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From 1982 to 1993, a decade of tight economic constraints, the Danish welfare state was
governed by bourgeois partics. The expectation of the power resources model, the most preva-
lent theory aboutl the Scandinavian welfare states, was that the Danish welfare state would be
turned further in a residual direction. Those expectations were, however, never fulfilled - on the
contrary, the Danish welfare state was further expanded in a social democratic direction. A
focus on how the bourgecis governments, often in a difficult parlismentary situation, tried 1o
adapt the popular Danish wellare state 1o less favorable cconomic conditions accounts for
important aspects of this development. The bourgeots governments relied on a combination of
increased benefits 1o large groups of volers and well-hidden measures 1o strengthen public
fimanges,

Introduction

For a long time, the factors determining welfare state development have
been much discussed within political science, Numerous volumes have been
published on the issue, coming up with nearly as many answers. Still, during
the 1980s, it seemed that the so-called *power resources model,” focusing
on the power resources of the working class in particular, had gained a
dominant position.' For instance, Esping-Andersen’s (1990) identification
of three welfare state regimes, which is based on the power resources model
(cf. Kemeny 1995; Esping- Andersen 1985b), has been the point of departure
of much welfare state rescarch (c.g., Orlofl’ 1993; Taylor-Gooby 19496,
Bonoli 1996; and Kloostermann 1994), and it is cited in almost every schol-
arly work on welfare state development. Recently, the power resources
model has, however, been challenged.” Most prominently, Picrson (1994
1996) has guestioned the relevance of the power resources model in ex-
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plaining welfare state retrenchment - or the lack of it - in the USA and
the UK, just as the relevance of the power resources model in explaining
welfare state development in countries with strong Christian democratic
parties has been challenged (Van Kersbergen 19935, Cox 1993). The aim of
this article is to contribute to the investigation of welfare state dynamics by
examining the development of the Danish welfare state from 1982 to 1993,
when bourgeois governments ruled the country.

Apart from the work of Baldwin (1990), the explanatory power of the
power resources model in relation to the Scandinavian® welfare states has
remained largely unchallenged. Considering that the Scandinavian coun-
tries are the origin ground of the power resources model, it seems worth-
while to examine these countries more closely. In the terminology of Kuhn
(1970), the Scandinavian countries are ‘paradigmatic cases’ for the power
resources model, and not being able to explain the development here would
constitute a serious challenge to the model.

Denmark from 1982 to 1993 is a pertinent case in this regard, becausc
the ten years of continuous bourgeois rule are unique in the Scandinavian
context. Here, it has been almost impossible to examine what happens when
bourgeois parties rule the welfare state for a longer period of time,* simply
because social democratic government has been the norm. As Shalev (1983,
329-30) has argued, it 1s problematic to test the explanatory power of the
power resources model only on the basis of a prolonged reign of social
democratic parties, since the effect of variation in the main explanatory
variable cannot be investigated. The Danish welfare state from 1982 1o
1993 thus makes a unique opportunity of testing the power resources model
in a Scandinavian conlext.

This article argues that the power resources model is of limited relevance
in explaining the development of the Danish welfare state from 1982 w
1993, According to the power resources model, ten years of bourgeois rule
should turn the Damsh welfare state further in a residual direction, .., give
the market a more prominent role in the provision of welfare benefits. How-
ever, empirical evidence shows that these expectations were never fulfilled.
In fact, the Danish welfare state was further expanded in a social demo-
cratic dircction, i.¢., in the direction of a generous welfare state relying on
universal, flat rate, and tax-financed benefits. Alernative theories are not
really available and, therefore, the article proceeds with a more open-ended
discussion, which starts out by asking why the power resources model secems
to have lost its explanatory power. In short, the problem scems to be that
the power resources model cannot take into account what Pierson (1996)
has called ‘the new politics of the welfare state,” which points to the popular
cntrenchment of welfare states. Thus, the bourgeois governments from
1982 to 1993 faced the unpleasant task of adapting the very popular Danish
welfare state to less favorable economic conditions. Generally, they tried
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to do so by relying on a combination of increased benefits to large groups
of voters and well-hidden measures to improve public finances.

The Power Resources Model

The core idea of the power resources model is that the welfare state is part
of the distributional struggle in capitalist societies between the working class
and the bourgeoisie. A rapid transition from capitalism to socialism never
occurred, and instead the welfare state was established. Its basic aim is to
secure workers against the perils of the market, the most advanced welfare
states being those where the market has the least influence on benefits. The
establishment of the welfare state became possible with the introduction of
universal suffrage, which strengthened the position of the working class
relative to other classes (cf. Stephens 1979; Esping-Andersen 1985a; 1990,
Korpi 1983; 1989, Esping-Andersen & van Kersbergen 1992). Welfare state
variation has sometimes been explained simply by the power resources of the
working class, i.e., its numerical strength, the strength of trade unions and
the extent of its government participation (cf. Korpi 1989). Other studies
have given more sophisticated explanations by including such factors as the
possibilities of ¢lass alliances (Esping-Andersen 1985a; 1990) and the unity
of the bourgeois opposition (Castles 1978). However, the bottom line
remains that the welfare state is seen as an opportunity for the working class
to limit the influence of the market on the distribution of wealth in society
(cf. Esping-Andersen 19351:!}.5

When focusing on Scandinavia, the most celebrated explanation of the
building of the welfare states is Esping-Andersen’s (1985a; cf. also Esping-
Andersen & Korpi 1986). Orniginally, the Scandinavian welfare states were
cstablished by red-green alliances between the working class and the farm-
crs. When the number of farmers declined, the working class was able to
contract an alhance with the ‘new middle class’ by gradually replacing
targeted benefits with universal ones, which were more atiractive to the
latter. The purpose of this new alliance, as seen from a social democratic
perspective, was Lo avoid that the new muddle class would turn 1o the market
for welfare benelits, a tendency that would undermine political support for
the welfare state (Esping-Andersen 1983a, 244-46).

According to Esping-Andersen, the comparatively weak Danish Social
Democratic Party has only been partly successful in this strategy, The mar-
ket has come to play a rather strong role in Denmark in relation to both
pensions and housing (19854, 155-90; Esping-Andersen & Korpt 1986, of,
also Vestera-Jensen 1985). In combination with the inability of the Danish
Social Democrats to secure full employment and to finance the welfare state
after the two oil crises, this partial failure to keep the new middle class away
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from the market has partly undermined the party’s political basis. It has be-
come the most decomposed of the Scandinavian social democratic parties,
a decomposition that has not only strengthened the bourgeois partics, but
also created a strong left-wing opposition. Denmark is thus seen as the most
obvious Scandinavian candidate for a middle class defection, a possibility
which was already indicated by the 1973 tax revolt (Esping-Andersen
19835a, 281-85; Marklund 1988).°

The question then becomes what hypothesis concerning the Danish wel-
tare state under bourgeois reign to develop from this. If political parties, as
argued by the power resources model (cf. Korpi 1989, 310-14), act as agents
of class interests, the basic aim of bourgeois parties must be to increase the
role of the market in welfare provision, as this is to the advantage of the
class interests they represent. Still, according to the power resources model
(Korpt 1989, 313; 1991; cf. also Esping-Andersen & Korpi 1986, 71-73),
one cannot expect that bourgeois parties will always try to strengthen the
role of the market in the short run. The reason is that strong labor move-
ments may be able to move the political center to the left, i.e., change “the
strategic context.” This may give right-wing partics a short-term interest in
partly pursuing the policy agenda of the left.

However, in Denmark from 1982 to 1993, the bourgeois partics did
seem to have the possibility of pursuing their basic class interests. First, as
noticed above, analyses based on the power resources model show that the
Danish bourgeois parties had already been somewhat successful in creating
a role for the market in welfare provision.” Second, the long period of bour-
geois rule should give the bourgeois parties time to countervail “the cumu-
lative effects of social democratic rule’ (Shalev 1983, 330). Thus, with the
Danish economy on the brink of the abyss (Nannestad 1999), the bourgeois
governments should have the possibility of introducing reforms, both in
terms of cutting back on spending and, more importantly, in terms of
changing the content of the welfare state, As Esping-Andersen & Korpl put
it, ‘[i]n light of current welfare state cutbacks and legislated institutional
changes, all indications are that Denmark is moving further away from the
“Scandinavian model” " (Esping-Andersen & Korpi 1986, 55). How far in
the residual direction the bourgeois partics would be able to push the
Danish welfare state is difficult to say, and one would not expect a bourgeois
revolution. Still, from the perspective of the power resources model, Lhe
Danish wellfare state 15 o become more residual. However, this 15 not what
happened,

The Danish Welfare State under Bourgeois Rule

A way of getting a first overview of the development of the Danish welfare
state from 1982 1o 199315 to look at the development of expenses on wellare
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Table 1. Public Expenses on Welfare State Purposes® in Fixed® Prices and as Perocentage of
GDP in Current Prices

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

Expenditures in fixed prices 100 1002 #9.5 1013 1017 1062 1041 1108 1133 1159 1196
Expenditures as pereentage
of GDP in current prices L0 380 343 333 3T O34 Me 354 355 32 O30

* This includes all transfers 1o houssholds and public consumption relating to education, health,
heusing and social securily purposes.

* Cash benefits are deflated by the consumer price index and services by the public consumplion
deflator.

Seurce: Statistiske Efterretninger: Nationalregnskab, offentlige finanser op betalingsbalance. various
issucs; Sratistisk tdrsoversigt 1991 and 1996,

state purposes. As seen from Table 1, these increased by about 20 percent
in fixed prices from 1982 to 1992.% This growth was enough to keep pace
with the growth in GDP. The percentage of GDP spent on welfare state
purposes thus remained constant around 37 percent, although it fluctuated
somewhat over the decade. Judging from the development of public spend-
ing on welfare stale purposes, there are thus few signs of cutbacks. In fixed
prices, spending on welfare state purposes actually grew considerably,

These ageregate figures conceal both cuts and expansions. Most of the
cutbacks took place in the beginning of the period. The most important ones
were the changes in the indexation of cash benefits. Starting in 1982, the
level of voluntary early retirement, unemployment and sickness benefits,
was more or less frozen for three yvears. Considering that the level of in-
flation in Denmark was around 10 percent in 1982 (Nannestad 1999), freez-
ing the benefits for three yvears could be expected to save a considerable
amount of cash.” A waiting day for sickness benefits was also introduced'®
{Knudsen 1987).

Expansion took place all through the period, but, as indicated by Table
1, most distinctly after 1986, At the beginning of the period, maternity leave
was improved and a new and more generous disability pension was intro-
duced. After 1986, both the national pension and child allowances were
improved scveral times, just as social assistance became more generous, As
part of the budget agreement for 1988, the benefits that had been partly
frozen were also extraordinanly improved (Ploug & Kvist 1999; Plovsing
1994, 58-82).

As these examples indicate, it was mainly cash benefits that were im-
proved. Thus, it 1s worth noticing that, as seen in Table 2, expenses on cash
benefits grew more than four times as much as expenscs on services, which
only grew slightly (cf. Green-Pedersen 1998)."" Altogether, the Danish wel-
farc state did not become any less generous under bourgeois reign. Cash
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Table 2. Public Wellare State Expenses® in Fixed Prices Ddvided imto Cash Benefits and
Services

1982 1983 1984 I9ES 1986 19RT I9EE  19RD 1900 1991 1902

Cash Benefits 10600 1004 BO0G 1003 996 1054 1126 MIBE 1214 1369 1323
Services 100 990 955 1023 1038 1069 1057 1051 1053 1053 1004

' Drefined and defated as in Tablza 1.
Source: Statistiske Efterretninger: Mationalregnskab, offentlige finanser og betalingsbalance, vartous
issues; Statistask tidrsoversigt 1991 and 1996,

benefits were actually improved considerably. Still, there were important
cutbacks, especially during the first years of bourgeois rule.

Seen from the power resources model, spending measures are, however,
only of limited interest (cf. Esping-Andersen 1990, 21). The more interesting
guestion is whether the Danish welfare state moved away from its universal,
flat rate and tax-financed structure.

Two surveys of social policy change in the period {Andersen 1997b, §-20;
Plovsing 1994, 58-82) both conclude that the Danish welfare state became
more universal in character in the sense that benefits were made available to
broader segments of the population, for instance by the abolishment of
means testing. These changes also implied that benefits became more flat
rate. To take a few examples, a universal, flat rate child allowance was
introduced, as well as flat rate student grants for almost everyone above the
age of 19, It is also worth noticing that the new disability pension act made
benefits less dependent on medical eriteria, just as the new social assistance
act made benefits less dependent on the judgment of social workers (Plovsing
1994; Ploug & Kvist 1999). These benefits thus became more of a social
right.

Looking at the way benefits are financed, the general picture is still one
of tax financing. There is, however, some evidence of a shift away from tax
financing in relation to unemployment and voluntary early retirement
benefits, which are financed as one, Member and employer contributions to
these schemes were raised a number of times, and employers were forced
to pay for the first two days of unemployment (Nannestad 1999), In 1991,
the years of membership of an unemployment fund required to be eligible
for voluntary carly retirement benefits were also raised from 10 10 20 years, '
These changes may be inlerpreted as an attempt to privatize the schemes
(cf. Greve 1993, 71). However, the government still carries the marginal
burden of the cxpenses and pays the major part of them,'? so the tendency
towards a privatization of these schemes is only limited,

On the general level, there is thus little evidence that the Danish welfare
state lost its universal, flat rate and tax-financed character, just as it did not
become less generous. Actually, its seems that the social democratic struct-
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ure of the Damsh welfare state was strengthened. Good examples of this
are provided by a closer look at the two policy areas where, according to the
power resources model, the struggle for new middle class support is most
prominent, namely pensions and housing:

One researcher, arguing from the power resources model, has referred
to the Danish pension system as a bifurcated system (Vestere-Jensen 1985,
cf. also Esping-Andersen 1985a,155-63; Esping-Andersen & Korpi 1986,
49-55). On the one hand, there is the national pension, which everyone is
entitled to at the age of 67. On the other hand, an extensive market for
individual pensions exists, together with various occupational pensions,
especially for public employees, Thus, unlike in Sweden, an integrated
superannuation scheme has never been established,' neither in the private
nor in the public sector {Overbye 1996). For a government wanting to in-
crease the role of the market, pensions seemed an obvious place to start,
since private pensions were already widespread. The role of the market
could be increased by weakening the national pension and/or by enhancing
the attractiveness of private solutions, for instance through changes in the
tax system. However, the bourgeois governments did just the opposite!

Kight from the beginming, they declared that the national pensions would
not be affected by the cuts they intended to make in cash benefits (Folket-
ingets Forhandlinger 1982-1983, 8) and later on, the level of benefits was
raised several times. Thus, from 1982 to 1992, the real value of the national
pension’s basic amount increased by 17 percent for married couples and
cight pereent for singles, and the value of the pension supplement rose even
more.'”” Furthermore, the income testing of the supplement was eased in
1987,'® implying that the percentage of pensioners receiving the maximum
supplement increased from 48 in 1987 to 67 in 1992 (Staustiske Efterret-
ninger, Social Sikring og Retsviesen, various years),

The only cutback in the national pension was the introduction, in 1984,
of income testing of the basic amount. The income testing, however, only
related to considerable earnings from work and only applied to pensioners
aged 67-69. Thus, its impact was very limited: less than two percent of all
pensioners were affected (ibid.). Furthermore, its is noteworthy that, unlike
most other cuts in social expenditure introduced by the first bourgeois
government, this one was supported by the Social Democrats. They even
spoke of extending income testing to all pensioners, which they did afier
regaining power in 1993, The bourgeois government itself was less proud of
the change in 1982, and the major bourgeois parties were against the ex-
tension of the income test in 1993 (Folketingets Forhandlinger 1982-1983,
412-34; 19931994, 2972-90)."

The bourgeois governments also diminished the attractiveness of private
pensions. First, and most importantly, a tax on the vield of private pensions
was introduced as of 1983, affecting all future pension savings, The revenue
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from this tax was — and still 15 — quite considerable, and it has severe con-
sequences for the value of private pensions. Calculations {(Henriksen et al.
1988, 202-3) show that a pension saver who was 30 years old in 1988, and
whose savings would thus for the most part be affected by the tax, will end
up with a compensation level more than 20 percent lower than that of a
pension saver aged 55-59 in 1988, Second, the tax reform implemented in
1987 meant that marginal tax rates were lowered by two to seven percent
{Matthiessen 1986). Thus, the value of the right to deduct contributions
to pension schemes from taxable income was decreased. The maximum
amount that could be paid into the popular capital pensions was also re-
duced (Hansen et al. 1986). Altogether, the pension policy of the bourgeois
governments may best be described as ‘social democratic”® in character.
The national pension was strengthened and made more universal, while
private pensions were made less attractive.

Through most of the post-war period, Danish housing policy has been
characterized by an increasing role of the market. Most importantly, private
home ownership has been stimulated through generous tax allowances
(Esping-Andersen 1985a, 183-86; Esping-Andersen & Korpi 1986, 63-69).
Again, onc might expect that the bourgeois governments would try to
increase the role of the market, or at least maintain the status quo. However,
as was also the case with pension policy, the housing policy pursued by the
bourgeois governments was ‘social democratic’ in character, although not as
pronounced asin relation to the former.

The single most important event in Danish housing policy in this period
was the hmitation of the value of the tax allowance for home owners,
i.¢., the right to deduct interest on mortgages from taxable income (cf.
Kjergaard et al. 1986). This limitation was part of the 1987 tax reform and
had severe consequences for Danish home owners, A limitation of this tax
allowance was something the Social Democrats had long wanted, but not
been abie to carry through themselves (Esping-Andersen 1985a, 185-86).

As regards other aspects of Danish housing policy, such as rent allow-
ances, rent control, and public housing, the general picture is one of con-
tinwity (cf, Harloe 1995, 484 -9%, 505-6), although certain changes did take
place. Some cutbacks in rent allowances were carried through, but at the
same time cxpenses grew considerably (Ministry of Finance 1992). At the
beginning of the period, quotas for social housing were kept at a high level,
but later cutbacks were implemented (Harloe 1995, 486-90), The rules
concerning rent control remained largely unchanged. Altogether, changes
in a restdual dircction seem to have been quite imited and, if the issue is the
general Danish housing policy of that period, it must be charactenized as
social democratic, due to the 1987 tax reform.

Looking at the overall development of the Danish welfare state under
bourgeots reign, there 15 gencrally little evidence 1o support the hypothesis
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that can be developed from the power resources model. It is true that the
bourgeois povernments did implement important cutbacks, especially at the
beginning of the period, but benefits, especially cash benefits, were generally
improved more significantly. As regards the content of the welfare state,
the policy of the bourgeois governments was of a very social democratic
character. This development 1s particularly pronounced in relation to the
two arcas highlighted by the power resources model, namely pensions and
housing. Altogether, the Danish welfare state did not diverge any further
from the Scandinavian model; actually it moved closer to it.

The Problenis of the Power Resources Model

The logic thing to do next is to look for alternative theories which might
explain the case. However, as such competing theories do not really exist,
the remaining part of this article will be more of an open-ended discussion
of what may explain the development of the Danish welfare state. One way
to begin these deliberations is to ask why the power resources model seems
incapable of accounting for the recent development of the Danish welfare
state. An answer to this question would give some idea of where to look for
alternative explanations.

Basically, the power resources model explains the development of welfare
states in lerms of conflicting class interests. According to the model, the
welfare state is an instrument by which the working class may fight market
influence on the distribution of wealth in society, a view that stems from the
roots of the power resources mode] in Marxist class analysis, This view of
the welfare state implies that, by definition, workers are pro-welfare state,
the bourgeoisie is against 1t, while the new middle class is skeptical and
will have 1o be tempted by luxury benefits. Thus, as Jackmann (1986) has
pointed out, politics is class struggle by other means.

As argued by Pierson (1996, 150-51), this may long have been a fruitful
way of analyzing welfare state development, but that no longer seems to
be the case. According o Pierson, policy feedback from the welfare state
has changed politics. Concurrently with its growth, the welfare state has
attained a very strongly popular entrenchment and has created new sup-
portive interest groups, such as user groups and providers of public services.
Pierson calls this “the new politics of the welfare state’ (1993; 1996,143-
51). Investigations into the attitudes of the Danish electorate towards the
welfare state support the idea of “popular entrenchment,” and draw a picture
of welfare state attitudes somewhat different from the class perspective
underlying the power resources model (Andersen 1993; 1997a; Nannestad
& Paldam 1993). The Danish welfare state generally enjoys strong, but
not uncritical, public support. Even among the voters of the bourgeos
partics, a majority supports the welfare state (Nannestad & Paldam 1993,
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305; Andersen 1938, 149}, and the members of the new middle class are
those most in favor (Andersen 1993).

Feedback from the welfare state to politics is, of course, an important
part of the power resources model. The working class must bribe the new
middle class exactly because this strategy, if it succeeds, will create a feed-
back of middle class support for the welfare state, The problem, however, is
that such feedback mechamisms seem to be a lot stronger than expected by
the power resources model and to work in ways not taken into account
either. In Denmark, where the strategy of the working class succceded only
in part, the popular entrenchment of the welfare state s very strong, and,
despite the prevalence of private pensions, the national pension is among
the most popular welfare state schemes (Andersen 1991). In the UK and the
USA, where the strategy of the working class failed, market solutions are
prevalent. Therefore, these two countries, especially the USA, are seen by
the power resources model as among the most obvious candidates for a
backlash against the welfare state (Esping-Andersen 1990, 32-33), How-
ever, the welfare state actually also proved to enjoy strong popular support
in these two countries (Pierson 1994).

Alternative Explanations

Starting from the popular entrenchment of the welfare state and the idea,
taken from rational choice theory (cf. Downs 1957), that governments volte
maximize, or at least pay close attention to voters’ reactions, we find that
the situation of Danish governments, bourgeois or not, regarding the wel-
fare state can be described in the following way: Improvements of the wel-
fare state are attractive as a way of improving government popularity,
while cutting back on the welfare state is risky business. During the years of
bourgems reign, the problems of Danish economy {(Mannestad 1999) turned
this situation into a real dilemma between cconomic constraints and pop-
ular entrenchment. On the one hand, the bourgeois governments needed a
tight budgetary policy as part of the economic restoration, on the other
hand, cutbacks in welfare state expenditures, which equal more than two
thirds of overall public expenditure in Denmark, could easily imply severe
electoral punishment. Thus, the bourgeois governments faced the unpleas-
ant task of having o adapt the very popular Danish welfare state to a less
favorable cconomic situation,

One way out of this dilesnma was to use what Pierson describes as “strat-
egies of blame avoidance’ (1994, 19-26, cf. also Weaver 1986), i.c., ways in
which governments may limit the hazards of cutbacks. Especially the strat-
egy of obfuscation is interesting. Drawing on Arnold’s (1990} 1dea of causal
chains, the gist of this strategy is that governments, by the way they frame
policy, make it difficult for voters to realize cither that cutbacks are being
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made or, if they do find out, that the government is the culprit. This idea is
similar to what Gray (1990) has called ‘policy by stealth.’

The question then is if this line of thought makes some sense of the wel-
fare policy of the bourgeois governments. It seems so. Even in an era of
austerity, the Danish welfare state expanded further, Most of the expansion
benefited broad groups of voters considered needy, such as pensioners and
families with children. Furthermore, by making benefits more universal, the
governments made sure that the improvements would benefit very broad
segments of the electorate.

There are also at least three examples that the governments used the
strategy of obfuscation or policy by stealth to improve public finances
significantly. The first example i5 the introduction of the tax on the yield of
private pensions, which was probably the single most significant contri-
bution to improving public finances. This is an example of such a strategy of
obfuscation in two ways. First, this tax is a very complicated piece of legis-
lation, and to understand its exact consequences is difficult. Second, the
negative consequences of the tax will not be felt by anyone until sometime
in the distant future when someone gets a smaller pension. The benefits in
terms of tax revenues, on the other hand, come to the government fairly
quickly. The bourgeois partics might not have liked the tax and were also
against it when in opposition (Vestere-Jensen 1985, 252-58), but once in
government and having to balance budgets, they saw the world in a different
light. A tax that fairly quickly gave considerable revenues and whose nega-
tive consequences were well hidden was simply too tempting.

The second example is how the bourgeois governments exported the blame
for a tight fiscal policy to local governments (cf. Blom-Hansen & Pallesen
1998). Local governments in Denmark provide most welfare state services,
equaling two thirds of the overall public consumption, whereas transfers are,
by and large, in the hands of central government. Loecal governments enjoy
some independence, notably due to their right to levy taxes, but central
government has considerable influence on their economy, partly through its
grants to local governments and partly through *the budgetary cooperation’™:
Each year, central and local government associations negotiate an agreement
concerning the overall spending and tax levels of local governments. These
agreements are not legally binding on the individual counties and municipali-
ties, but central government has some means of sanction if agreements are
not kept (Albek 1994; Blom-Hansen 1999). This institutional set-up gives
central government an incentive to try to avoid the blame for a tight
budgetary policy by keeping down the expenditure of local governments. In
relation to local government expenditure, the central government can expect
that at least part of the blame will be put on local politicians. Based on this,
it is no surprise that Table 2 shows that expenses on transfers grew con-
siderably, while expenscs on services grew only slightly.
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The increases in member and employer contributions to unemployment
and voluntary early retirement benefits provide the third example. It may
be argued that they constitute a tendency towards a privatization of these
benefits (Greve 1993, 71). The increases can, however, also be seen as hidden
tax increases. The level of member and employer contributions is decided
by parliament independently of the actual expenses on the two schemes, and
the revenue acerues to the government like any other tax.'” Member con-
tributions are, however, collected by the funds, and since membership is
voluntary they do notlook like a tax to the members. Employer contributions
also affect very few volers personally.

Altogether, this line of thought, which is still far from an alternative
theory to the power resources model, seems to account for important parts
of the development of the Danish welfare state. [t explains why the Danish
welfare state grew and in a universal direction, just as it explains why
transfers grew a lot more than services. In short, it seems that the bourgeois
governments relied on a combination of improved benefits to large groups
of voters and well-hidden measures to improve public finances. The best
example of this is the ‘social democratic’ development of Danish pension
policy, i.e., improvements of the national pension and the tax on the yield of
privale pensions.

However, there are also developments that run counter to this line of
thought. The limitation of the tax allowance to home owners is difficult to
understand in this way, since home owners, who constitute a large group of
volers in Denmark, were affected very negatively and over a short span of
time. The limitation was part of the 1987 tax reform which reduced tax rates
but broadened the tax base (cf. Cox 1997), so perhaps the government
hoped to be rewarded for the former.

During the first year of bourgeois reign, the government also imple-
mented cuthacks that were less well hidden to the voters, e.g., the lack of
indexation and the introduction of a waiting day in sickness benefits. The
reason why the government nevertheless implemented these cuts was prob-
ably that Denmark was in dire cconomic straits, especially in the shape of a
large budget deficit (Nannestad 1999). Furthermore, it scems that voter
attitudes at that tme gave the government some lceway in relation to the
dilemma skelched above. A considerable ‘crisis awarencss’ existed among
the electorate, in the sense that it saw the need for measures to take the
Danish cconomy away from the brink of the abyss (Petersen et al. 1996).
Therelore, voters, even though they did not like the cutbacks, accepted them
due to Denmark’s economic troubles (Andersen 1988, 162-65).

To obtain a more comprehensive understanding of the development of
the Danish welfare state from 1982 to 1993, the parliamentary situation of
the bourgeois partics must also be included. All the bourgeois governments
were minority and coalition governments and all of them, except the onc
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from 1984 to 1987, had to rely on the support of either all six bourgeois™
parties or the Social Democrats to pass proposals in parliament. Further-
more, the bourgeois governments accepted that in some situations, especi-
ally in relation to foreign policy, a majority outside the government passed
legislation which the government then had to implement (Damgaard
1992).

The often weak parliamentary situation of the bourgeois governments
influenced welfare state development in Denmark. An example is the intro-
duction of the universal and very generous student grant. This law was
forced on the government by a majority consisting of the left wing parties
and the Social Liberals, while the government itself voted against it. It was,
however, also an exception in the sense that politcal compromising between
the bourgeois governments and the opposition was generally the way the
parhamentary situation influenced welfare state policy. One example is the
1988 budget agreement with the Social Democrats, which raised the level of
most cash benefits considerably. There are also examples of the bourgeois
governments suggesting cuts in social expenditure, in particular unemploy-
ment benefits, which they could not get through parliament. The Social
Democrats vehemently opposed, especially during the first years of bour-
geois rule, almost all suggestions of cutbacks.

Based on this, one could argue that the Social Democrats, through poli-
tical compromises, forced the governments to pursue a “social democratic’
policy, in direct opposition to their wishes. Such an argument would, how-
ever, overestimate the influence of the Social Democrats. Thus, it is worth
noticing that the tax reform together with the universal child allowance was
introduced between 1984-1987 when the bourgeois government was in a
strong parliamentary position and did not need to compromise with the
Social Democrats. Furthermore, the disagreements between government
and opposition were generally about budgetary policy, not about the con-
tent of the wellare state, For example, the government opposed the univer-
sal and generous student grant, not because 1t was against universalism, but
simply because it found the law too expensive (Folketingets Forhandlinger
1986-1987, 5803-23; 19871988, 8853-64). In short, it scems that the par-
liamentary position of the bourgeois governments made it even more
difficult for them to pursue a tight budget policy, but this did not force them
to pursue 4 “social democratic” welfare policy.

In summary, from the line of thought that any Danish government,
bourgeois or not, has strong electoral incentives to work for a further
cxpanston of the tme-honored Danish welfare model, and if wishing to
improve public finances, is well advised o do so by stealth, important
aspects of the development of the Danish welfare state are casy to under-
stand, Other factors, especially the parliamentary situation, have, however,
also played a role.



Conclusion

When the first bourgeois government took office in 1982, one observer
feared that this was the ‘end of the idyll," i.¢., the Danish welfare state was
in danger (Christiansen 1984). However, ten years of bourgeois rule ex-
panded the Danish welfare state further in a social democratic direction.”!
Actually, one may argue that when the Social Democrats regained power in
1993, the Danish welfare state was in better shape than in 1982, It had been
further expanded, its economic foundations were sounder, and public sup-
port was intact.

This development is contrary to what could be expected based on the
power resources model, according to which the Danish welfare state should
have moved further in a residual direction, Furthermore, it seems that the
incapacity of the power resources model in explaining the development of
the Damish welfare state follows from its view of wellare state development
as driven by conflicting class interests. This does not sufficiently take into
account what Pierson (1996) has described as ‘the new politics of the welfare
state,” that is, the creation of the welfare state has changed politics as it
has created politico-ecconomic conditions favorable Lo its own survival and
further expansion. An alternative comparative theory is not available, but it
seems that one can understand important aspects of the development of
the Danish welfare state from 1982 to 1993 by focusing on how the bour-
geois governments tried to adapt the very popular Danish welfare state to a
less favorable economic climate, They relied on a combination of improved
benefits to large groups of voters and well-hidden measures to improve
public finances.

Going back to the theorctical debate about the determinants of welfare
state development, one of the central elaims of the power resources model
has been that politics, in terms of the party color and class base of the gov-
ernment, matters (Esping-Andersen & van Kersbergen 1992; Korpt 1989,
310-14; f. also Castles & Pierson 1996). However, the development of the
Danish welfare state during ten years of bourgeois reign gives evidence Lo
the contrary. The Danish case seems a clear example of electorally driven
policy convergence (cf. Jackman 1986). Thus, the Danish welfarc state un-
der bourgeois reign, which may be considered a critical case for the power
resources model, adds further evidence to Pierson’s criticism of it. Further-
more, the development of the Danish welfare state from 1982 to 1993 can,
to some extent, be explained by a line of thought similar to Picrson’s ideas
of how governments act in light of the new politics of the welfare state.
Therefore, this seems Lo be the direction where the study of welfare state
development should be heading,
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18. Despate the changes in the 1ax system, the prevalence of occupational pensions did
increate considerably in the period, as the unions, led by the metal workers, negotiated
pension schemes in the collective bargaining rounds of 1991, The unions had tried to
achieve a pension reform up through the late 1980s bt had Failed, partly due (o a lack
of support from the government (Miglsen 1996],

19. On top of the contributions, members pay a small administration fee (o their unemploy-
ment fund which varies from fund 1o fund,
20, The six bourgenis parties are the Liberals. the Conscrvatives, the Christians Peoples

Party, the Center Democrats, the Social Liberals and the Progress Party, The second
bourgems poverament (1984-1987) could muster a majority with the support of
only the Social Liberals and three members from Greenland and the Faeroe Islands
(Damgpaard 1992).

2l.  Some observers speak of cutbacks as a general description of the peried (e.g., Andersen
¢l al. 1996 Stephens 1995, Christiansen 1994),
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NOTES

l.
2.

1
1.

16
17.

The classics are Esping-Andersen (1985a; 1990); Stephens (1979); Korpi (1983). CF
alen O'Connor & Olsen (1998),

Criticismy of the power resources mode]l has, of course, always existed, For instance,
the so-called “state centered perspective’ (e.g., Weir & Skocpol 1985) has challenged the
explanatory power of the power resources model for a long time, butl eoiticism af it
has been rising through the 1990s.

Sweden, Denmark and Morway.,

All Scandipavian countries have had hourgeois governments for shorter periods of
time, but since the power resources model emphasizes the cumulative hold of power by
the social democrals (Shalev 1983, 330; Korpi 1991], a few vears of bourgeois rule are
not really suitable for testing the power resources model (of. below).

The title of Esping-Andersen's book ‘Politics agamst Markets' (19835a) 15 thus very
aApposiie,

The introduction of economic democracy was suggested by Esping-Andersen as a way
of revitalizing the Danish Social Democrats (1985a, 289-313).

Actually, Esping-Andersen suggests that the Danish Social Democrats have felt forced
to implement bourgeois policy since the mid-1970s (1985b, 245).

The reason for not including figures for 1993 is that they are significantly affected
by the palicy of the Social Democratic-led government that took office in January
1993,

The level of inflation dropped in the following vears, 1o 4.7 percent in 1985 (Statistisk
tarsoversigh 1991, so the actual savings were less than what ould have been expecied,
The waning dayv was abolished again in 1956,

A caveat here 15 that the growth of the expenses on cash beoefits was due to the rising
number of unempleved and 1o demegraphic changes. This s panly true i the sense
that if expenses on cash benefits are corrected for the rising number of unemploved and
the rising number of elderly, they only rose by 22 percent in fixed prices. These cor-
rections have been made by caleulating what expenses on unemployment insurance,
social assistance and the national pension would have been, had the number of un-
employed and elderly remained the same as in 1982, Even with these corrections,
capenses on cash bemefits, however, grew three times as much as expenses on services,
so the main tendency 15 unchanged.

This gave the unmion controlled wnemployment Tunds approxaimately 100,000 new
miembers (Caloulations based on Statistisk tdrsoversigl 1996).

As member and employer contributions are fined, the exact percemtage paid by central
government varies with the level of unemployment. From 1982 to 1992, it vared
between 61 peroent (1987) and £5 percent (1982) (Statistiske Efterretninger: National-
regnskab, offentlige finanser og betalingsbalance: Skatter og afgifter: Oversigt 1992;
1996). Employer contributions to social security schemes were abolished in 1988 and
replaced by a 2.5 percent levy on the VAT base which 1s not included in the figures, s0
they should be interpreted cantiously.

In 1964, a contribution-financed scheme (ATP) was imtroduced. Benefits are, however,
quite modest and depend on the number of hours worked, not on earnings, so this scheme
1 not really a superannuation scheme (of. Overbye 1996).

All caleulations are based on Jorgensen, various years; Statistisk tidrsoversigh; Statis.
tiske eflerretmnger: Social sikring og relsviesen.

Sumspiltlosringen.

After repaning power, the Social Democrats also increased the relative imporiance of
the income-1ested supplement.
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