 1999, p.1; Bennefield, 1998, p.1). Without the
great political shifts described above, the U.S. is destined to take small steps toward com-
prehensive national health insurance despite evidence that incremental changes tend to
have perverse effects because they fail to prevent cost shifting, risk selection, and com-
mercial interference in the clinical encounter between doctors and patients. In other
countries the countervailing power of government—assertion of national interests over
the interests of insurance companies, pharmaceutical firms, hospitals, physicians and other
providers—brings both full coverage and a gradual reallocation of budgets toward pri-
mary care and preventive community care, which pay off in improved national health
performance (chap. 16).

Nevertheless, if we are to take another step short of national health insurance, the most
cost-beneficial approach would be to open medical care to all women of childbearing age
with graduated copayments, and with benefits applied universally. The reasons: The U.S.
now has about one in five of its children in poverty; 57% of the poor are women; mater-
nal health even before birth has strong effects on child outcomes; and because about half
of all births are to first-time mothers, targeting health care only to women who already
have children misses half those who would most benefit from this incremental reform.
(Chap. 16 analyzes the health effects. Cf. Danziger and Waldfogel, 2000.) The combina-
tion of a family policy and providing health care to all women of childbearing age is a
major component in the interrelated policies by which most rich democracies have re-
duced poverty and inequality and their unhealthy consequences. (Chap. 16 shows why
reducing poverty and inequality each independently improves a nation’s health perfor-
mance and how the financing and organizing of medical care shapes real health.) To com-
bine “kiddiecare” (health insurance for all dependent children added to OASDHI and,
like Medicare, financed by a payroll tax) with income-tested women’s care is a cost-effec-
tive way to improve the health and productivity of the next generation nationwide. The
United States could remove itself from the honor of champion of deep poverty (table 8.4)
by linking this incremental health-insurance reform with investments in a family policy,
including measures to raise the quality of and access to child care, preschool education,
and after-school programs; an active labor-market policy; and programs to raise not only
the standard in K– 12 but also to raise the level of college attendance among high-ability
youth from low-income families (one step in that direction would be a national service
corps discussed below). If only one of the two steps—kiddiecare vs. all women of child-
bearing age—is politically feasible, targeting all children would be best.

. A higher minimum wage and an expanded Earned Income Tax Credit. In the interim
before much of the above is done and the welfare mess continues, it is important to
make work pay, so those who can work, can escape from poverty. As chapters 1 and 8
show, the U.S. remains #1 not only in household income inequality but also in earnings
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inequality. Of 10 rich democracies compared in the mid-1990s, the U.S. had both the
greatest concentration of very low wages at the bottom compared to the middle and the
greatest and increasing rewards to education, which moves earnings of the upper-middle
class and rich ever more distant from the rest (Blau and Kahn, 1996b). Of 17 of our
countries, the U.S. in 1996 ranked #12 in relative hourly total compensation—wages plus
fringe benefits—of production workers in manufacturing, using market exchange rates.
(If we use purchasing power parities, the U.S. was still behind Germany, Belgium, Aus-
tria, Netherlands, Canada, and Finland). (Mishel, Bernstein, and Schmitt, 1999, tables 8.6
and 8.7.) In real growth rates of total compensation of all employees in the private sector
from 1989 to 1996 the U.S. was almost stagnant at 0.1% per year, ranking 15th of 17
rich democracies. For all employees in the same period the U.S. turned in the worst
performance in real compensation growth based on purchasing power parities, with 0.3%
per year; production workers’ compensation fell 0.3% (ibid., p. 365 and table 8.8). Chap-
ter 12 (table 12.4) shows that the higher earnings, higher earnings growth, and greater
earnings equality of our competitors in Europe did not make their economies less pro-
ductive. By the mid-1990s several European countries, including France, Germany, the
Netherlands, and Belgium, had matched or exceeded U.S. productivity levels, the value of
goods and services produced on average in an hour of working (ibid., table 8.3). Many
others had narrowed the gap. In trends in labor productivity growth rates for 18 of our
cases, 1979 – 96, only Switzerland was lower than the U.S.; the average annual increase
was 1.9%, ours was 0.8%.

What all this says is that short of the radical wage compression of Sweden (chap. 2)
neither raising the minimum pay of the working population nor decreasing wage in-
equality is a drag on the economy. The policy implication for the U.S.: Make work pay
for the lowest fifth of the distribution. First make the minimum wage a living wage,
which it was originally designed to be, and index it to the median wage of the labor
force. The conservative opponents of the minimum wage should be grateful for this
move; it would stop the periodic beating they take from the Democrats on the issue
when it comes up in every Congress. On the merits, aside from arguments about fair-
ness, dignity, family stability, and other values served by decent pay, aside from the contri-
bution of a higher minimum wage to reducing poverty and the welfare mess, the find-
ings regarding the employment and growth effects of such increases in U.S. studies
confirm the cross-national findings. Because the beneficiaries among the working poor
must spend what they get, they contribute to consumption-led growth (two-thirds of
growth in the 1990s was attributed to consumption). More important, the employment
effects are negligible.8 When the U.S. finally approaches the minima of most rich
democracies, it can follow their lead and make it more flexible by providing a training-
wage exception to the minimum rate, thereby reducing business resistance.

The case for the second measure to reduce poverty among the working poor, who
now comprise 27% of all poor families, is discussed in chapter 8 (pp. 323–324). The
Earned Income Tax Credit (EITC) respects privacy, is invisible (a short tax form to the
I�S), and is cheap to administer; its poverty-reducing effect is well established. Begun
during the �eagan administration, at least until the mid-1990s it had bipartisan support,
and at no time has it created a big political fuss.
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These two policies, increases in both the minimum wage and the EITC, were impor-
tant sources of the reduction in poverty of the working poor from 1996 to 1999. They
have the merit of being at once politically feasible and effective.

. A large-scale voluntary program of national civic and military service. A greatly expanded
AmeriCorps is the single policy shift that would do most to reduce mayhem, delinquency,
and the balkanization of the United States. It should be seen as an alternative to military
service. The aim of both is to harness the energy, enthusiasm, and idealism of youth and
direct them toward solving pressing social problems or serving defense needs. If large
enough, it would do much to reestablish the crucial link between public benefits and civic
obligation, and thereby restore a sense of community. There are plenty of successful prece-
dents: the New Deal’s Civilian Conservation Corps and current programs such as the
Peace Corps,Vista, the Job Corps, and President Clinton’s most ardently pursued reform,
AmeriCorps, launched September 1994 as a three-year $1.5 billion program. Center-left
and center-right combined to authorize AmeriCorps. However, by October 1999 only
150,000 volunteers had been enrolled and Congress gave it a budget of $433.5 million,
much less than the president requested and $15 million less than fiscal 1999. (For the
rationale and detailed evaluation of such programs and their practical implementation see
Moskos, 1988; Sagawa and Halperin, 1993; and Perry et al., 1999.)

The central exchange in an expanded AmeriCorps is this: young men and women
agree to serve their community and nation for a fixed period in areas such as education
(assist as tutors, mentors, child-care assistants, and coordinators of such services), health
and human needs (help the elderly and frail to maintain their independence by home
care and shopping assistance, assist in hospitals, mental institutions, church-based social
services), the environment (conservation projects, park restoration), and public safety
(enhance community policing, assist in rehabilitation projects). They serve at a quite low
salary (the AmeriCorps started at $7500 a year plus free health care). In return, the par-
ticipant receives education vouchers for college, vocational education, or to pay off a
college loan (this started at $4,725 per year of work). For military service as a citizen-
soldier—on average exposing oneself to greater risks—the college benefit would be sub-
stantially larger. If both military and civilian vouchers were as generous as, say, the GI
bill, the participation rate would rise dramatically with the same benign effects.9 On
many projects the civilian service can be combined with formal and informal learning
on the job.

Beyond the gain in raising the civic consciousness of each generation of young peo-
ple, an expanded national service corps also trains and educates them for their role in a
modern economy while it brings them into contact with culturally diverse groups. We
do not need to look abroad for models; the American armed forces—combining social
integration and meritocracy—have been enormously successful at both tasks.

. Criminal and civil justice system reforms. One in every 163 Americans is in jail or
prison, a rate six times the average in Europe. The number locked up has tripled since
1980; something like a third of them are doing time for violating drug laws. Among
scholars, hawks and doves alike now agree that incarceration of hundreds of thousands of
nonviolent offenders (e.g., drug users) and violent criminals way past their prime is stu-
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pid and costly. Each 30-year-old given life imprisonment under the “three-strikes-and-
you’re-out” policy costs over one-half million dollars. That housing increasing portions
of the population for longer and longer sentences has minimal deterrent effect is sug-
gested by the fact that the prison boom coincided with the rise in crime rates (chap. 14).
Surely at the level of imprisonment the U.S. achieved by 1990, further large increases in
the prison population, like further large increases in the length of sentences, can produce
only small reductions in crime rates ( James Q. Wilson, 1994, pp. 38 – 39, explains those
diminishing marginal returns).

We do not have to await major reductions in poverty and inequality or the salvation
of the inner cities or the adoption of appropriate family and labor-market policies to
take action to reverse this nonsense. We can divert some of the huge sums now support-
ing the burgeoning prison-industrial complex to prevention and rehabilitation. We can
expand “drug courts” where people charged with possession or small dealing can opt to
go through a supervised drug-treatment program at a fraction of the cost of trial and
prison. We can mandate drug treatment for prisoners as well. We can strengthen proba-
tion and parole staffs and cut officer caseloads. Because 45% of state prisoners in the U.S.
were on parole or probation when they committed their latest crime, we need tough,
closely (e.g., electronically) monitored probation and parole combined with intensive
supervision of offenders in community programs, including literacy and job training and
the funding to back it up. (This ground is covered in chap. 14.) Some of this incarcera-
tion money could go to better training and supervision of the police and more commu-
nity policing, more funding for defense attorneys, and more judges with restored discre-
tion in sentencing. This would increase the moral authority and fairness of the criminal
justice system, especially in poverty and/or minority-group neighborhoods where there is
most intense distrust.

Another reform of the legal system that would not require a huge shift in the political
landscape is tort reform. Chapter 12 (section on lawyers) discusses the costs of the explo-
sion of civil litigation in all areas of American life. While this is often exaggerated, it is
reasonable to reduce it. In view of the left love of class-action suits and trial lawyers’ love
of contingency fees, tort reform might require a �epublican majority. However,
safeguarding rights of the injured or aggrieved while reducing the load of lawsuits is
essential. The spread of compulsory mediation and voluntary arbitration in many types of
disputes has reduced the cost of dispute resolution. No-fault laws covering personal in-
jury and accident filings have also helped.

�egarding the problem of Senate delays in confirmation of judicial nominees, to make
it more orderly and less poisonous, as it was 15 years ago, would require substantial re-
duction in political polarization.

. Gun control. Opponents of stiff gun control offer one argument based on cross-
national illustrations: low murder rates and minimal mayhem in Switzerland and Israel,
both loaded with guns in the hands of citizens, both high in social cleavages, like the
U.S. What they overlook is the multiple sources of social integration in these two excep-
tional cases. Most notably they are the only rich democracies with lengthy compulsory
military service. The young men and women in these nations not only learn gun safety
so accidental shootings are rare; they also experience the integrative effect of a national
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service that brings minorities and majorities together. Other democracies with low mur-
der rates and a disarmed population also have many sources of social cohesion absent in
the United States (chap. 14).

Gun control in a society as balkanized and fragmented as the U.S. is no panacea. To-
gether with other criminal justice reforms, however, adopting the gun control advocates’
agenda would decrease the likelihood that children and the mentally ill, and even a few
violent criminals, would lay their hands on guns. It would reduce the chances that any-
one would carry a concealed, unlicensed weapon while walking about town. Deaths
from family violence and barroom brawls would also decline because kitchen knives,
fists, and similar weapons are less effective than guns. Finally, gun control would reduce
the deadliness of property crimes; a comparison of England and the U.S. shows that New
York City has fewer thefts and burglaries than London, but much higher rates of death
from these crimes because American thieves are armed (Zimring and Hawkins, 1997,
pp. 44 – 47).

In sum: A feasible center-left agenda includes family policies, active-labor market poli-
cies, upgrading K– 12 and making preschool universal, higher minimum pay and an ex-
panded Earned Income Tax Credit, kiddiecare, a national service corps, improvements in
the criminal justice system, and gun control. Because this agenda accents universal, cate-
gorical benefits and responsibilities crosscutting minorities and majorities, the affluent and
the nonaffluent; because it is family- and work-oriented and reflects popular sentiments;
because it substitutes simple income tests, where these are appropriate, for the divisive
effects of means testing, it constitutes an alternative to affirmative action based on descent (race, re-
ligion, ethnicity, skin color). That the American left has become mired in racial preferences as
the road to reduced poverty and greater equality is a major barrier to the coalition politics
essential for both party rebuilding and the policy shifts above. A brief statement of the egal-
itarian case for and against “racial” preferences might clarify the point.

“Affirmative Action” (AA) in essence is a government classification by descent and the
allocation of rewards such as college admission, jobs, promotions, credit, and government
contracts based on that classification. As it has been developed in the U.S. in the past 25
years it has taken the form of a complex system of racial and ethnic preferences, although
the political debate often centers on blacks. The moral justification is that AA rectifies his-
torical injustices done to minorities (e.g., slavery). The practical political rationale is that racial
prejudice and discrimination are so firmly institutionalized in American society that a race-
neutral policy accenting equality of opportunity will perpetuate inequality. If America re-
ally wants either social integration or real equality of opportunity, it must use racial prefer-
ences to level the playing field. The efficiency justification is that a full use of human
resources is good for the economy. We should avoid a waste of talent by tapping the di-
verse talents of minority groups. The case against affirmative action as it is practiced in the
U.S. is equally well known: If you start, as we have, with goals and timetables, you end up
with group quotas. The result is reverse discrimination. Group preferences introduce new
injustices as bad or worse than the injustices they aimed to right. The persons who lose
from AA are innocent of historical wrongs. A quota for one minority is a quota against
another; “underachieving” blacks displace “overachieving” Asians, Jews, and so on. Above
all, minority-group preferences always assume uniform disadvantage within each group,
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which is patently and visibly wrong. The bloodline to which the applicant or employee
belongs obscures what the group member has, in fact, suffered, endured, and triumphed
over. Inevitably ordinary citizens will make the comparisons: an upper-middle-class black
who sends his kids to private school vs. an ethnic white worker or a Latino from the bar-
rio struggling to make ends meet whose kids are lucky to go to junior college; an Ap-
palachian poor white vs. a black, both of whom worked their way through high school; a
downsized white factory worker vs. a black or Latino in a secure Post Office job.

In my view, the unavoidable political consequences of all of this has become utterly clear
and anyone interested in a center-left agenda should pay attention. Racial-ethnic-religious-
linguistic criteria for state allocation of rewards in a society with hundreds of minority
groups is subversive of the coalition politics necessary to reduce poverty and inequality and
enhance family well-being. Such preferences provide abundant opportunities for racial-
ethnic scapegoating, as we have seen in political campaigns that have mobilized backlash
since the 1960s (chaps. 7, 8, 10, and 17). Three dimensions of minority preferences based
on descent make this inevitable: the process of classification is intrusive and complex; de-
scent awakens hideous historical memories; and such preferences can tear a society apart.
Preferences by racial-ethnic descent are different from other criteria governments and in-
dustry use. As we have seen from our review of evidence on the structural and cultural in-
tegration of minority groups in chapter 1, rewards are everywhere distributed by seniority,
age, gender, veterans status, student status, geography, union official status, physical or men-
tal handicap. Academic institutions often favor nonacademic qualifications such as athletic
prowess or musical talent. But nowhere do we find a voting population mobilized against
the beneficiaries of these criteria. Even gender does not have much potential for virulent
backlash; women are half the population and unlike members of different ethnic or racial
groups they share ties of affection and family with the dominant group, men. Further, these
criteria require rather clear and simple proofs, and there is generally consensus about fa-
voring the individuals in the identified categories. �ace and ethnic certifications, in con-
trast, are not only intrusive; they are also increasingly ambiguous and always more divisive.
Walter Metzger (1980, p. 32) puts it best:

Circular A-46 of the federal Office of Management and Budget prescribes that, to be
a member of a minority group and thus entitled to minority benefits, one must have
“at least one grandparent” who was “an American Indian, an Alaskan native, a per-
son of Chinese, Japanese, Korean, Filipino, Mexican, Puerto �ican, or Cuban extrac-
tion, a person originally of Spanish culture or a person of black African descent”; all
others, including the multitudinous European strains, are defined as ineligibly
“white.” In the wake of this kind of official pronouncement . . . come effects that
give a pluralistic society cause to shudder: citizens pressed into inauthentic group
commitments in order to gain access to public benefits; ethnic groups smoldering
because they have been left out; government raising racial consciousness in a country
where interracial tensions are never low.

With rates of intermarriage rising, even among the races, with the long-run structural
and cultural integration of minorities proceeding, identity by descent becomes increasingly
inventive (chap. 1).
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Egalitarians should note the final flaw: the state that sorts its citizens by descent and treats
them differently according to that scheme awakens hideous historical memories—memo-
ries of slavery and segregation, of tribal slaughter (blacks killing blacks), murderous ethnic
struggles (Kosovo—white Christians slaughtering white Muslims—is one of a long line of
them), outright genocide (the Holocaust), Kulturkampfs, apartheid, and the Nuremberg
Laws, which specified that one grandfather with Jewish blood barred marriage to a pure
Aryan (and ultimately proved fatal). As we have seen in chapter 1, 90 of the 120 shooting
wars going on in the early 1990s were ethnic wars. State actions based on classifications by
descent range from divisive to murderous.10

From a center-left egalitarian standpoint, racial-ethnic preferences are a major trap. They
arouse justified anger among majorities of the electorate, who become easy targets for dem-
agogues who play the race card. They foster a debilitating competition for the status of his-
torically most victimized, setting one minority against another. They use up so much en-
ergy and passion among their defenders that there is little left for the promotion of a
universalistic agenda and the coalition politics essential for its success. If we adopt substan-
tial parts of the agenda above, divisive affirmative action would recede. Poverty and related
mayhem would diminish.

How to Pay for It: Tax Balance and a Capital Budget Separate from Current Spending

The rich democracies that have successfully financed this center-left agenda have avoided
heavy reliance on the most painfully visible taxes, property taxes on households and income
taxes. By “painfully visible” I mean taxes taken in one or two big bites from taxpayers who
believe that they will not receive direct benefits in line with contributions. (Social-security
taxes are moderately visible, but most citizens connect the tax with specific future benefits.)
As chapter 10 shows, these painfully visible taxes and sharp increases in them have triggered
sustained tax-welfare backlash movements and parties that make it extremely difficult to
pay for the social and labor-market policies demanded by large voting majorities. The
Anglo-American democracies along with Denmark and Switzerland have specialized in
these most unpopular taxes, with predictable political uproar.

Among the myths embraced by the American left, the most misleading is that the road
to equality runs through progressive income taxes and taxes on business and property. Leav-
ing aside the fact that evasion and avoidance (and the time and resources devoted to tax
games) mean that income taxes in action are not highly progressive, ignoring the fact that
corporate taxes and taxes on the rich cannot yield huge sums, the main mistake is to be-
lieve that by riveting one’s attention on the tax side of the taxing/spending equation, one
can achieve much of anything on the center-left agenda. In fact, the most egalitarian and
civilized democracies have slightly regressive tax systems and highly progressive spending
programs. They are well on the way to the tax balance that permits stable public finance
with least political fuss—less than a third of total revenues in income taxes, a third in pay-
roll taxes, almost a third in consumption taxes (e.g.,VAT), approximating the German tax
structure. They avoid heavy property taxes on households like the plague. They design the
VAT so that it is proportional or only mildly regressive by exempting some items (e.g.,
home-consumed food).

If American progressives believe that taxes buy civilization; that public spending for
health, education, and the general welfare produces a more humane, equitable, and just so-
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ciety; if they also believe that a strong government is needed to curb the power, venality, and
greed of private groups, then they would be well advised to advocate a 15-year 
plan for incremental increases in social-security taxes on payroll and gradually phase in a 
European-style federal VAT (tax each business on the difference between sales to its cus-
tomers and its purchases from other businesses). A responsible left would recognize that gov-
ernments cannot persistently expand cash benefits and social services without increasing the
tax take. It would accept the need for mass taxes and tax balance. My analysis (chap. 10)
shows that nowhere since World War II has the introduction of or modest increases in pay-
roll taxes or the VAT created tax-welfare backlash.

This talk about invisible taxes is anathema to economists and rational-choice theorists,
who believe that all government actions, like all market transactions, should be transparent,
and who see my argument as Machiavellian—a cynical program to manipulate citizens into
painless payment of more taxes and transfers.11 It is an attractive but wildly utopian idea
that the average citizen can or should know everything about who pays what taxes (or their
ultimate incidence) and, even more, what she or the larger community receives for each
tax and thus the net benefit. If government were the local New England town meeting of
old and the economy consisted of fully informed consumers in perfect markets, this argu-
ment for tax visibility would have more force. And its logical implication would be a shift
from legislatures to the initiative and referendum for all tax legislation. Studies of the in-
tentions of voters favoring California’s Proposition 13, however, should give us pause: most
of them believed that their taxes or rents would be cut, but they did not believe any gov-
ernment service, least of all schools, medical care, or the police, would be reduced (and the
property tax at issue is the very model of a visible tax).

Whether or not we can revive a more responsible and responsive politics, it is mislead-
ing to invoke the public’s “right to know” when it comes to the calculation of the net be-
nefits of taxes. �ealistically, what voters can know about the gains and costs of taxing and
spending is whether the political economy close to home is performing well or poorly—
their jobs unstable, their relatives and friends facing layoffs, prices going up faster than in-
comes, people in trouble being forced to the wall, and so on.

I have concentrated on the political costs of types of taxes and types of spending. Analy-
sis in chapter 12 of the economic impact of consumption and payroll taxes, however, shows
that they are good for economic performance as well as political legitimacy.

I have not said much about energy policy. If public finance must rely even modestly on
gasoline taxes or any other energy tax, it is doomed. Although we have made some progress
toward conservation and the development of alternative sources of energy, we continue to
increase our dependence on automobiles and hence foreign oil. Successive presidents have
tried to forge an energy policy to reduce this dependence, with little success. President
Clinton’s celebrated budget of 1993, passed by one vote, contained only a 4.3 cents/gallon
tax increase which at this writing has barely survived. Energy taxes, especially gasoline taxes
comparable to those of Europe and Japan, are the least likely source of revenue, whatever
their merits as energy policy.

Finally, two shifts in budgeting process would help greatly to reduce deadlock on bud-
gets and release political energy for investment in physical and human capital. First, sim-
plify by making decisions less often. If Congress appropriated for two years or more, the
daily routines of members would be a bit less frantic while agency executives could both
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plan better and spend more time delivering service rather than defending their budgets
year-round. The second, bolder reform is to adopt a capital budget separate from current
spending. It is another old-but-good idea, a practice of several modern democracies. In
Means to Prosperity, a pamphlet published in 1933, Keynes urged that both government
spending and the taxes to fund it should be divided into capital and income accounts. Like
any prudently run corporation or household, the government would balance the budget
for current consumption while borrowing on the capital account to finance investment in
all the productivity-enhancing social and labor-market policies above. If the social rate of
return on public investment described in this book is higher than the net cost of any bor-
rowing used to finance it, then the ratio of debt to GNP will not rise.

Conclusion

Since pluralist democracies emerged there have been recurrent efforts to tame the market
and make it serve human ends. Among the Anglo-American democracies these efforts at
first took the form of stigmatized benefits targeted to the undeserving poor. In our time
this tiny fraction of GDP and the escalating talk about the “safety net” has produced an
elaborate welfare mess and a bundle of political trouble (chaps. 8 and 10). In view of the
cultural ambivalence of voters in all rich democracies, their governments strike a balance
between collective compassion and individual responsibility, between excessive generosity
and immiseration of the poor, between long-term human capital investments and short-
term fiscal constraints. All, sooner or later, make a choice between active labor-market pol-
icies, higher minimum pay, and family policies, on the one hand, and mandates for the poor
to work at unstable, dead-end jobs for poverty wages, on the other. Plainly, the United
States has moved to one side of this balance—to individual responsibility, immiseration,
meager investment in human resources, low wages, and short-term taxing/spending con-
straints. Although the United States is not alone in cultivating the welfare mess, it is ex-
ceptional in the vigor of its means testing, the inadequacy and inefficiency of its programs,
and the harassment of its welfare poor. This book shows unequivocally that community,
equality, social cohesion, and even economic performance are undermined by a heavy ac-
cent on means testing and the related welfare mess.

Going beyond the welfare poor to the social rights enjoyed by the entire population,
cross-national comparisons in chapters 12 and 5 show that there are no necessary trade-
offs between the values of dignity, equality, security, family well-being, social integration,
and political legitimacy protected by the welfare state, on the one hand, and good eco-
nomic performance on the other. Nor is there necessarily a Phillips-curve trade-off be-
tween unemployment and inflation, a myth that has guided monetary policy in recent
years (chap. 17). Nor is there any sharp contradiction between worker and union par-
ticipation in workplace and community vs. capital investment and improved productiv-
ity (chaps. 1 and 2). Nor is there any long-term consistent relationship between the fed-
eral deficit and interest rates or between deficits and economic growth, although these
two ideas are gospel among deficit hawks. Obviously, timely deficit spending in a reces-
sion is a contribution to quick recovery. Even the size of the national debt, like the
amount of aggregate social spending, has no consistent relation to economic performance
(chaps. 5 and 12). Debt used for long-term productive purposes (improving education,
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training, �&D, infrastructure, occupational health and safety) is a contribution to long-
run economic growth and human welfare. And debt not officially used for productive
purposes may or may not enhance economic performance. For instance, public pensions,
which at first glance provide security and dignity and prevent poverty among the aged
by placing a burden on the current economy, may in the long run be productive. As Bis-
marck foresaw, a generous pension at the end of a long working life would not only keep
revolutionaries off the barricades but would also serve as a strong incentive for the en-
tire adult population to keep working, even at unattractive jobs. Further, social security
frees middle-aged, nonaffluent parents to invest in the productivity-enhancing college ed-
ucation of their children rather than shouldering the impossible burden of simultaneously
supporting their aging parents. This leaves aside the fact that the recipients of pensions
add to consumption-led economic growth.

These myths about deficits and debt have so permeated the verbal environment that they
inspired President Clinton in his final year to boast that his budget strategy would bring us
to the Promised Land, zero debt in 13 years. Central bankers, in their zeal to fight infla-
tion at any cost, often embrace the same magic number, zero inflation. Unfortunately, em-
pirical observation suggests that zero debt is a formula for political paralysis and the dete-
rioration of public investment in human and physical capital, although in the short run a
balanced budget helps to persuade monetarist ideologues to allow some growth and re-
duced unemployment. Equally unfortunate, zero inflation is achieved only on the way to a
sharp recession.

We need to recognize the limits of our understanding of economic performance and resist
the intellectual fads that inspire much of economic policy. An example is the distorted supply-
side theory that guided the �eagan administration into adding $1.78 trillion to the national debt,
a theory revived by �epublican presidential candidate Bush in the 2000 election. Another is the
budget deficit obsession that was nearly enshrined in the Constitution as the “Balanced Bud-
get Amendment.” Today that obsession, whose assumptions are contradicted by both cross-
national comparisons and U.S. budgetary history, restrains serious congressional financing of
those public policies that serve widely shared values. The center-left agenda I have outlined,
much of it put into effect by most rich democracies, serves not only “The Market” but the val-
ues of work and family, dignity and equality, security and social justice, community and social
integration.

Notes

1. The Clinton plan and its close cousins comprise a heroic yearlong attempt to educate both
Congress and the public on the tight interdependence of various dimensions of the uniquely frag-
mented and expensive health-care (non) system of the United States; touch one part and it creates
problems in other parts (see chap. 16).

2. This New Deal for the big American investor is matched by IMF rescue packages which pro-
vide low-interest loans to debtor nations so they can sustain debt payments to private international
creditors. This is a form of social insurance for creditors. It is financed by the taxes of IMF-member
countries and by the suffering of citizens of less-developed countries who are the victims of IMF-
imposed austerity measures—unemployment, cuts in social spending, chaos in their communities and
families. (McCluskey, 2000.)
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3. This section draws on my unpublished paper “What’s Wrong With American Democracy?”
presented at a workshop on American political institutions at the Institute of Governmental Studies,
University of California at Berkeley, July 5 – 7, 1991.

4. David Mayhew (1991), in a systematic study of the frequency of investigations and legislation
passed from 1946 to 1990, concludes that party-divided government does not make a difference. His
analysis, however, is based on issues that rose to the top and were voted up or down; it ignores what
did not happen—issues not addressed, and bills that were passed in a watered-down form inadequately
addressing core issues. Further, when Mayhew makes a stab at qualitative differences, his analysis shows
big differences. He identifies 19 “historic bills”—bills that fundamentally changed federal policy, al-
tered the political landscape, and left a lasting legacy. Here unified periods produced historic laws at
twice the yearly rate of divided periods (.61 to .31). Finally, other studies that give more attention to
qualitative differences (e.g., new policy vs. modification of existing policy), issues that never make the
agenda, and passage rates as opposed to absolute number of laws show that divided government ac-
complishes much less (e.g., Light, 1981/82, pp. 68, 73, 79; Peterson, 1990, pp. 210 – 212).

5. In 1980 a remarkable 1 in 20 workers who favored unions were fired. Freeman and Medoff

(1984, pp. 232 – 233) estimate that this is about one case of NL�B-declared illegal discharge for every
NL�B election. After President �eagan sent a signal by breaking the air traffic controllers PATCO
strike in 1981, management militancy mounted. For example, the practice of breaking strikes and
abandoning collective bargaining contracts by hiring permanent replacements accelerated after 1981
(Le�oy, 1995).

6. The Worker �epresentation and Participation Survey makes it clear that U.S. employees want
more voice in the workplace (Freeman and �ogers, 1999, pp. 45, 69, 151, 156, 183). This 1994 sur-
vey was based on a national cross section of adults, age 18 or more, working in private companies or
nonprofits with 25 or more employees (N � 2,408 plus 801 reinterviews). For all age, sex, race, oc-
cupation, education, and earnings groups, there is a large gap in the desire for participation and the
current work situation. In nonunion companies 66% of nonmanagerial workers believe that man-
agement would oppose a union drive either through information campaigns or harassment and
threats. Most of the total sample want cooperative joint committees with some independent stand-
ing inside their companies, and about half want a union or something very close to a union. Thirty-
two percent of nonunion, nonmanagerial employees would vote union “if an election were held
today.” Among current union members, 90% would vote to keep their union if a new election were
held today. Overall, 40% of respondents reported that they would vote union if a new election were
held today. The “near-union” responses bring the figures to over 80%—adding those respondents
who say that rather than a union they prefer cooperative programs including the right to elect rep-
resentatives, access to company information, decisions by an outside arbitrator in cases of conflict, etc.
These attitude surveys are validated by the growth of public-sector unionism. Where employees have
a choice free of intimidation, where their preferences can be expressed in a legal context that con-
strains union-busting campaigns, they vote overwhelmingly for unions. (U.S. Commission on the Fu-
ture of Worker-Management �elations, 1993, p. S.44)

7. The following is paraphrased from proposals by Ornstein et al. (1997); and the Free TV for
Straight Talk Coalition (1997). Cantor, �utkus, and Greely (1997) review the role of FCC, the his-
tory of congressional action, and legal and constitutional issues posed by these proposals; they con-
clude that there is no constitutional bar to their enactment.

8. The conviction that the minimum wage has negative employment effects is little affected by
empirical research either by an older generation of labor economists (e.g., �ichard Lester) or by more
recent research. The legislated minimum wage was increased from $3.35 to $3.80 on April 1, 1990,
to $4.25 in 1991, to $4.75 October 1, 1996, and to $5.15 October 1, 1997. The real legal minimum
wage in 1998 dollars peaked at $7.50 in 1968 (Cashell, 1999, table 1). Some two dozen recent stud-
ies found that such moderate minimum wage hikes have had very small or no adverse effect on em-
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ployment. The most systematic of these studies actually found a positive employment effect of an 80
cents increase in the minimum wage in New Jersey fast-food restaurants, comparing eastern Penn-
sylvania fast-food restaurants, where no increase occurred—and this during a recession (Card and
Krueger, 1994, 1995). Following the last increase in the federal minimum wage and contrary to dire
predictions from Congress and neoconservative think tanks, unemployment fell to its lowest level in
30 years. In each of the last two years the minimum was boosted, the job creation rate reached all-
time highs (see chap. 13 for explanation of national differences). Opponents of the minimum wage
say that it cuts jobs for teenagers, who do not need it anyway. In fact, in 1996, almost two-thirds of
those who earned at or below the minimum wage were women; 40% of all minimum-wage em-
ployees are the sole earners in their households; and two-thirds of teenagers earning the minimum
are in households with below-average incomes. With the last minimum-wage increase of 1997, even
if we add the EITC and food stamps (on the shaky assumption that takeup rates are 100%) and deduct
the increase in payroll taxes, a family of four with one full-time minimum-wage worker would still
be $834 below the poverty line. In 1995, the year leading to the great debate about the harmful im-
pact of an increase of 90 cents an hour for these workers, American chief executives’ pay, including
stock options, soared 31%, putting their median pay at $5 million (New York Times, March 31, 1996).
For data on the trend toward wider inequality in earnings and wealth in the U.S. compared to other
countries, see note 2, chapter 12.

9. A study of 1,000 men raised in poverty areas of Boston during the Great Depression found
that military service was a turning point in their lives. Overseas duty, in-service schooling, and GI bill
training and education at age 17 to 25 enhanced subsequent occupational achievement, job stability,
and economic well-being independent of childhood differences and socioeconomic background. Be-
nefits of the GI bill were even larger for veterans with a delinquent past. (Sampson and Laub, 1996.)

10. The “consociational democracies” that have more or less successfully managed systems of
preferences based on religion, ethnicity, and language—the Netherlands, Belgium—have a combina-
tion of proportional representation, left and Catholic power, strong parties, and corporatist bargain-
ing arrangements. Also because the warring groups are large, few, and geographically concentrated,
the concept of “separate but equal” can be applied. As this book has shown, a centralized political
economy can restrain minority-group conflict even if quota systems are used. The U.S. lacks any of
these consensus-making structures. Canada, more like the U.S., has similar difficulty with legislated
Francophone and tribal privileges, with similar political results. The case against minority-group pref-
erences in the U.S. does not apply as forcefully to organizations whose main purpose is the repre-
sentation of ethnic, religious, or racial groups as in competition for office within political parties or
unions where “a balanced ticket” may be viewed as necessary for coalition building. But even in these
cases, such preferences have torn democratic associations apart. An example is a union election where
a black caucus squares off against an Asian or Latino caucus, while “whites,” on a balanced slate built
around a reform agenda, look on in dismay.

11. See my exchange with William Stubblebine, Ernest van den Haag, and George Gilder
(Wilensky, 1979, pp. 7 – 12).
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METHODS

The analysis is focused on subcategories of the 19 rich democracies—patterns of similari-
ties and differences among nations with attention to deviant cases that suggest a reformu-
lation of theory. Therefore I have used relatively simple methods of quantitative analysis
rather than more complex methods which tend to obscure individual variation. I rely
mainly on detailed cross-tabulations that permit me to examine a large number of variables
at the same time and to demonstrate patterns of association while also identifying deviant
or marginal cases and interaction effects.

These multivariate tables are supplemented by multiple regression techniques, which
capture small differences between countries obscured by the dichotomies or trichotomies
of the cross-tabulations, and permit tests of the significance and relative strength of causal
variables. But because regression equations make rigorous assumptions about measurement
on an interval scale as well as about linearity, I view them as complementary confirmation
of the cross-tabulations. In fact, for almost all of the analysis reported here, the regression
results show remarkable consistency with the tables. Together, regression analysis (includ-
ing path diagrams) and the cross-tabulations give us more confidence in the conclusions
than either method used alone.

With only at most 19 cases, there are not many degrees of freedom available to test the
significance of effects in regression; I imposed a limit of three independent variables at a
time in regression equations. When I test more than three independent variables, for ex-
ample in the economic performance analysis, I examine sets of regressions using all possi-
ble combinations of the independent variables, taken three at a time. By seeing how each
one behaves in combination with all others, we can uncover the variables that are both the-
oretically relevant and statistically robust. To provide a further check on these results, I
compared them to the results of other quantitative analyses that use the same or similar
variables, including others’ studies using time series.

With such a small number of cases, I paid close attention to extreme cases which can
distort the regression results, distinguishing between statistical outliers and deviant cases.
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First, all statistical outliers are excluded from the regressions. These are cases with values
more than three standard deviations away from the mean, for instance, Israel with very high
inflation, or Italy with a very high strike rate. Second, other extreme or deviant cases are
excluded when they distort the results. For instance, if we regress economic performance
on corporate taxes, we find that they have a significant positive effect. But an examination
of the scatter-plot of these two variables shows that this result is due to Japan, with high
corporate taxes and excellent economic performance, while the plot shows no pattern of
association for the rest of the cases. When we rerun the regression with Japan excluded,
the effect of corporate taxes on economic performance is insignificant. Combining regres-
sion analysis with examination of the scatter-plots thus allows me to identify “exceptional”
cases which require further exploration. For this I rely on case studies of these countries
and my own interviews to highlight those historical and policy variations that explain this
“exceptionalism.” An example is the need to explain the very high scores of Belgium 
and France on family policy when theory says they should have only medium scores (see
chap. 7, table 7.1).

For some purposes I have also used path diagrams, an adaptation of multiple regression
analysis to causal models. For this analysis, I begin with a “saturated model,” where each
dependent variable is regressed on all independent or intervening variables which are
causally prior to it (to its left in the path diagram). Then I eliminate those paths that are
insignificant and theoretically uninteresting and rerun the analysis for the “unsaturated
model.” In a few cases (e.g., figure 14.2) insignificant paths from stage one were retained
in stage two because of their special theoretical importance. Such exceptions are indicated
by dashed lines and their p values are reported. The path coefficients are the estimated stan-
dardized regression coefficients in the appropriate equations. The residual effects (the
downward arrows to all variables that are used as dependent variables in estimating the
model) represent all other sources of variation in those variables which are not explicitly
identified in the model. The coefficients on these arrows are the square roots of the resid-
ual variances, that is, the coefficient on each of these arrows � the square root of (1 minus
�-squared), where �-squared is the unadjusted explained variance. Since the path analysis
is essentially a form of regression analysis, I used the same procedures as discussed above
for the regression analysis. For a good introduction to path analysis, see Otis Dudley Dun-
can, Introduction to Structural Equation Models (New York: Academic Press, 1975).

For the analysis of economic performance, I avoided a pooled time-series analysis, in-
creasingly common in sociology and political science. This form of analysis increases the
sample size by counting each combination of country and year as a case, but it does so at
the cost of requiring a larger number of restrictive assumptions about the distributions of
the variables and the forms of their relationships. To incorporate the variability of individ-
ual cases and the changes in the effects of some causal variables over time, a large number
of dummy variables and interaction effects must be introduced. The large number of co-
efficients which must be estimated makes presentation of the results cumbersome. Further-
more, the coefficients of the dummy variables are difficult to interpret, as they may incor-
porate a number of different sources of variation between countries or time periods. When
the independent variables are highly autocorrelated (correlated with themselves over time),
as some of my variables are, the assumption of uncorrelated error terms is usually violated
and the estimates of the standard errors may be biased. Assumptions about fixed vs. ran-
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dom effects and homoscedasticity vs. heteroscedasticity create still more complications.
There are methods to test for and correct for some of these problems, but they make the
results even more cumbersome to report and more difficult to interpret. For a good intro-
duction to this method, which highlights these and other problems, see Lois W. Sayrs,
Pooled Time Series Analysis, Sage University Paper series on Quantitative Applications in
the Social Sciences No. 07 – 070 (Beverly Hills: Sage, 1989). In short, the use of this
method takes the focus away from the substantive analysis of types of political economy
and the individual cases and puts it on the technical details of the statistical method.
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CONCEPTS AND MEASURES 

OF LEFT AND 
CATHOLIC PARTY POWER

Before asserting that left party power is a determinant of any outcome, one must develop
clear concepts and sensitive measures of party power. No quantitative study to date is per-
suasive on this point. The most severe limitations include the measurement of party power
in terms of popular vote (Peters, 1974) or representation in the legislature (Hewitt, 1977;
Jackman, 1975). Because of vast national variations in political structure and electoral pro-
cedures, size of vote is a poor guide to power. Similarly, the use of legislative representation
leads to an overestimate of left party power in Japan, Switzerland, and France (Hewitt, 1977,
p. 459). In my view, considering the long-term ascendancy of the executive branch of gov-
ernment and the differences between presidential and parliamentary systems, the best single
measure of party power is instead representation in the executive branch of government. Al-
though Hibbs (1977, p. 1473) also applies this criterion, he fails to distinguish among de-
grees of strength, relying instead on “percentage of years Socialist-Labor parties in executive
(1945 – 69),” thereby exaggerating the power of left parties in France and Italy.1 In addition,
Hibbs, Hewitt, and Jackman restrict their studies to socialist parties, thereby obscuring the
essential similarities between them and the Democratic Party in the United States during
the period studied—a likeness which they themselves recognize. Finally, all three authors ig-
nore the Communist party, which for purposes of understanding macroeconomic domestic
policy can be misleading, although maybe necessary for analysis of positions on participa-
tory democracy and essential for positions on foreign policy and civil liberties.

To remedy these shortcomings and clarify this complex debate, we have developed a
measure of left party power and, because of its obvious and enduring importance, a com-
parable measure of Catholic party power.

Details on measures and sources are in Wilensky (1981c). They are summarized below.

1. In his discussion, Hibbs does note that the representation of French and Italian socialists has
been marginal, but in his code both score about one-third, much higher than West Germany (19%)
and much closer to the United Kingdom (about 48%) than their executive power warrants.
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Left Party Dominance. Defined in text. For 8 of our 19 nations and for the
Weimar period of Germany we have used the classification scheme employed by
De Swaan, Coalition Theories and Cabinet Formations (1973), with minor changes.
For the other 11 we used monographic literature and sourcebooks (cited in
Wilensky, 1981c, pp. 380 – 382).

The classification of center parties as left or nonleft is ambiguous in some
cases, most notably those of the French �adicals and many Catholic parties.
Because these parties are divided into highly diverse factions, some with a
clearly leftist orientation, and because these factions shift in influence, it could
be argued that we should ask which branches of which party are in the govern-
ment at a given time. Thus, the �adicals in the French Cartel des Gauches in
the early 1920s and the Belgian Social Christians in coalition with the Socialists
after World War II could conceivably be classified as left. (For the Belgian case,
see Henig, 1969, p. 83.) However, to classify the ideology of each faction each
year is to incur high costs for small gains. Anyway, the research focus is left party
power. Therefore, we coded center parties as nonleft, ignoring the leftist faction
within them.

Amount of Left Power. From low to high we scored as follows:
0. A score of “0” is given for each year in which left parties did not meet the

minimum criterion for left party power (see “1” below).

1. A score of “1” is assigned for each year that the left party has substantial,
but not major or dominant power in the government.

2. A score of “2” is assigned for each year that a left party is the major party
in government without being dominant.

3. A score of “3” is given to a left party for each year that it is either the sole
member of a majority government or the dominant partner in a coalition
government.

Figure 2B.1 summarizes this coding scheme.

Presidential Systems: For Finland, France, and the United States we modified our
scoring system. In Finland, a left party receives a score of 1 for each year it holds
the presidency. Then it receives an additional 1 point per year for being a minor
partner in a coalition (see criterion 1 above); or an additional 2 points per year for
being either the major or dominant partner in the coalition (see criteria 2 and 3
above). This makes for a possible score of 3 per year, as in parliamentary systems.
For the United States we assign a score of 2 for each year the Democrats occupied
the presidency and a score of 1 for each year the Democrats controlled both
houses of Congress. For France, in the years prior to the Fifth �epublic we use the
normal scoring for nonpresidential systems; for Fifth �epublic France, when the
power of the presidency was enhanced, we would assign 2 points for every year
that a left party holds the presidency and left parties would receive 1 point for each
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year they collectively hold a majority of seats in the legislature—a guide only to
the future because neither left nor Catholic parties in fact received any score since
de Gaulle took over in 1958 until 1976 when our code ends. Then there were
intermittent periods of left power—Mitterand-Mauroy-Fabius, 1981 – 86;
Mitterand-�ocard-Cresson-Bérégovoy, 1988 – 93; Jospin, 1997 –now.

Thus, in both parliamentary and presidential systems there is a possible score
of 3 points per year for left party power. Whenever possible, we dated the exact
month of changes in government; in those few cases where we could not locate
the precise date of cabinet change, we used the date of election, which in parlia-
mentary systems usually corresponds closely to changes in government. To ob-
tain a final score, we add up the yearly scores over the whole time period under
consideration. (But to analyze the relative effects of amount of power, number
of years in office, and frequency of interruptions, we keep these separate.)

Duration of Left Power. Number of months in office, excluding insignificant peri-
ods mentioned in Wilensky (1981c).

Number of Left Interruptions. Number of times a party with a power score of 1, 2,
or 3 lost office for six months or more.

Measures of Catholic Party Power: Amount, Duration, and Number of Interruptions.
We included among Catholic parties all those that fall under the definition
given in the text. The scoring of Catholic party power was based on the same
criteria as those used for the left parties.

Left Party Dominance, 1919–76. We then created an index for the whole period
and one for the post–World War II period combining left party power and
number of interruptions in order to single out those left parties that exercised
“sufficient” power with few interruptions. For the period since 1919, sufficient
power meant a score of 30 (West Germany) and above; low interruptions meant
2 or fewer. For the post–World War II period, sufficient power was defined as
21 (Australia) and above; low interruptions meant 1 or 0. For both periods,

Figure . Coding scheme for Left and Catholic party dominance

Proportion of total seats in assembly held by the government

*Substituting Catholic for Left reproduces the coding scheme for Catholic party dominance.

Up to 1/2 (minority government)

Proportion of government’s seats in 
legislature occupied by Left party*

1/3 up
0 up to 1/3 to 1/2 1/2 up to 2/3 2/3–1

No Left* Left No Left Left 
PM PM PM PM

0 1 1 1 2 2

1/2 or more (majority government)

Proportion of government’s seats in 
legislature occupied by Left party*

1/2 up 
0 up to 1/3 1/3 up to 1/2 to 2/3 2/3–1

No Left* Left No Left Left 
PM PM PM PM
0 1 1 2 2 3
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countries with sufficient power and low interruptions received a score of 1; all
other countries received a score of 0. For the period since 1919, Sweden, New
Zealand, Norway, the Netherlands, Israel, and Austria received a score of 1. For
the post–World War II period, Sweden, West Germany, Israel, and Austria
received scores of 1.

Catholic Party Dominance, 1919–76. We did not create a Catholic party domi-
nance variable (that would combine amount of power and number of interrup-
tions) for either the entire period or the post–World War II period because
Catholic parties had significant power only in five countries, and their power
was seldom interrupted. In place of quantitative analysis based on such a vari-
able we have relied upon case-by-case examination.

Distribution of Interruptions to Party Power.
Left 1919–76. Belgium: 6; Denmark, West Germany, Finland, United Kingdom: 4.;

USA, Australia, France: 3; Sweden, New Zealand, Norway, Netherlands: 2; Austria: 1;
Switzerland, Canada, Israel, Italy, Japan, Ireland: 0.

Left 1946–76: Belgium, 4; Denmark, Finland: 3; USA, Australia, New Zealand, France,
Norway, United Kingdom, Netherlands: 2; Austria: 1; Sweden, Switzerland, Canada,
West Germany, Israel, Italy, Japan, Ireland: 0.

Catholic 1919–76: West Germany, Belgium: 2; France, Austria, Italy: 1.
Catholic 1946–76: Belgium: 2; West Germany, France, Austria: 1; Italy: 0.

All of the left and Catholic party variables together numbered 32. Because we would
not use all of these in this analysis, we reduced them to 8 according to two criteria. First,
if 2 variables were highly correlated we chose the one that made most theoretical sense.
For example, power and duration for both left and Catholic parties were highly correlated.
For left parties for the whole period, the correlation was .95; for Catholic parties, .98. In
this case, we used the measure of amount of power, since it incorporated much more in-
formation. Second, we eliminated variables that were not conceptually independent of other
variables. For example, interruptions of Catholic party rule is correlated .78 with Catholic
party power because 13 countries never had significant Catholic party participation in gov-
ernment. Thus, their rule could not be interrupted—but this could hardly be considered
an indicator of Catholic party dominance.

The correlations of several of these measures for each of two time periods appear in
Wilensky 1981c in tables 10.5 – 10.8.
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SOCIAL SPENDING, GNP, TAX

EXPENDITURES, AND HOUSING
EXPENDITURES

Measures of Aggregate Social Spending

Students of the welfare state spend much time arguing about the comparability of the ag-
gregate spending figures available. As note 5 of chapter 5 indicates, my conclusion from
comparing alternative measures of social spending in the pre-1975 period (Wilensky, 1975,
pp. 125 – 128), still stands: four different measures rooted in slightly different definitions—
those by the International Labour Organization (ILO), by the Luxembourg Income Study
(LIS), by the OECD data bank (which adds education expenditures), and by Flora et al.,
1983 (which adds education and housing expenditures)—are highly correlated and yield a
very similar country rank order (see Alestalo and Uusitalo, 1992, pp. 40 – 41). I use ILO
data for 1950 to 1980 and the LIS for 1986; ILO data after 1980 are less reliable. “Welfare
effort” is measured by social spending as a percentage of GNP or GDP. Spending per capita
is best seen as a system output measure: cash and services delivered to each person.

Table 5C.1 illustrates the similarity in rank order of three of these measures of welfare
effort. For instance for 1980, comparing my measure (SS/GNP at factor cost, column 1)
and OECD’s (SS/GDP, column 2), we see that of 18 countries, 14 have identical rank or
only a one-rank difference, 3 have a two-rank difference. Comparing ours with LIS
(SS/GDP, column 3), we see that of 18, 15 have identical or a one-rank difference. Three
have a two-rank difference in 1980.

Each of these measures gives much the same results when we consider trends in spend-
ing. For instance, table 5C.1 compares welfare-state effort measured by social spending as a
percentage of factor-cost GNP (based on ILO data supplemented by national sources used
in my analysis) with social spending as a percentage of GDP at market prices (based on the
LIS Aggregate Statistics file). The picture that emerges from either measure is the same.

Gross National Product at Factor Cost

This measure, rather than the more familiar GNP (or GDP) at market prices, is used as the
denominator of all ratios requiring GNP in order to obtain a measure unbiased by the 
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differing weights of indirect taxes in the tax systems of the countries studied and to make
East-West comparisons in the larger study more valid (see Wilensky, 1975, pp. 131 – 132).
Moreover, if we wish to predict welfare effort (e.g., SS/GNP) or output from reliance on
indirect taxes and we use market price GNP, we introduce an element of tautology. Put in
statistical terms, if higher indirect taxes lead to an inflation of market prices, then when we
use reliance on indirect taxes to predict welfare effort (dividing social-security spending by
a market price GNP which itself may include a share of indirect taxes), we introduce a spu-
rious negative correlation between indirect taxes and the dependent variable. However, if
indirect taxes do not inflate market prices, then the use of GNP at factor cost will produce
a spurious positive correlation between indirect taxes and the dependent variable. Given
the prevailing uncertainty regarding the inflationary impact of indirect taxes, we are unsure
of the biases that may result from the treatment of indirect taxes in the measure of GNP.
To protect against any biases that may result from our choice to measure GNP at factor
cost, for this analysis of 19 rich democracies we ran all tables and all regressions containing
GNP with both market-price GNP and factor-cost GNP where both were available. The
correlation of the two measures for the 19 countries for 1971 is 0.996. Because substitu-
tion of market-price GNP or even GDP made only infinitesimal differences in all analy-
sis, we report results in a few tables in chapters 5,10, and 12 using only GNP at factor cost.
However important theoretically, arguments about the use of either measure are empiri-
cally irrelevant. In most of the analysis we use GDP as specified.

Tax Expenditures

In my analysis of social spending, I have not taken account of “tax expenditures”—rev-
enues foregone because of tax breaks in the form of exemptions, allowances, credits, rate
relief, and tax deferrals. No comparable data are available for our 19 countries. The
OECD’s recent study of this matter strongly advises against using the data for cross-national
comparison and even cautions against aggregating various tax breaks within one country
(OECD, 1996d). Problems include national variations in the treatment of the personal in-
come tax unit and income tax allowances for marriage and children; different definitions
and measures of “tax expenditures”; different benchmarks against which tax expenditures
for pensions or depreciation allowances are measured; and substantial, unknown interactions
between different tax breaks. If we had comparable data, my guess is that the rank order of
welfare effort in table 5.1 would change very little.

Housing Expenditures

Housing expenditures—housing allowances, rent rebates, producer subsidies, tax concessions
(e.g., mortgage interest-rate deductions) and other subsidies—belong in any definition of
aggregate welfare-state expenditures, but the data are thin. For discussion of the measure-
ment problems, see Wilensky, 1975, pp. 8 – 9, where I point to indicators that suggest that
government support of housing is moderately correlated with welfare effort and output.
Since then several useful cross-national studies provide estimates we can use to further ex-
plore this relationship (e.g., Howenstine, 1986; McGuire, 1981; Headey, 1978; Heiden-
heimer, Heclo, and Adams, 1990, chap. 4). Table 5C.2 aligns an estimate in U.S. dollars of
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total housing subsidies per capita (circa 1980 – 81) and housing subsidies as a percentage of
GNP and social spending per capita and as GNP share for the 12 countries Howenstine
covers.

The correlation between per capita housing expenditures and per capita social expen-
ditures is quite strong (r � .68, p � .05); the correlation between housing effort and wel-
fare effort is weaker but positive (r � .43, p � .16). In housing subsidies per capita, Swe-
den by any measure is in a class by itself. Netherlands and Denmark are far above average;
West Germany and the United States are above average; Finland is average; France and
United Kingdom are below average, while Australia, Canada, Austria, and Belgium are far
below average. Comparing the alignment between social spending and housing spending
and subsidies per capita, only 1 country of the 12 is very far apart (Belgium ranks high on
social spending and low on housing), while 3 evidence substantial disjunction: France is
high in social spending, medium to medium-low in housing; Austria is medium in social
spending, low in housing; United States is low in social spending, medium-high in hous-

 . Total housing subsidies circa 1980–81 compared to 1980 aggregate
social spending for twelve rich democracies

*Housing allowances, rent rebates, producer subsidies, tax concessions, and other sub-
sidies. Total calculated from Howenstine, E. Jay, (1986) Housing Vouchers: A Comparative
International Analysis (New Brunswick, NJ: Center for Urban Policy �esearch), table 11,
pp. 110 – 111. Exchange rates from OECD, Historical Statistics, various years; population
from UN, Demographic Yearbook, various years; GNP at factor cost calculated from OECD,
National Accounts Statistics, various years. Housing data are for various years centered on
1981; exchange rates, population and GNP at factor cost used in calculating the figures
in this table are for the appropriate year or period. Social spending from ILO, The Cost
of Social Security, 1985. See footnotes to table 5C.1.

aHigh, medium, and low are ranked relative to all 19 countries, not the 12 countries
here.
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ing. The rankings of the other 8 are quite close, confirming that housing effort and out-
put go together with social security as a spending package. Because government expendi-
tures for housing are so much smaller than the cost of core programs of the welfare state,
if we had housing data on all 19 countries and added them to the rest of social spending,
the rank order of welfare effort and output would not be changed. At most, the U.S. dol-
lar figure for housing per capita is about one-tenth the figure for all other social spending
per capita (for Sweden, 12.3%, United States, 11.4%, United Kingdom, 9.3%); typically it
is much below that.

Examination of the rank order of owner-occupancy rates based on data from the LIS
for 12 of our 19 rich democracies suggests that home ownership is unrelated to our types
of political economy, or to aggregate social spending, or even to housing subsidies per capita
(rent subsidies, for instance, would not boost home ownership). The only hint of any re-
lationship is that three countries with the very highest owner-occupancy rates—Australia,
Finland, and Israel with rates of 3 in 4 households to 9 in 10 households—all have below-
average social spending/GNP. But there is no systematic pattern.
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SECTOR SPENDING CORRELATIONS
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 . Correlations between sector spending variables, as a percentage of GNP, 1966, 1971,
1974, and 1980

Sources: ILO, The Cost of Social Security (Geneva, 1972, 1976, and 1977); education expenditures from
Educational Statistics in OECD Countries (Paris, 1981), Israeli Statistical Yearbook 1974, and UNESCO Statisti-
cal Yearbooks 1977, 1978 – 79, and 1986.
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 . Correlations between sector spending variables in dollars per capita, 1966, 1971,
1974, and 1980

See table 6D.1 for sources.
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FAMILY POLICY

 . Comparison of regression coefficients for family-
policy index and its components†

†Eighteen countries (Israel missing).
• p � .10.
*p � .05.
**p � .01.
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ESTIMATING RELIANCE 

ON MEANS TESTING

In cross-national studies of sector spending the least comparable of categories is what is called
“public assistance” or “welfare” in the USA, “social assistance” in the UK or “social help”
in Germany. After comparing ILO, OECD, and EEC data and discussing their methods of
classification with some of the collectors of the data in Geneva, Paris, and Brussels in the
mid-1970s and with students of the welfare state since, I decided to supplement ILO data
with national statistical abstracts and monographic literature, checked by interviews.

Because our purpose was to analyze the structural and ideological roots of variation in pub-
lic assistance spending and to uncover its political and economic effects, we tried to fit data to
a “narrow” definition of public assistance: benefits targeted to what is widely viewed as the
“undeserving poor”—a safety net of last resort mainly for the nonworking poor. Three crite-
ria capture the idea: (1) noncategorical benefits are targeted to the poor via a stiff income
and/or assets test; (2) applied by welfare administrators with substantial discretion; (3) with a
high probability of stigma. Ideally we would have complete data for 19 countries on all pro-
grams where recipients must make heroic demonstrations of need, where administrators can
say yes or no within broad guidelines, and where public opinion is hostile to the recipients.

A broad definition, in contrast, would include all income-tested benefits. In some coun-
tries (e.g., Scandinavian countries, Italy) many targeted benefits are triggered by simple dec-
larations of income with little or no stigma; they also have clear eligibility rules that limit
the discretionary power of caseworkers, or, if the rules are loose, they are administered with
a presumption of eligibility and earned right with easy application and easy appeal (e.g.,
veterans’ benefits in all countries). Such programs are not comparable to AFDC in the
U.S.—a highly visible, discretionary, heavily stigmatized program.

To assess targeting to the poor, we looked for means tests or income tests that were tough
and not simple. As a clue to discretionary power we eliminated most categorical benefits even
though these might be targeted to the pretransfer poor (e.g., benefits for veterans, the un-
employed, job trainees; universal, categorical pensions for the aged; home help services for
the aged, disabled, and parents of young children; income-tested supplements for large or
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low-income families that are part of family allowance schemes. To infer stigma we looked
for programs where the cutoff points are drawn low and where a significant percentage of
those below the line do not apply for benefits; we assume that low takeup rates by people
in need are a sign of stigma. We also examined public opinion data.

The rationale for specific inclusions and exclusions follows, along with compromises
made necessary both by limitations of the data and the ambiguity of real life. Limitations
of the data include insufficient evidence on eligibility rules and noncomparable methods
of aggregation. �eal life ambiguities include cross-national variations in styles of dealing
with different categories of needy persons—for example, whether the disabled receive in-
validity pensions or public assistance, whether the aged or unemployed must satisfy a means
test to receive a pension or unemployment benefits, whether institutional care expenditures
are part of a universal health system or selective public assistance.

We exclude unemployment insurance benefits because (1) they are highly sensitive to
the business cycle and are for the most part determined by the country’s economic per-
formance, and (2) they are usually tied to earnings and are not as stigmatized as public as-
sistance. But we include means-tested supplements that come into play when insurance is
exhausted, sometimes labeled “unemployment assistance.” For two of the countries in our
sample (West Germany, Ireland) we could obtain figures for unemployment assistance. In
other countries we could not obtain separate figures for unemployment assistance: the long-
term unemployed either continue to receive benefits through the unemployment insurance
scheme or else must fall back on general public assistance for needy persons. Australia and
New Zealand present a special problem: for the periods in question (1966 – 74 and 1980)
all unemployment benefits were means tested. We exclude these programs in Australia be-
cause by 1974, a clear majority of the unemployed received this benefit. We could not es-
timate the takeup rate for New Zealand, but the total expenditure figure for unemploy-
ment is low and its exclusion does not change the rank order for public assistance spending
as a percentage of GNP.

We include expenditures for job training for public assistance recipients but exclude
other manpower programs because it is impossible to consistently distinguish active poli-
cies that aid displaced or obsolescent workers from programs for hard-core “unemploy-
ables” such as the Job Corps in the United States.Veterans’ benefits are also excluded be-
cause even though veterans may be overrepresented among the poor, they are everywhere
viewed as deserving. When possible, housing assistance measures are excluded because we
cannot obtain reliable data on these expenditures. Some expenditures for rent subsidies are
included for the UK because they are part of the supplementary benefits scheme; some
housing construction costs are included for Switzerland because we are unable to disag-
gregate these expenditures from the total public assistance expenditure figure.

Benefits for the disabled and expenditures for institutional care are included where they
are tied to public assistance status. Benefits for the disabled are sometimes conditional upon
a strict means test (Ireland) or sometimes require potential recipients to meet criteria sim-
ilar or identical to those for other public assistance recipients (Canada, USA, UK, Israel).
Similarly, we include public assistance measures for the disabled that provide a last resort
for persons not eligible for other forms of social insurance (West Germany, Belgium,
France) or provide special benefits (e.g., the hostel program for the handicapped in the
Netherlands is funded through the National Assistance Act). Where the disabled receive
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benefits from public assistance programs they may share the stigma attached to such pro-
grams. Finally, some public expenditures for institutional care are included by Canada, Aus-
tralia, Japan, Austria, West Germany, Italy, and the United States in their definition of pub-
lic assistance expenditure.

Programs for the aged present special classification problems. On one hand, these ben-
efits everywhere receive popular support (see text). On the other hand, in 12 of our 19
countries some benefits for the aged are conditional upon a means test. Therefore we in-
clude benefits for the aged poor where they are meshed with other types of aid to needy
persons: such means-tested schemes make no administrative distinction between the aged
poor and poor, and there is some evidence that public perception reflects administrative
practice. The text elaborates and updates evidence on stigma. We exclude most pension
supplement programs because these data are for the most part not separable from other
forms of pensions benefits and in several countries they are triggered by a simple declara-
tion of income (Denmark, Sweden, Norway, Finland, Italy). In Belgium and Switzerland,
however, some supplementary benefits for the aged are included because they are part of
public assistance schemes. This inclusion has little effect: the expenditures for special sup-
plements are negligible as a percentage of total public assistance spending. Australia, New
Zealand, and Ireland are anomalous cases: in Australia and New Zealand until 1974 all
pension benefits were income tested. In Ireland in 1971, more than 80% of pensioners re-
ceive benefits from the noncontributory pension scheme, a “means-tested” program. We
have excluded pension expenditures in these three countries because they are received by
a majority of the eligible population and are therefore unlikely to be heavily stigmatized.

National statistical abstracts have been consulted for all 19 countries. Where data from
the national sources tallied closely with ILO data we used ILO data because the ILO has
made efforts to achieve cross-national comparability through the use of its standardized re-
porting system and because ILO data are readily accessible (U.S., Sweden, Switzerland,
Australia, New Zealand,1 Finland, the Netherlands, Israel, and Ireland). For Canada and the
UK, we were unable to confirm the total expenditure figure but could confirm significant
components of it (central government expenditures for public assistance in the UK, the
Canadian Assistance Plan in Canada). For West Germany, Italy, Austria,2 Denmark, and
Japan we have taken the figures from the national statistical abstracts because of significant
discrepancies between the figures from these sources and those from the ILO—interviews
and readings suggest that the statistical abstracts were better for our purposes than the ILO.
The Statistical Abstracts of Norway, Belgium, and France do not use classification meth-
ods similar to those of the ILO: for Norway, ILO figures were close to figures from the
Nordic Union, Social Tryghett i de Nordiske Lande 1974–5, supplied by Gosta Esping-
Andersen. For France we have relied on Pierre Laroque’s work, Social Institutions of France.
The 1971 French figure is an estimate but it tallies closely with the public assistance figures
reported by INSEE in Les Comtes de la Protection Sociale: Methodes et Series 1959–78, Series

1. We have excluded New Zealand from the data series for 1980 because its method for report-
ing public assistance figures for 1980 is not comparable to earlier years.

2. The 1980 Austrian public assistance figure is from the ILO because 1980 data were not avail-
able from the national statistical abstract. The 1979 figures from these two sources were quite close
(approximately 2% difference), so we have used 1980 ILO data.
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C, No. 82, December 1978. Additional information on public assistance spending in Bel-
gium was provided by Jan Vranken (University of Antwerp); in Israel by Abraham Doron
(Hebrew University) and Mrs. Nira Shamai (Deputy Director General for �esearch and
Planning, National Insurance Institute, Israel); for Finland by Hannu Uusitalo (Helsinki
School of Economics); and for Italy by Pierpaolo Donati (University of Bologna). For the
Scandinavian countries we compared 1974 ILO data with the Nordic Union source
(above); the figures for the appropriate subcategories (the ILO’s “assistance to needy per-
sons” for Sweden and Finland, the Statistical Yearbook’s figures for “other public assistance”
for Denmark) were nearly identical to the figures from the Nordic Union source. Esping-
Andersen’s clarification of Danish social aid expenditures was very helpful.

General works recently used are cited in the text and bibliography. Among the earlier
general works consulted are: P. �. Kaim-Caudle, Comparative Social Policy and Social Security:
A Ten Country Study. London: �obertson, 1973. Eurostat, Social Accounts: Accounts of Social
Protection in the E.C. Belgium: Eurostat, 1977. Organization for Economic Cooperation and
Development, Public Expenditure on Income Maintenance Programmes. Paris: OECD, 1976.

Australia: Australian Bureau of Statistics, Social Indicators, No. 2. Canberra, 1978.
Adam Graycar, Social Policy: An Australian Introduction. South Melbourne, Aus-
tralia: MacMillan and Co. of Australia, 1977. �. B. Scotton and Helen Ferber,
Public Expenditure and Social Policy in Australia.Vol. I and II. Melbourne: Long-
man Chesire, 1978 and 1980.

Austria: OECD, Integrated Social Policy: A �eview of the Austrian Experience. Paris:
OECD, 1981.

Belgium: David Lewis, “Guaranteed Income for the Aged.” Social Security Bul-
letin 32, 9 (Sept. 1969): 30 – 32. �obert Lucas, “Improvements in Belgian Social
Security.” Social Security Bulletin 31, 12 (Dec. 1968): 35 – 38. Jan Vranken, “Anti-
Poverty Policy in Belgium,” in Anti-Poverty Policy in the European Community,
ed. Joan C. Brown, pp. 72 – 92. London: Policy Studies Institute, 1984.

Canada: Consolidated Government Finance: �evenues and Expenditures and Assets and
Liabilities of Federal, Provincial, and Local Governments, 1974. Canada Statistics, 1977.

Finland: Matti Alestalo and Hannu Uusitalo in Growth to Limits. The Western
Welfare States Since World War II,Vol. I: Sweden, Norway, Finland, Denmark, ed.
Peter Flora, pp. 197 – 292. New York: Aldine, 1986.

France: The Social Institutions of France, ed. Pierre Laroque. New York: Gordon
and Breach Science Publishers, 1983. INSEE Les Comptes de la Protection Sociale:
Methodes et Series 1959–1978, Series C, No. 82 (Dec. 1978).

Ireland: Irish Department of Social Welfare, Summary of Social Insurance and Social
Assistance Services. Dublin, 1983.

Israel: Abraham Doron, “Public Assistance in Israel: Issues of Policy and Ad-
ministration.” Journal of Social Policy 7, 4 (1978): 441 – 460. Doris K. Lewis,
“Poverty in Israel.” Social Security Bulletin 32, 11 (Nov. 1969): 1 – 3. Itzhak
Kanev and Arie Nizan, Public Expenditure on Social Security and Social Services in
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Israel. Tel Aviv: The Social and Economic �esearch Institute and �esearch
Department of Kupat-Holim, 1966. Ferenbach, J. and �. Steiner, The Cost of
Social Security in Israel in the Years 1950–76. Jerusalem: National Insurance Insti-
tute of Israel, Bureau of �esearch and Planning, 1978.

Italy: Pierpaolo Donati, “Social Welfare and Social Services in Italy Since
1950.” Labor and Society 7 ( Jan.-March 1982): 23 – 33.

Netherlands: Dutch Ministry of Foreign Affairs, The Kingdom of the Netherlands:
Welfare Policy: Pamphlet No. 13. The Hague: Government Printing Office,
1973/5. G. M. J.Veldkamp, “Social Security in the Netherlands.” International
Social Security �eview 1970, pp. 1 – 61. Ministry of Social Affairs in the Nether-
lands, Social Security in the Netherlands: A Short Survey. The Hague, 1979.

New Zealand: Britan Easton, Social Policy and the Welfare State in New Zealand.
Boston: George Allen and Unwin, 1980. New Zealand Department of Statis-
tics, Social Trends in New Zealand ( July, 1977). C. A. Oram, Social Policy and Ad-
ministration in New Zealand. Wellington: New Zealand University Press, 1969.

United Kingdom: A. B. Atkinson, Poverty in Great Britain and the �eform of Social
Security. Cambridge: University Press, 1969. National Consumer Council, Means-
Tested Benefits: A Discussion Paper. London: National Consumer Council, 1976.
Department of Health and Social Security, Take-Up of Supplementary Benefits.
London: Supplementary Benefits Commission, SBA Paper No. 7, 1978. “Poverty:
Facts and Figures,” Journal of the Child Poverty Action Group 20 – 21 (Winter
1971): 1 – 27. �. J. Coleman, Supplementary Benefits and the Administrative �eview of
Administrative Action. Poverty Pamphlet Seven. London: Child Poverty Action
Group [no date].

United States: Sar A. Levitan, “Job Corps Experience With Manpower Train-
ing.” Monthly Labor �eview 98 (Oct. 1975): 4. National Advisory Council on the
Education of Disadvantaged Children, Annual �eport to the President and Congress.
Washington, D.C.: GPO, 1974 (p. 66) and 1975 (p. 143). Alfred M. Skolnick
and Sophie �. Dales, “Social Welfare Expenditures, Fiscal Year 1974.” Social
Security Bulletin 38 ( Jan. 1975): 7.

West Germany: The Federal Minister for Labor and Social Affairs, Survey of
Social Security in the Federal �epublic of Germany. Bonn: 1972. Stephen
Leibfried, “The United States and West German Welfare Systems: A Com-
parative Analysis,” Cornell International Law Journal, 12, 2 (Summer 1979):
175 – 198.

A recent comparison of means testing in France and Britain (Evans, Paugam, and Prélis,
1995) found that about 10% of the French population live in families that receive means-
tested benefits 1989 – 93. The comparable British figure is about 20%, although there is
now some convergence in process because of similar trends in family breakup and the labor
market. My table 8.3 presents parallel findings for public assistance spending: the UK figure
is roughly double that of France, whose welfare state relies more on universal, categorical
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benefits. Prominent economists in Britain who argue that the welfare state is an economic
drag, call for more means testing, more privatization, more reliance on “the” market. In
contrast, prominent economists in France such as Malinvaud call for a new social contract
(ibid., pp. 36 – 37), drawing on traditions of solidarity and Catholic communitarianism
(Wilensky, 1981c).
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MEASURES OF ECONOMIC 

PERFORMANCE 

�eal Economic Growth

Average annual growth of GDP per capita in constant purchasers’ prices, 1950 – 74,
1965 – 74, 1974 – 79, 1980 – 84, 1985 – 88. Except for four countries the 1950 – 74 data are
for the 24 years 1951 – 74. For Belgium and Japan the averages cover 1954 – 74. For New
Zealand and Finland the averages cover 1955 – 74. Sources: UN Yearbook of National Ac-
counts Statistics (New York), “International Tables,” table 4a (various years), except for Aus-
tralia and New Zealand, where data are from OECD, National Accounts Statistics of OECD
Countries (Paris, various years).

In computation for 1950 – 74 and 1965 – 74, I used year-to-year discrete compounding
instead of continuous compounding. This would make a difference only if there were large
year-to-year fluctuations, but for GDP growth this is not the case. To cross-check sources that
later became better I recalculated 1950 – 74 data on GDP per capita in constant purchasers’
prices (which includes indirect taxes) using two additional sources and continuous compound
interest. Sources: (1) World Bank, World Tables, 3rd edition, 1983; (2) OECD National Ac-
counts Statistics of OECD Countries 1950–1979, Paris, 1981 and UN Demographic Yearbook, sev-
eral issues. These different procedures, slightly different dates, and different sources made no
important difference. For instance, the largest difference in growth 1950 – 74 between the
three sources and two procedures is for Japan (the UN is 1.25% higher than the World
Bank), but Japan always ranks #1 in growth anyway. In fact, in rank order only 5 of the 19
countries compared differ by more than one rank in the two sets of figures (UN vs. World
Bank and OECD vs. OECD). Checking what we used for these five discrepant countries
with OECD figures, the amounts are trivial and ranks are stable. I am grateful to Bent Hansen
for advice and an independent check on growth data used in the tables and text.

For 1974 – 79, 1980 – 84, 1985 – 89, and 1990 – 92, in view of the greater annual fluctu-
ations of growth rates in these periods, and the availability of “growth triangles” computed
by OECD, we used average annual geometric growth rates expressed in percentages. These
rates are calculated by OECD by fitting an exponential curve to the data by least squares.
Sources: for 1974 – 79 and 1980 – 84, National Accounts Statistics of OECD Countries 1960–84,
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(Paris, 1986), with Israel taken from UN Yearbook of National Accounts Statistics 1980, (New
York, 1982) using a simple average of annual growth rates. For 1985 – 89, National Accounts
Statistics of OECD Countries, 1960–89 (Paris, 1991); for 1990 – 91, National Accounts Statistics
of OECD Countries, 1960–92 (Paris, 1994).

Inflation

For 1950 – 74 and 1965 – 74, average year-to-year percentage increase in the GNP price
deflator. Source: UN Yearbook of National Accounts Statistics, 1979 (New York, 1980),Vol. 2,
table 10a. For 1974 – 79, 1980 – 84, 1985 – 89, and 1990 – 96, we used the GDP implicit
price deflator. The averages are geometric growth rates calculated as described above for
growth; the sources for the last four periods are also the same as for growth.

Unemployment

For 1950 – 74 and 1965 – 74, we used three-year averages of unemployment centered on
1950, 1955, 1960, 1965, 1970, and 1973. For Australia, Canada, France, West Germany, Italy,
Japan, Sweden, UK, and USA, the source is “Unemployment �ates adjusted to International
Concepts, 1950 – 74, Nine Countries” (mimeo), provided by �ené Bertrand of OECD. For
Belgium, Netherlands, and Norway, 1950, 1955, 1960, 1965, and 1970 figures are from
OECD Manpower Statistics 1950–62, OECD Labour Force Statistics 1956–66, and OECD
Labour Force Statistics 1961–72. Austria, Ireland, and Switzerland 1950 data are one-year rates
for 1950 or 1951, from OECD Manpower Statistics 1950–64. Austria, Denmark, Finland, Ire-
land, and New Zealand 1960, 1965, and 1970 data are from OECD Labour Force Statistics
1956–66, 1959–70, and 1961–72. 1973 data are from OECD Labour Force Statistics 1962–73.
These sources were supplemented by ILO Yearbook of Labour Statistics, various years.

As standardized unemployment rates became available for later years, we used these when
possible. For 1974 – 79 and 1980 – 84, the standardized rates are from OECD Quarterly Labour
Force Statistics, 1989, No. 2; unstandardized rates for Switzerland, Denmark, New Zealand,
Austria, and Ireland are from OECD Labour Force Statistics 1968–79 and 1964–84; and Israel
is from ILO Yearbook of Labour Force Statistics, 1982. For 1985 – 89, the standardized rates are
from OECD Quarterly Labour Force Statistics, 1991, No. 1; and unstandardized rates for Aus-
tria, Denmark, and Switzerland are from OECD Labour Force Statistics 1968–88 and OECD
Economic Outlook #46, Dec. 1989. For 1990 – 92 the standardized rates are from OECD Quar-
terly Labour Force Statistics, 1993, No. 4; unstandardized rates for Austria and Switzerland are
from the same source; for Denmark from OECD Main Economic Indicators Dec. 1993.

Economic Performance Index

This index weighs the three measures roughly equally. For 19 countries average annual real
growth of GDP per capita, inflation, and unemployment are each given a score of 0 (low),
1 (medium), or 2 (high) based on averages for each period.

�ather than dividing the 19 countries arbitrarily by, say, quintiles (so that a one-tenth of
1% difference might separate high from medium), we used natural break points. We then
added the three scores for a summary performance score ranging from 0 to 6 (poor to ex-
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cellent). Thus for 1950 – 74 West Germany gets 1 for unemployment (medium), 2 for
growth (high), and 2 for inflation (low) for a summary score of 5 (for this period and com-
paring all 19 countries, excellent). The United States gets 0 for unemployment (high), 0
for growth (low), and 2 for inflation (low) for a summary score of 2 (fair-to-poor). The
same procedure is used for subsequent periods. This summary index avoids the assumption
that high inflation is worse than high unemployment or high real growth is more impor-
tant than avoiding high unemployment and/or inflation (a problem with commonly used
“misery indexes”). The rationale is elaborated more fully in the text.

Post-oil-shock Measures of Economic Performance

These are dated from 1974 and 1980. Between 1973 and 1981 – 82 the nominal price of
crude oil in OECD countries increased tenfold; in inflation-adjusted prices, fivefold. The
first oil price explosion occurred from October 1973 to early 1974. The negative effects
of the shock were evident in changes in economic performance from 1973 to 1974, con-
tinuing in 1975, with a comeback in 1976 for most of the 19 countries. The second oil
shock occurred mainly in 1979. Spot prices had begun to move up in late 1978 because
a strike of oil field workers shut down Iran’s production; in December 1978 OPEC
agreed to a schedule of price increases—roughly 15%—for early 1979 to begin January
1, 1979. In 1979, from a very high base, the price of oil doubled again (using constant
1973 dollars); prices also rose in 1980 but not nearly as much as in 1979. Sources: �. Sto-
baugh and D.Yergin, eds., Energy Future, New York, �andom House, 1979, pp. 6, 28 – 29;
World Energy Outlook, OECD, 1982, p. 65 and table 2.2; G. Koopman, M. Klaus, and 
B. �eszat, Oil and the International Economy, New Brunswick, NJ, Transaction Publishers,
1989, p. 26, table 1.1; P. Criqui and N. Kousnetzoff, Énergie 1995: Après les Chocs, Paris,
Centre d’Études Prospectives et d’Information Internationale, p. 6 and graph 1.2, which
plots the cost of oil from 1970 – 86 in current and constant 1973 dollars. This second
shock was followed quickly by the Volker tight-money interest-rate shock (roughly Oct.
6, 1979 to Sept. 25, 1980)—an external shock for all countries except the United States,
for which it was self-administered. Thus, in analyzing national differences in the capac-
ity to adjust flexibly to external shocks we use year-to-year changes in economic growth
1973 to 1974 as the first postshock year after the first crisis and 1979 to 1980 as the first
year after the second crisis. The relevant column heads are 1974 – 79, 1980 – 84. (The
overlap of 1974 in the two periods 1950 – 74 and 1974 – 79 has no effect on the long-
term averages for 1950 – 74 and 1965 – 74 reported in the text, so early analysis done with
1950 – 74 was not redone.)

The oil price shocks were roughly uniform among our importing rich democracies. The
price differences across countries were either very minor (1979 – 80) or very short in du-
ration. Source: J. M. Anderson, “Empirical Analysis of World Oil Trade, 1967 – 1984” in
G. Horwich and D. L. Weimer, �esponding to International Oil Crises, Washington, D.C.:
American Enterprise Institute, 1988, p. 232.

By 1985, oil prices were down about 12% from their peak; they collapsed in 1986,
washing out the price increases of 1979 – 86 (adjusted for inflation). Thus, economic per-
formance 1985 – 89 should be much less affected by energy costs than the 1974 – 84 per-
formance.
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Measures of Vulnerability to External Shocks

In measuring national differences in vulnerability to external shocks I used three indica-
tors—two measures of energy dependence which comprise an index of energy dependence
in 1970 and 1978 and changes in the terms of trade 1973 – 74 and 1978 – 79 (tables 12.3
and 12.4). The idea is to measure big, sudden changes in economic resources beyond the
reach of pubic policy. The two oil shocks clearly fit: what you have done or not done for
many years to control inflation or improve productivity and trade balances cannot be
changed overnight in the face of such energy price explosions. The same is true of sud-
den changes in the terms of trade—the ratio of export prices to import prices.

Energy Dependence Index

The two components of the index are (1) liquid fuels as a percentage of total energy con-
sumption, and (2) energy production as a percentage of energy consumption 1970 and
1978. Source for 1978: United Nations, Department of Economic and Social Affairs, World
Energy Supplies: 1973—1978, Statistical Papers,Vol. 22, 1979. For 1970 data see the same se-
ries Vol. 17, 1974. “Liquid Fuels” is mainly oil but also includes natural gas liquids (e.g.,
liquid hydrocarbon mixtures). “Energy production” includes solid fuels such as coal and
lignite, liquid fuels such as oil and natural gas liquids, natural gas, and hydro-nuclear power.

The two measures of energy dependence are correlated in the right direction: r � �.49*
for 1970 and r � �.64** for 1978. They are negative because both a high dependence on
liquid fuels and a low level of production as a percentage of consumption means high en-
ergy dependence. Thus, liquid fuels as a percentage of consumption was scored 2 for high,
1 for medium, and 0 for low, and production as a percentage of consumption was scored
2 for low, 1 for medium, and 0 for high. The results for each component and the com-
bined scores are in table 12G.13 below.

During the period 1973 – 78 many countries increased domestic energy production with
the development of nuclear reactors, hydropower, and mines and wells. However, the ratio
of produced to consumed energy changed significantly in only a few cases: in Norway in
1973 production equaled 58% of consumption, but in 1978—with the development of the
North Sea oil fields—it skyrocketed to 228% of consumption; similarly, in 1973, energy
production in the United Kingdom equaled about half of energy consumption, but in 1978,
it had climbed to more than four-fifths. With the development of its natural gas fields, the
ratio of production to consumption in the Netherlands rose from 74% in 1970 to 117% in
1973, increasing to 134% in 1978. On the other hand, in Israel the production/consump-
tion ratio plunged from 109% in 1973 to 1.3% in 1978 following the return of the Abu
�udeis and Sudr oil fields in the Sinai to Egypt under the interim agreement. Except for
these four countries there were no substantial changes in energy dependence between the
two oil shocks.

It can be argued that countries that are least energy-dependent—that produce a big pro-
portion of what they use and are low in oil dependence (like the United States and
Canada)—are nevertheless exposed to price shocks because the price of oil and other fuels
rises whether it is domestic or foreign. No doubt Eastern Canada and Northern and
Northeastern United States do lose in the oil shock periods but these losses are offset by
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oil- and gas-producing regions that win—Western Canada and Southwest United States
(Texas, etc.). In contrast, everyone is a loser in energy-dependent Japan. The index mea-
sures real differences in national vulnerability to energy price shocks.

Changes in Terms of Trade

An additional, broader measure of vulnerability to external shock is changes in the ratio of
export prices to changes in import prices over a specified period. Some countries are in
the unhappy position of buying dear and selling cheap. For instance, Japan and Italy were
big importers of food, grain, energy, minerals, and lumber at the beginning of the oil shock
period. Denmark was a big importer of grain, energy, and lumber. From 1973 to 1974 the
prices of these imported commodities rose much more sharply than the prices of these
countries’ exports—the products they needed to sell to pay for their imports; their terms
of trade quickly deteriorated (the figures in table 12.3 are .77 for Japan, .82 for Italy, and
.87 for Denmark). Conversely, at the beginning of the oil shock Canada was a great ex-
porter of grain, energy, minerals, lumber, and other commodities whose prices soared; its
terms of trade improved (1.07). Source: Yearbook of International Trade Statistics, 1974 and
1977,Vol. 1, “Trade by Country,” U.N. Statistical Office, New York, 1975 and 1978.

The story was repeated in 1978 – 79 when terms of trade deteriorated quite a lot for
Japan (.84), West Germany (.95) and Denmark (.94) but improved for Norway (1.08),
New Zealand (1.07), Canada (1.06) and the United Kingdom (1.04).

Thus, we can view changes in terms of trade from 1973 to 1974 and 1978 to 1979 as
measures of external shocks. Because these shifts cover all export/import prices, they go far
beyond the energy dependence index. They are statistically unrelated to that index for the
first shock but are related for the second shock: the correlation between the energy de-
pendence index 1970 and change in the terms of trade 1973 – 74 is �.05; the r with liq-
uid fuels is �.16, and the r with energy production is .14. The correlation between the
index 1978 and terms of trade 1978 – 79 is �.52*; the r with liquid fuels is �.52* and with
production r � .57**. Both measures of vulnerability to external shocks are included in
tables 12.3 and 12.4.

The formula for changes in terms of trade:

ToT 1973–74 �
(EXP74/EXP73)

(IMP74/IMP73)

where

ToT 1973–74 The unit value of exports in 1974—i.e., the price of exports 
with the units held constant

EXP73 The unit value of exports in 1973

IMP74 The unit value of imports in 1974

IMP73 The unit value of imports in 1973

Source: IMF, International Financial Statistics Yearbook 1984
(Washington, D.C., 1984).
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It might be argued that these changes measure the failure or success of a country to
adapt quickly to a shock rather than the shock itself. But nothing in the policy arsenal of
a rich democracy can in one year have much of a benign effect on big one-year shifts in
terms of trade. Incomes policy, union busting, cuts in government spending, tax changes,
energy conservation—all take time. And a devaluation—very quick in its effects—if unac-
companied by other medium-term inflation-fighting measures will have disastrous effects
(Letiche, 1977). In short, the one-year shifts in terms of trade used in this analysis are al-
most pure measures of vulnerability to external shock.

That these changes in terms of trade are unrelated to economic performance (in mul-
tiple regressions) in the subsequent five or six year period underscores the overwhelming
importance of structures of bargaining and their policy consequences discussed in the text
(corporatism as it relates to strikes, capital formation, tax structures, as well as social, indus-
trial, and labor-market policies). See table 12.12. Tables 12G.13 and 12G.14 below report
zero-order correlations for external shocks and subsequent economic performance, the
index and its components.

Gross Fixed Capital Formation

The data on gross fixed capital formation for 1960 – 73, 1973 – 77, 1978 – 82, and 1983 – 87
come from OECD Historical Statistics 1960–83, OECD: Paris, 1985, table 6.8, p. 65. The
1983 – 87 data are from OECD Historical Statistics 1960–87, OECD: Paris, 1989, table 6.8,
p. 65. OECD defines gross fixed capital form as “The outlays (purchases and own-account pro-
duction) of industries, producers of government services and producers of private non-profit
services to households, on additions of new durable goods to their stocks of fixed assets less
their net sales of similar second-hand and scrapped goods.” For details on exclusions see Na-
tional Accounts Statistics of OECD Countries, 1975–87 (Paris, 1989), p. 536,Vol. 2.

Net capital formation is defined as gross fixed capital formation plus increase in stocks
minus consumption of fixed capital. Data from OECD National Accounts Statistics of OECD
Countries (Paris, 1990). We used gross instead of net capital formation and averaged the
yearly figures as a percentage of GDP for four periods: 1960 – 73, 1973 – 77, 1978 – 82,
1983 – 87. This avoids an understatement of U.S. investment performance. Net investment
in the United States fell in the 1980s while gross investment was roughly steady. The rea-
sons: Calculations of net investment subtract those allocations that replace worn out and
obsolete capital on the assumption that only new investment beyond what is necessary to
match genuine depreciation will contribute to productivity and growth. Thus the big in-
crease in computers and other short-lived capital equipment is what prevented gross in-
vestment in the United States from falling in the 1980s; subtracting such replacement
equipment shows that new capital formation declined.

I have used gross fixed capital investment so as not to bias the case in my favor and be-
cause some replacement equipment is for practical purposes truly new equipment. As Ben-
jamin Friedman (1989, p. 202) suggests, when production technologies change, the replace-
ment concept is slippery: “electronic programming takes the place of manual control,
compact designs replace units that take up more space, better motors use energy more effi-

ciently, and calibrations become finer. New buildings are not like old ones either.” So my use
of gross fixed capital formation overstates capital investment in the 1980s only in modest mea-
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sure. Even using net investment as a percentage of GDP my analysis shows that American
capital investment, like that of the UK, was anemic by comparative standards. In fact, for both
measures the USA and UK rank among the bottom three of eighteen countries during all
four periods 1960 – 73, 1973 – 77, 1978 – 82, 1983 – 87 (table not reported here).

Strikes

The level of strike activity is defined as the average annual number of person-days lost to
industrial disputes per 1,000 civilian, nonagricultural employees. Number of person-days
lost comes from the ILO Yearbook of Labour Force Statistics, UN/ILO: Geneva, various years.
The ILO tables are titled “Number of Working Days Lost in Industrial Disputes—All Di-
visions of Economic Activity.”

ILO reports the total number of industrial disputes that resulted in a stoppage of work
and the numbers of workers involved and working days lost. No consistent differentiation
between lockouts and strikes is possible, but in a few cases the data cover strikes only. Dis-
putes of small importance and political strikes are typically excluded. For most of our 19
countries some attempt is made to include workers indirectly affected (workers within the
establishment directly affected by the stoppage, not parties to the dispute, but still thrown
out of work). The data are reasonable approximations.

The basic source for civilian employment is the OECD Labour Force Statistics, OECD:
Paris. Data for 1963 – 83 come from the 1983 volume (Table 2 for each country gives total
civilian employment, and table 3 gives employment in “agriculture, hunting, forestry, and
fishing,” which was deducted to get non-agricultural civilian employment); data for
1960 – 62 are from the 1972 volume (table 5 and table 6, respectively]; and data for
1983 – 87 are from the 1987 volume (tables 5 and 7).

Missing data on civilian employment were filled in from the ILO Yearbook. All Israeli
data come from this source (1970 and 1973 Yearbooks, table 3; and the 1983 Yearbook, table
3A). Also, New Zealand 1960 – 72 are from the 1970 Yearbook (table 3). Finally, for the
Netherlands, 1960 – 71 data are from OECD, 1972; 1972 – 74 data are from ILO, 1975; and
1975 – 82 data are from OECD, 1983.

Nominal Wage Increases

These are average annual changes in nominal wages in manufacturing (except Australia
and New Zealand, which include all categories of economic activity, and Austria, which
is for mining and manufacturing). The primary sources are OECD Historical Statistics
1960–85 and OECD Historical Statistics 1960–80. Data not available in these sources were
filled in with data from OECD Main Economic Indicators—Historical Statistics 1964–83 and
various earlier volumes. Data for Australia, 1979 – 84; New Zealand, 1984; and Austria,
1984 were filled in from OECD Main Economic Indicators, December 1982 and December
1985. OECD seems to use nominal hourly wages and nominal hourly earnings inter-
changeably, so I used nominal earnings where nominal wages were not reported. The one
exception here is New Zealand, which gives weekly wage rates.

Since the two OECD sources (Historical Statistics and Main Economic Indicators–Historical
Statistics) gave nominal wage data for different sets of countries, I compared the data from
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the two sources for consistency, on that set of six countries where data were given in both
sources (Belgium, France, West Germany, Italy, Netherlands, and UK). The results were
very close, except for UK. The Main Economic Indicators shows a break in its series in 1977,
and the Historical Statistics adjusted for this, which would account for this discrepancy. This
confirms that our use of Historical Statistics as the primary source and Main Economic Indi-
cators as secondary is the appropriate strategy.

We made a further check of six countries (USA, Japan, W. Germany, France, UK, and
Italy) where Wohlers and Weinert, Employment Trends in the US, Japan, and the EC (New
Brunswick, NJ: Transaction Books, 1988), using different definitions, calculated nominal
wages and real earnings. They show only small discrepancies with our data. We also checked
Sweden’s nominal wage data against three other sources: Karl-Olof Faxen, unpublished
paper; Leon N. Lindberg, The Politics of Inflation (Washington, DC: Brookings, 1985); and
Gosta Edgren, Karl-Olof Faxen and Clas-Erik Odhner, Wage Formation and the Economy
(London: Allen and Unwin, 1973), again with trivial differences. While discrepancies be-
tween nominal wages and nominal earnings and real wages and real earnings for single years
are sometimes notable, when averaged over the relevant periods the differences cancel out.

Tax Data

The sources for all tax data as a percentage of GDP are �evenue Statistics of OECD Mem-
ber Countries 1965–1983, OECD: Paris, 1984, and �evenue Statistics of OECD Member Coun-
tries, 1965–1989, OECD: Paris, 1991d. The total tax load measure used here is total tax rev-
enues as a percentage of GDP. It includes taxes at every level of government.

Corporate taxes are total taxes on the income, profits, and capital gains of corporations
(OECD category 1200). Social-security taxes includes contributions by employers and em-
ployees and payments by self-employed or nonemployed (OECD category 2000).

Property taxes are defined as all taxes on immovable property (OECD category 4100).
For some countries, this category is broken down into taxes on households and taxes on
others. According to OECD’s description of this distinction (4110 vs. 4120), it

is between households as consumers (i.e., excluding non-incorporated business) on
the one hand and producers on the other hand. However, taxes on dwelling-houses
occupied by households, whether paid by owner-occupiers, tenants or landlords, are
classified under households. This follows the common distinction made between taxes
on domestic property and taxes on business property. Some countries are not, how-
ever, in a position to make this distinction. (�evenue Statistics 1965–83, paragraph 26B,
p. 42)

Ideally we would maintain this distinction for most purposes but it is available for only ten
countries. For the backlash analysis we made adjustments described in footnotes to table 10.2;
for the economic performance analyses we used the concept that fits immovable property
taxes (4100), which includes both households and enterprises. �ationale described in text.

Consumption taxes include all sales taxes, value-added taxes, and multistage cumulative
taxes “on the production, leasing, transfer, delivery or sales of a wide range of goods and/or
the rendering of a wide range of services, irrespective of whether they are domestically pro-
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duced or imported and irrespective of the stage of production or distribution at which they
are levied.” (�evenue Statistics 1965–83, p. 47). Import and export duties are excluded. This
is OECD category 5110.

Age Structure Variables

The source for these data is UN Demographic Yearbook, UN: New York. The 1978 Yearbook
is the source for 1970 and 1977 data.Various years, 1981 – 84, were used to attempt to get
1980 data for all countries. But for United States, Australia, New Zealand, and Belgium
we had to use 1981 data. The 1985 Yearbook is the source for all 1985 data, but it gave 1985
data for only six countries (USA, SWED, CNDA, F�AN, NETH, and AUST). Data for
the rest of the countries is from the following years: 1984 for DEN, NZ, WGE�, NO�W,
FIN, UK, IS�L, JAPN, I�E; 1983 for ASTL; 1982 for SWIZ, BELG, ITAL.

Education Variables

Educational expenditure variables and enrollment ratios for 1965, 1971, and 1974 are from
Educational Statistics in OECD Countries, Paris, 1981, with missing data filled in from the
UNESCO Statistical Yearbook, 1977 (Paris, 1978) and 1978 – 79 (Paris, 1980). The source
for all 1980 and 1988 data is the UNESCO Statistical Yearbook 1990, Paris, 1990. The en-
rollment ratios are from table 3.2. The higher education expenditure data for 1988 are from
table 4.4, which gives expenditures on the third level, where available. For USA, DEN,
ASTL, and IS�L, these data are computed from table 4.3, which gives total education ex-
penditure and the percent of the expenditure for the third level. All 1980 data are com-
puted from table 4.3.

In addition, exchange rates used to calculate per person expenditures and GNP at fac-
tor cost, used to calculate expenditures as a percent of GNP, were taken from National Ac-
counts Statistics of OECD Countries 1960–89, Paris, 1991,Volume 1. For Israel, these data are
from IMF, International Financial Statistics Yearbook 1990, New York, 1990. Population data
used to calculate expenditures per person are from UN Demographic Yearbook 1988 (New
York, 1990).
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 . Zero-order correlations of inequality measures with corporatist bargaining out-
comes and economic performance

Note: Italy excluded from strike correlations for 1973 – 77; Israel excluded from inflation correlations
for 1974 – 79.
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 . Energy dependence among nineteen rich countries, 1970 and 1978,
rank and score

 . External shocks and subsequent economic performance, zero-order correlations,
nineteen countries

Note: • �p � .10, *�p � .05, **�p � .01; Israel excluded from correlations with inflation 1974 – 79.
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MEASURES OF 

CENTRAL BANK AUTONOMY

The ranking of central bank independence in chapter 17 is based on empirical evidence
and scorings in Cukierman (1992), Grilli, Masciandaro, and Tabellini (1991), Alesina
(1988), Alesina and Summers (1993), Epstein and Shor (1986), Burdekin and Willett
(1991), and Bade and Parkin (1987). All studies define independence or autonomy of the
central bank as the ability of the central bank to pursue price stability free from the polit-
ical pressure of the current government.

Formal central bank autonomy can be measured by examining the degree of indepen-
dence conferred by law. All studies above except Cukierman use a legal definition. Cukier-
man supplements measures of legal independence with a questionnaire survey of qualified
central bank officials, a subjective measure of what he calls “actual” independence plus a
calculation of average turnover rates of central bank governors for over 50 countries for the
40 years ending 1989. Because turnover rates for our rich democracies fall in a narrow
range, and because turnover is a dubious measure of autonomy, we ignore them. (The di-
vergence between legal independence vs. independence measured by low turnover is sub-
stantial only for less developed countries.)

For my purposes Cukierman’s questionnaire data can be viewed as validation of the 
formal-legal measures in table 17.4. If we array his scores based on survey data for the nine
rich democracies he covers (ranging from 1.00 for the Bundesbank to .51 for Ireland’s cen-
tral bank) and translate them into four groups using natural cutting points (H, M, ML, L),
we find only one clear difference. Our combined ranks for legal autonomy place Ireland
medium-high; questionnaire data rank it low. Because Ireland’s economic performance was
poor, 1980 – 84, and average, 1985 – 89, changing its rank from medium-high to low would
make only a slight difference in the negative correlation between bank independence and
our economic performance index. As Cukierman (1992, p. 421) concludes from his statis-
tical analysis, “legal independence is a reasonably good proxy for actual CB independence
in developed but not in developing countries.”
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Two dimensions of legal independence are measured in table 17.4: “political” and “eco-
nomic.” Bade and Parkin and Alesina classify banks according to their degree of political
independence. Higher scores for autonomy are given to banks that can set policy objec-
tives free from government influence, that have few of their policymakers appointed by
elected officials, and that have the objective of price stability written into their charters.
Grilli, Masciandaro, and Tabellini and Cukierman use similar political measures but add
economic independence measured by the central banks’ ability to use monetary policy in-
struments at the banks’ exclusive discretion. Scoring basically reflects whether the central
bank is required to provide credit to finance government debt. Strict limitations on gov-
ernment borrowing from the central bank are an indicator of the economic independence
of central banks.

For my 18-country analysis of CB autonomy and economic performance I used the
four-point index developed by Bade and Parkin (1987) and extended by Alesina (1988)
to include New Zealand. Austria (2 � medium) is scored by Burdekin and Willett (1991).
I averaged these scores and the scores combining political and economic independence
computed by Grilli et al. (1991). Ireland (2.5) and Finland (2.0) are added by translating
Cukierman’s unweighted index of overall legal independence (ranging from Switzerland’s
.68 to Norway’s .14) into an equivalent metric (Cukierman, 1992, p. 382, table 19.4). The
rationale for combining these somewhat different measures into a 4-point scale for 18
countries is that Cukierman is able to replicate fairly closely the results obtained by Alesina
and Grilli et al. by comparing regressions of inflation on CBA using his scores for legal in-
dependence and the same subset of countries (Cukierman, 1992, p. 425). Any differences
in Cukierman’s results and the results from Alesina and Grilli et al. stem from the differ-
ences in samples, not from the measures of CBA. The correlation of the index used in table
17.4 and Cukierman’s scale (with or without Ireland and Finland) is .81. �eplicating our
analysis of central bank autonomy and economic performance using his measure of legal
independence yields almost identical results. In fact, the correlations of his measure and in-
flation are even weaker than ours for the same subset of countries and periods.

Various scholars disagree about Japan. Bade and Parkin rank the Bank of Japan high,
Grilli et al. medium, Epstein and Schorr (1986) low. My judgment is that in relation to
major ministries and the government, the autonomy of the Bank of Japan ranks low
(1 – 1.5). See chapter 2 (on corporatism-without-labor).

Appendix H
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MAYHEM INDEX,

MOBILITY-MERITOCRACY INDEX,
AND MINORITY-GROUP CLEAVAGES

Mayhem Index

The Wilensky mayhem index is constructed from four components: death rates due to fire
and to homicide, divorce rates, and unemployment rates. Its theoretical rationale is in the
text. The distribution of values on each component is divided into high, medium, medium-
low, and low values, based on natural cutting points. Each country receives a score of 3 for
a high value on that component, 2 for a medium value, 1 for a medium-low value, and 0
for a low value. The scores on all four components are then summed for each country to
create the mayhem index, which has a theoretical range from 0 to 12.

For 1970, the fire and homicide death rates per 100,000 inhabitants are from WHO, World
Health Statistics Annual, 1972 and 1973 volumes (Geneva, 1973 and 1974, respectively). All
rates are for 1973, except for Ireland and New Zealand for both measures and Belgium for
homicide, where the data are for 1972. Divorce rates per 1,000 married couples for 1970 are
taken from UN Demographic Yearbook 1976 (New York, 1977), from the “Special Topic: Mar-
riage and Divorce Statistics” section. The numbers of divorces used in calculating these rates
are three-year averages centered on the census year closest to 1970, and the number of cou-
ples is for that census year. Netherlands is missing on this divorce rate, but it falls between
France and Norway on divorce per 1,000 people for 1970, based on data from UN Demo-
graphic Yearbook 1974 (New York, 1975). Since France is scored 0 (low) and Norway is scored
1 (medium) on divorce for purposes of creating the index, Netherlands was assigned a score
of 0.5 on divorce in calculating its index score. The unemployment rates used are the average
annual unemployment rates for the period 1960 – 75. See appendix G for details and sources.

For 1980, the fire and homicide death rates are taken from WHO, World Health Statistics
Annual, 1982 volume (Geneva, 1983); except for France, New Zealand and Finland (the 1983
volume); and Canada, USA, Ireland, Italy and Belgium (the 1984 volume). All data are for
1980, except Finland and Belgium, where the data are for 1979. Divorce rates per 1,000 peo-
ple for 1980 are from the UN Demographic Yearbook 1982 (New York, 1984), table 33. Unem-
ployment rates are average annual unemployment rates for the period 1975 – 84. Sources are
described in appendix G.
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Appendix I

For 1988, fire and homicide death rates per 100,000 are from WHO, World Health Sta-
tistics Annual, 1990 volume (Geneva, 1991), except for Sweden and Belgium (the 1989
volume). All data are for 1988, except Switzerland, West Germany, UK, Austria, and Japan
(1989); Sweden, New Zealand, Israel, and Italy (1987); and Belgium (1986). Divorce rates
per 1,000 people are from UN Demographic Yearbook 1988 (New York, 1990). All data are
for 1987, except USA and Denmark (1988); and Australia, Belgium, and Italy (1986). Av-
erage annual unemployment rates for the period 1985 – 88 are used for the unemployment
component; see appendix G for sources.

Mobility-Meritocracy Index

The mobility-meritocracy index combines two mobility measures, an index of intergenera-
tional occupational mobility and an index of educational mobility, and two meritocracy mea-
sures, enrollment in, and spending on, higher education. The occupational mobility index is
from A. Tyree, M. Semyonov, and �. W. Hodge, “Gaps and Glissandos: Inequality, Economic
Development, and Social Mobility in 24 Countries” American Sociological �eview 44 ( June
1979): 410 – 424, table 2, p. 416. They represent the relative levels of intergenerational mo-
bility of sons from blue-collar origins into white-collar occupations, for each country. Since,
on their index, negative values mean high mobility and positive values mean low mobility,
we multiplied their index scores by minus 1 to create our mobility index. The educational
mobility index is the percentage of students of working-class origins in higher education, for
1964 or the nearest year, from Conference on Policies for Educational Growth, Group Dis-
parities in Educational Participation and Achievement Vol. IV (Paris: OECD, 1971), graph 21,
p. 61. The other two meritocracy measures are the enrollment ratios in higher education and
the expenditures on higher education per person in the total population averaged for 1965
and 1971. The details and sources for these measures appear in appendix G.

The construction of the mobility-meritocracy index is similar to that of the mayhem
index. In this case, distributions were divided into high, medium, and low, countries were
scored 2, 1, and 0, and the scores were summed over the four components, yielding an
index with a theoretical range of 0 to 8. One modification was necessitated by missing data
on the mobility components. Five countries (Austria, Finland, Ireland, New Zealand, and
Switzerland) were missing on occupational mobility, and four (Australia, Israel, Japan,
and New Zealand) were missing on educational mobility. Thus we had data on both mo-
bility components for only 11 countries. Of these, five (high-ranking Canada, UK, USA;
medium-ranking Sweden; and low-ranking West Germany) ranked the same on both mea-
sures, while six (Belgium, Denmark, France, Italy, Netherlands, and Norway) were medium
on one component and low on the other. But two of these cases were borderline: Nether-
lands and Norway were just above the cutting point on one component and just below it
on the other. Thus, for the 8 cases for which we had data on only one component, we as-
sumed that it would rank the same (H, M, L) on the other component. This left only New
Zealand, missing on both components, with a missing value for the index.

A partial validation of these early mobility measures—country rankings of structural variables
that persist over long periods—comes from a study of residential mobility differences among
developed countries by Larry Long (1991). We would expect some correlation between inter-
generational occupational and educational mobility and residential mobility. Table 14I.1 aligns
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our crude intergenerational mobility rates (sons of blue-collar fathers who moved to white-
collar jobs), our two-component index of mobility (intergenerational mobility and percentage
of working-class sons and daughters in higher education), as well as the four-component 
mobility-meritocracy index (the two mobility measures above plus higher education enrollment
ratios and per capita higher education expenditures) with two of Long’s residential mobility
measures: his estimate of the percentage of the population changing their usual residence in one
year for 14 of our countries, circa 1981, and the percentage that moved in the preceding five
years for 8 of our countries.

A glance at the table reveals a close match between residential and other mobility measures.
Only 1 case of our 18 countries ranked by mobility or meritocracy deviates substantially in

residential mobility. Great Britain ranks high or medium-high on our mobility and meritoc-
racy indexes but medium-low in residential mobility. Japan is a bit deviant; it ranks low on our
mobility measures but is about average in the percentage of Japanese who have moved in the
last year. Because of Japan’s unusually swift growth in recent decades, however, its relative rank
on our mobility measures has probably moved up to match its residential mobility rate.

Despite the well-known difficulties (Wilensky, 1966b), I read this table as an encourag-
ing sign that the old intergenerational occupational mobility data we are using and the in-
dexes that include them reflect reality and make sense.

Minority-Group Cleavages

This is an average of the ethnolinguistic fractionalization index (measured for 1960 – 65),
and the religious fractionalization index (measured for 1964), both from Charles L. Taylor
and Michael C. Hudson, World Handbook of Political and Social Indicators, second edition
(New Haven:Yale University Press, 1972), equally weighted. Linguistic cleavage scores range
from .01 ( Japan) to .75 (Canada); religious cleavage scores from .01 (Sweden) to .67
(Canada). From monographic literature, we infer that these rankings are both reasonable
and stable, except for Israel. The Taylor-Hudson index captured only “Jewish vs. other re-
ligions,” missing the strong divisions within the Jewish population between secular Jews
and fundamentalist Jews, and to a lesser extent between Sephardic Jews (“Oriental,” mainly
Middle Eastern) and Ashkenazi Jews (mainly European or American), with more recent
cleavages between Soviet immigrants and others, and Ethiopian Jews and others. An addi-

  . Minority-group cleavages index

Country Score Country Score

Canada .71 France .28
Israel .58 Japan .19
USA .55 Austria .17
Switzerland .55 Finland .12
UK .47 Italy .10
Australia .44 Ireland .08
New Zealand .43 Denmark .05
Netherlands .37 Sweden .04
Belgium .34 Norway .03
W. Germany .28
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tional source of cleavage is the one-sixth of Israelis who are Arabs. We gave Israel a rela-
tively high score of .58. The cleavage scores are shown in table 14I.2.

Although migration since the 1960s has increased and there has been some convergence
in social heterogeneity (e.g., Sweden and Italy have perhaps moved up), the relative rank-
ings are probably quite stable (see chap. 17 for a discussion of the amount of migration and
its economic and political effects).

Affluence

This is measured by GNP per capita. The average of 1966 and 1971 figures for each coun-
try was used for this analysis. GNP at factor cost was calculated from data in UN Yearbook
of National Accounts Statistics 1973 (New York, 1975), using the formula GNP at factor cost
� GNP at market prices minus indirect taxes net of subsidies. This was divided by total
population, taken from UN Demographic Yearbook, 1970 and 1973 (New York, 1971 and
1974, respectively).

Appendix I
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PUBLIC EMPLOYEES

Because cross-national figures on government employees generally include the armed
forces, which are shaped mainly by war and alliance or pact position and fluctuate greatly
over time, and because my interest is mainly in domestic policy and its impact, we aimed
to estimate nonmilitary public employees as a percentage of the total civilian labor force.
Several sources cover total public employees, military personnel, and the labor force. Data
on total government are from OECD, Employment in the Public Sector (Paris: 1982), table
A1, pp. 70 – 71. OECD’s definition of general government includes “various departments
and agencies at central, state, provincial, and local level which produce non-market goods
and services” but excludes all “government-owned firms and public corporations which
produce and sell goods and services in a market” (p. 9). Italian figures in this source ex-
clude conscripts in the army, so we constructed estimates of these conscripts from two
sources, OECD, Working Party No. 1 of the Economic Policy Committee, “The �ole of
the Public Sector,” CPE/WPI(82)4, (Paris: OECD, 1982), and the Institute for Strategic
Studies, The Military Balance series. For both Japan and Ireland for 1966, we calculated rates
of growth in public employment, which we then used to extrapolate backwards from
OECD data for later years. For Japan we used the Japan Statistical Yearbook series (Bureau
of Statistics, Office of the Prime Minister); for Ireland both the Census, 1966 (Central Sta-
tistics Office, Dublin, 1968) and the Statistical Abstract of Ireland 1972–1973 (Central Statis-
tics Office, Dublin, 1976). Figures for Israel’s public employees are from the Statistical Ab-
stract of Israel for 1967, 1972, 1975, and 1979. These figures already exclude the military.

Because the OECD figures include military forces, we used separate data on the size of
the armed forces from the U.S. Arms Control and Disarmament Agency, World Military
Expenditures 1963–1973 (Washington, DC, no date). Table II provides data on the size of
the armed forces for 1966 and 1971. In almost all cases these data were identical or nearly
identical to those in the International Institute for Strategic Studies (until 1971, the Insti-
tute for Strategic Studies), The Military Balance (London), published annually. Our figures
exclude military reserves but include conscripts, paramilitary border defense troops, and
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gendarmerie under the control of defense departments. We included gendarmerie when
they are either under the control of the defense ministry or have military equipment (ar-
mored personnel carriers, artillery, tanks). The aim: to keep all data consistent with those
of the ACDA, which include “active-duty military personnel, including paramilitary forces
where those forces resemble regular units in their organization, equipment, training, or mis-
sion.” �eserve forces are excluded (ACDA, World Military Expenditures 1963–1973, p. 10). In
all cases these gendarmerie numbers were small enough so that including them does not
affect the final public employee figures.

After subtracting the armed forces from the total government employees, we divided the
result by the size of the civilian labor force. Labor-force figures for 1966, 1971, and 1974
were taken from the OECD, Labor Force Statistics 1966–1977 (Paris: 1979), table II, with the
exceptions of Israel, Czechoslovakia, the GD�, and the USS�, whose data were drawn from
the International Labor Office (ILO), Yearbook of Labor Statistics 1975 (Geneva: 1975), tables
3 and 10. The figures for Sweden, Switzerland, Norway, Austria, Japan, Czechoslovakia,
the GD�, and the USS� originally included armed forces, so we subtracted the latter using
figures from The Military Balance, cross-checked by the ACDA figures for 1966 and 1971.
For 1978, labor force statistics come from the OECD, Labor Force Statistics 1969–1980 (Paris,
1982), table 5, except for Israel, whose figures come from the ILO, Yearbook for Labor Sta-
tistics (Geneva, 1982), table 3A.

French figures presented several problems of changed definitions and comparability.
Using the Annuaire Statistique de la France for 1984 and 1989 (Paris: INSEE) we adjusted
French figures to include nondefense military employees and exclude hospital employees,
doctors, and pharmacists (listed as public employees in 1980 but not after the mid-1980s).
About two-thirds of all French physicians in the early 1970s, for example, were in private
practice and the private medical sector has since grown (Hollingsworth et al., 1990,
pp. 34 – 36). The net effect: civilian public employees are 11.8% of the 1980 civilian labor
force, growing to 12.7% in 1986. If we counted all 620,858 doctors, pharmacists, and hos-
pital employees as public employees, it would increase the percentage of civilian public em-
ployees by 2.7 percentage points, so the French figure in table 9.1 would be 14.5% for 1980
instead of 11.8%—on the high side of “low.” Other minor adjustments make only trivial
differences in the final figure.

For countries that provide unusually high subsidies for “private,” “independent” “volun-
tary” associations such as churches—especially Holland and Italy—it can be argued that the
employees of these quasi-public agencies should be counted as public employees, increasing
the rank of these countries in table 9.1. �ein (1985, p. 112), for example, estimates that adding
personnel in the nonprofit sector of the Netherlands would boost its percentage of public
employees (11.3% in 1980) by half again as much. Because this is a gray area where data are
not comparable and the blurring of lines between public and private is a general phenome-
non, we have not attempted to adjust the figures for quasi-public employees any further than
OECD has already done. OECD, in fact, tries to apply a strict definition that includes “non-
profit and non-market institutions serving households or business enterprises which are
wholly or mainly financed and controlled by the public authorities” (Feys, 1994, p. 13). Thus
our figures include employees in a few charitable associations but exclude employees in a great
many autonomous but government-financed non-profits. These issues are discussed in chap-
ter 2, in the section on the blurring of public and private divisions (pp. 95–99).

Appendix J
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A study by Huber and Stephens (1996) covering 16 of our countries that came to my
attention several years after I completed this analysis confirms chapter 9. Their measure in
table 2 yields lower figures for public-employment ratios than those in my tables. But their
rank order for 1975 is almost identical to my rank order for 1980 in table 7.2. There are
only two notable discrepancies: Huber and Stephens rank France 6th, we rank it 13th (the
explanation is above); and they rank Australia 3rd, we rank it 8th (a discrepancy every-
where in this literature, which I have been unable to resolve by consultation with OECD’s
experts). Eleven of their 16 are identical in rank or only one rank apart; one, Switzerland,
is only two ranks apart (ours, 15th; theirs, 13th), Italy three (ours, 10th; theirs, 13th) and
Belgium, four (ours, 7th; theirs, 11th). These minor discrepancies might be explained by
the five-year difference in dates. In short, even quite different measures of public employ-
ment yield a similar picture.

Huber and Stephens (1996, p. 9), using different measures of both left power and pub-
lic employment, add a finding regarding early and recent trends that is consistent with chap-
ter 9: “Civilian government employment as a percentage of the working age population
did not vary much among [16] countries in the 1960s. To the extent that there was vari-
ation, the Anglo-American countries tended to have the highest levels. All countries then
expanded public employment until the mid-1970s. After that, public employment levels
began to diverge sharply. Whereas they increased dramatically in the Scandinavian coun-
tries [from 1975 to 1980] they increased only marginally elsewhere, and in the United
Kingdom they even declined.”

Appendix J
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