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CHAPTER ONE 

'SOCIAL DEMOCRATIC CORPORATISM' IN THE 
POSTINDUSTRIAL ERA 

A function of social science is to provide a better understanding of 

both the process and the ~ I e s  that guide interactions between 

individuaIs and organizations within a given society. As such, the 

activities of socid actors and the structures within which their 

actions take place, have been an object of study for social science. 

Within the discipline, moreover, a great deal of interest and effort 

has gone into understanding the process of social change. 

This thesis appIies these general lines of inquiry to the forces 

that have undermined what has been referred to as the 'embedded 

IiberaI' order (Ruggie, 19 82; HelIeiner, 1994a), the 'neo-libera1 

historic bIocr (Cox, 1993), or more simply the 'Keynesian post-war 

consensus' (see Pierson, 1991: ch.4). All these terms describe a 

particdar historical period in the development of advanced capitast 

societies.1 This period, which lasted from the end of the Second 

I F O ~  pmposes, h now on this historid perlod wilI be &referred to as the Xeynesian 
hisforid bIOct* 



World War to the mid-1970s, was characterized by the following: I) 

a compromise between the two industria1 capitalist cIasses, business 

and labour, which would Iead to a curtailment of the disruptive 

antagonism of the pre-WWII years, and the start of an all-inclusve 

process of policy formulation mediated by government. 2) A 

commitment to full employment, sustained economic growth, and the 

provision of an extensive package of social services. 3) A concerted 

effort among leading capitalist states to ensure a greater degree of 

policy autonomy for the Keynesian 'interventionist' state2 (under the 

rubric of the Bretton Woods financial order), so as to protect society 

from the destructive effects of a self-regulated rnarket.3 By the mid- 

1970s, the 'Keynesian historical bloc' had come to an end. Not only 

had Western societies undergone some fundamental changes, but so 

had the capitalist productive structure and the state's ability to 

operate autonomously in an ever expanding global market. More 

signiF~cantly, a new cuItural and inte1Iectua.l orthodoxy had 

deveIoped, which was able to successfulIy articulate an 

understanding of the meaning and significance of these changes; such 

orthodoxy, commonly referred to as neoliberalism, supplanted 

Keynesian principles and developed a new consensus among Western 

mass publics. 

2The Keynesian dochine is prediated upon the belief that a self-regdated market is 
susceptibIe to economicaIIy and soda[ly ciisnrptTve dedInes in demand. Keynes beIieved that 
the market needed to be managed by governments; during times of decmsing demand and 
investment (usuaEy resulting in increased unemployment), goveuunents wodd be expected to 
promote demand and m m e n t  by boosting economic activity through measures such as public 
worksr monetary p o k y  and the manipulation of interest rates (Piersonr 1991: pp.267). 
-e nonnative assumption that is made here, borrows heady from Katl PoIanyi's (1944) 
seminal work on the relations between society and the matket As we shall see, in their 
attempt to contain what were perceived as the adverse effects of umestrkted capital 
movements, the drab ofthe BrettDn Woods Agreement (1944) made the same assumption 
(Hd&-r 19% ch.2)- This issue wiIL be discussed at greater imgth m the pages that foIIow. 



The demise of the 'Keyensian historical bloc' can be attributed 

to shifts in vaIues and attitudes among Western mass publics 

associated with the rise of the so-called 'new politics', as well as the 

structural changes associated with the process of globalization. In 

short, the 'new politics' can be construed as the redefinition of the 

socio-political agenda of postindustrial societies. resulting from the 

growing disaffection among Western mass pubLics with both 

conventional structures of political participation and intermediation, 

and the inadequacies associated with traditional cleavage structures 

(Muller-Rommel, 1989, 1990; Poguntke, 1989: Inglehart, 1990a; 

Kitschelt, 1994, butsen,  L998). The mass mobilization that came to 

symbolize the rise of the 'new politicst stemmed from the reaction to 

the lack of effectiveness with which advanced industrialist states 

accomodated the growing diversity of preferences among Western 

mass publics. Globalization, on the other hand, represents the 

process of economic and political restructuring of the international 

economy characterized by 1) the development of a globalized 

organization of production, 2) the emergence of autonomous 

transnational financial markets and institutions, and 3) the 

development of a gIobaI consumer culture (Cox, 1993; Cerny, 1995; 

Barber, 1995; W a s ,  1996)P Significantly, the 'new politicsr and 

globalization have not ody  nndermined the 'Keynesian historical 

bloc', but have had a much greater impact on its 'social democratic 

corporatistr variant than on liberal democratic pluralist systems, 

normay associated with societies found in the AngIo-American 

%ese concepts wil l  be dixoged at greater length in the pages that foIIow. 



tradition? This is seen specifically in the case of Sweden, often 

viewed as the state that most resembles the 'ideal' social democratic 

corporatist type (Schmitter, 1979a; Panitch, 1979; Lash, 1985; 

Pierson, 1991; Lewin, 1994; Hoefer, 1994)- The thesis will conclude 

that while the 'new politics' have undermined Sweden's brand of 

socid democratic corporatism from within, globlization has had the 

same effect from without. Furthermore, it will be argued that the 

decline of the corporatist arrangement in Sweden has signaled a 

move towards pluralist structures which have, subsequently, 

undermined the level of social integration which is associated with 

highly corporative societies. This development has curbed Sweden's 

historical tendency to promote the interests of society as a whole, 

and has concurrently promoted an environment conducive to the rise 

of competing and sociaIly divisive sets of interests. Interestingly, 

this phenomenon is consistent with the assertion that the 'new 

politics' promotes a fragmented view of society which is deprived of 

aniversal identities and laden with a muItitude of preferences that 

do not conveniently fit into models of cIeavage structures. 

'SociaI democratic corporatism' can be understood as the 

combination of a particuiar structure of interest representation 

(corporatism) with a vaIue system (social democracy). A good 

definition of social democracy is provided by Kesselman: 

=lit fie, it can be argued that these systems have had a much easier time adapting to the 
changes d t e d  with both the 'new poIiticsr and gIobaIizati0~- Liberal demoaatic 
pImalist systems not only promote structures of poIitid m€ermedlation which are more 
combtent with the needs and demands arising from the 'new politics', but have aiso much Iess 
diEcnlty accepting the more limiting d e  that the process of gIobdkation ascribes to the 
state- 



First, an acceptance of a capitalist economy is coupIed with 
extensive state intervention to counteract uneven 
development. Second, Keynesian steering mechanisms are used 
to achieve economic growth, high wages, price stability and hll 
employment. Third, state policies redistribute the economic 
surplus in progressive ways, through welfare programs, social 
insurance and tax Iaws. And, finally the working class is 
organized in a majority-bent socia1 democratic party closely 
Linked to a powerfnl centralized, disciplined trade union 
movement ( 1982: p.402). 

To this already extensive definition it is important to add the 

element of 'de-commodification', whereby citizens are, as a matter of 

right, able to "freely, and without potential Ioss of job, income, or 

general welfare, opt out of work when they themselves consider it 

necessary" (Esping-Andersen, 1990: p.23), and are. as a result, 

removed from their dependence on the sale of their labour power. 

As such, de-commodification occurs "when a person can maintain a 

livelihood without reliance on the market" (Esping-Andersen, L 990: 

p.22). The greater the degree of de-commodification, the more a 

system moves to resemble the 'ideaI' socid democratic arrangement. 

While social democratic corporatist systems give priority to full 

employment, redistributive measores and social assistance, they 

arrange such demands through corporatist structures. Schmitter has 

defined corporatism as: 

a system of interest representation in which the constituent 
M i t s  are organized into a Iimited number of singdar, 
compuIsory, noncompetitive, hierarchicdy ordered and 
functionalIy differentiated categories, recognized or licensed (if 
not created) by the state and granted a deliberate 
representational monopoly within their respective categories in 
exchange for observing certain controIs on their seIection of 
leaders and articdation of demands and supports (1979a: 
p.13). 



With particu1a.r reference to social democratic corporatism, the 

constituent units of interest representation have arranged 

themselves aIong the triad of Iabour-business-government. Based on 

the findings relating to the Swedish experience, the thesis will also 

include a framework for the general assessment of the future 

viability of social democratic corporatist structures. It will be argued 

that whiIe the restructuring of social, economic, and political 

institutions is a direct result of both technological change and the 

'new' division of labour (associated with postindustrialization), the 

cuIturd and intellectuaI environment within which the restructuring 

takes place, serves to reinforce and to Iegitimize a particular 

interpretation of a stage of capitalist transformation. 

This thesis, therefore, idenmes the assnmptions of both 

'institutionalist' and 'structuralist' schooIs as incomplete,6 and as a 

result attempts to integrate aspects of a cuIturd theory associated 

with Antonio Gramsci, which centres on the reIationship between the 

state and society. This integrative approach can be construed as an 

attempt to arrive at a more satisfactory expIanation for the 

transformation of social democratic corporatism. To this end, whiIe 

Gramsci's conceptualization of the relationship between the state arid 

society does emphasize the significance of politicaI and economic 

structures, and therefore structural change, much emphasis is piaced 

on the role of society and its vahes. The assumption which forms 

%ese schools of thonght €end to fixus stddy on politid institutions or economic strudws as 
d-ts of change, mch as the role of €he s€ak as an autonomoos agent in poEq 
fodtioxt (see Nodhger* l981; and SkocpoI, 2985), or the development and absorption of 
new technoIogies and the changing stmctrrres of capibbt production (see Shnitfer, 1979b), 
resp&dy- W e  significant, these approaches fail to attribute the appropriate 
consideration that c i d  society deserves as an agent of change 



the basis of this approach, therefore, is that whiIe political 

institutions and economic structures do impact on society's attitudes 

and vaIues, it should be recognized that the relationship can also be 

reversed. As such, it will be argued that the dissolution of the 

'Keynesian historical bloc' can be partly attributed to the lack of fit 

between the ideological articulation of its proponents, and the 

exigencies arising from a society that is trying to make sense of a 

new reality (the postindustrial era). 

It will also be argued that following the coIIapse of the Bretton 

Woods financial order, advanced industrial states were forced to 

choose between deregulating their capital markets, and hence tose 

the degree of political and economic sovereignty which was made 

possible under Bretton Woods, or retain capital controls and witness 

the gradnaI migration of mobiIe business and capital to pre-existing 

deregulated markets (namely those of the United Kingdom and the 

United States). Ultimately, international capital mobility worked to 

both increase the degree of 'competitive deregulationr and 

simultaneously to undermine the alliances which provided the thrust 

for the creation of socia1 democratic corporatist structures. As 

Garrett (1995) summarized: "[i]nternationaIization generates new 

constellations of preferences that cross-cut the traditionaI labor- 

capital cleavagen (p.663). This wouId become evident during the 

1 9 8 0 ~ ~  paaicuIarLy among states that were characterized by open 

economies, such as Sweden. These deveIopments have combined to 

transform the Keynesian 'interventionist' state into what Cerny 



(1995) has defined as the 'residual' state? The Gramscian concepts 

of 'hegemony' and 'historical blocs' not only help to explain the 

relative harmony (or iack thereof) that can exist within a given 

society, but are also effective tools for analyzing the process of social, 

political, and economic transformation. 

THE STATE AND SOCIETY IN THE POSTINDUSTRIAL ERA 

This thesis is concerned with the challenges to social democratic 

corporatism in the postindustrid era, as well as the changing 

structures that Iink society to the state in advanced capitdist states. 

As a result, the thesis wiII focus on politicd parties and interest 

organizations, given their pivotal function as structural Linkages of 

interest articuIation and aggregation between the state and society. 

A centraI assumption is that the transformation to such linkages 

emanates from the changing needs and demands of society. 

Moreover, it is argued that such changing needs and demands are the 

direct result of a mix between systemic changes to the modes of 

capitalist production, and the social and cuIturaI interpretation that is 

assigned to such changes. In other words, the contention here is that 

although capitaIisrn at different stages exerts different demands on 

7 ~ e m Y r ~  'residual' state b characterized above all by the IOSS of the state's autonomy in 
formuIating poliaes, resuiting from the structural shift m power away horn the state and 
towards gIobaI finanad markets Cemp summarks his argmnent in the foIIowing manner= 
"the more economies of scale of domhnt goods and assets diverge hpm the sttucbd scale of 
the nationaI state-then the more that the authority, Iegitimaq, policymaking capaaty, and 
poIicy-impIementhg effkctiveness of the state wiIL be eroded and undermined both without 
and withinn (1995: p.62Z). To this Cerny adds: w[tIhe central paradox or dilemma facing states 
in public policy terms m today's wodd, thereforer is not that states simply lose power to other 
stmctums; rather, they undemxhe and IegbIate away Uleir own power, c & e d  by the 
imperatives of m€emationaL competi€heness" (1994: p 3 U ) .  



society, at the same time changes that occur in capitalism are not to 

be construed as either being historicdy pre-determined or outside 

of the infIuence and control of society. One should not forget that 

historicalIy markets have been subservient to the needs of society, 

and that even in instances when a self-regulated market did exist, 

this was the case because a class, or a coalition of classes, deemed it 

necessary.8 It is as a result of this assumption, that the normative 

interpretation of the system which mediates the needs of capitalist 

reproduction with those of the social community, and the degree of 

success with which a class (or an alliance of classes) can articulate 

such interpretation, is one of the focal points of this thesis. 

This framework provides the basis for analysis of the 

institutions that Link the state and society. Such institutions are 

channels through which ideas can be disseminated and which can 

lead to the transformation of society. Therefore, when structures 

Iinking state and society no longer reflect the vaIues of society. a 

legitimation crisis, or "crisis of authority" may occur? Such crisis can 

be resolved by changing the formal and informal links between 

society and state in order to reflect the vaIues of society. In a 

capitalist system, these changing smctures of interest 

intermediation can be seen as part of changes in capitalism itself, 

whiIe a newly emerging dominant set of ideas and vaInes can be 

construed as the binding element which enables modalities of 

8~or an iIIuminating dixrrnion on the relations between society and the market, see PoIanyi 
(1944). 
% should be noted that this does not impLy that a legithmtion crisis can either be caused only 
by s t r u m  Linking the state and society, or that a IegEmation aisis on and does occur with 
fiecpency. With &tion to the &st point, state MMii themdves may no Ionger r&& 

dues, and as a redtmay have to confbnn to new aigenaes in order to avoid a crisis; 
seconay, institutio~ls are generay not d y  very rd-ent, bnt are a h  alsohigy adaptabIe 



interest intermediation, among other things, to reinstitute Iegitimacy 

during a period of transition. 

As such, it is important to discuss the chaLIenges to social 

democratic corporatism in a framework of analysis which takes into 

account the rise and f a  of consensus built around a set of norms and 

values that guide the relation between the state and society. 

Gramsci's notion of hegemony is useful in this setting because, as 

Hewitt suggests, 

Gramsci's idea of hegemony as the 'political consciousness' of a 
social group that dominates other groups, suggests a developing 
ideology that positions social classes in a particular direction, 
draws into its momentum an increasing number of social 
groups, and thereby constitutes a particu1a.r structure of state 
and society (1992: p.7). 

It is within this understanding of the formation of a hegemonic force, 

that one must appreciate the role that the advent of the industrid 

revolution played in the formation of the 'Keynesian historicaI bloct. 

Not only did the industrial revolution initially work to expand the 

institution of the state as a rational and efficient form of organization 

(Esping-Andersen, 1990; Spmyt, 1994), but it also generated social 

divisions which would form the base for an eventuaI compromise 

among classes that led to the consensus allowing for the expansion of 

the welfare state. 

It can be argued that the demands emanating from society 

during the industrial age eventoally culminated with the 

introduction of universal suffrage, thus ahwing for the successfnl 

mobilization of the interests of subuitern cIasses (Pierson, 199 I). 

Interestingly, it can aIso be argued that the clarity with which the 

industrial age was able to stmctme sociaL divisions, fuahered the 



impetus towards estabIishing corporatist structures of interest 

intermediation in many advanced industrialist states (Panitch, 1979). 

Other elements responsibIe for the institutionaIization of corporatist 

structures were: the efficacy with which permanent organizations 

could articuIate collective class interests; a general shift in public 

policy objectives; the declining role of parliament in decision-making; 

the increase in international competitiveness; the need to contain 

inflation under con& tions of full empIoyment (Schmitter, 1989: 

p.55); and lastly, the successful articuIation of social democratic 

principles, which found resonance among wide segments of Western 

societies. 

Since the 1970s social democratic corporatism has been under 

attack from the challenges associated with postindustriaIizatioa.'O 

This is ironic, given the fact that postindustrialization has generally 

cultivated the support for the welfare state project among Western 

mass publics. Such support stems largely from the growth in public 

dependence on both employment and services provided by the social 

senrice sector (AIber, 1988; Pierson, 1994). Nevertheless, the 

transition from an industria1 to a postindustriaI order has aIso given 

rise to a series of transformations which have affected the dynamic 

of poLitical conflict associated with an industrial society, where 

I% the words of Espmg-And-: 'The idea of post-mdustdal society emerged in the W s ,  
provoked by contemporary revo~utions in kchnoIogy, management, consumption, and 
employment It portrays a new world where kchnidans, profeSSi0natSr and managers 
predominate; where old-Woned manuaI labor disappears; where consumers' appetites are 
driven towards serrricesm (f990; PSI). According to H e w  (1992), the growth in the -ce 
sector that is associated with postinduskiaI societies, has given rise to a Iarge segment of the 
population whose interests cannot be reduced to those of either capital or labour. Mennore, 
Hewitt (I.992; pX4) pomk to LasEt and Urry's argument that "[obce a-g a certain 
threshold of deveIopment and rnobili~ation~ this new das itself begins to have a Moca€ing 
&kt on the relationship between capitaI and Iabour a .  an inedeemabi.. d i s o s ~ g  effett 
on capitalist society m generaln (I987, pp161-2). 



conflict has often been class-based. WhiIe it can be argued that this 

conflict was instrumental in the creation of both social democratic 

parties and the modern weIfare state, the deveIopment of a 

postindustrial society has coincided with the emergence of a new set 

of cleavages, usually value-based as opposed to class-based 

(Inglehart, 1984, 1990a, 1990b, 1997; MulIer-Rommel, 19 89, 1 990; 

Poguntke, 1989). This can have a threatening effect to social 

democratic corporatism. Postindustrial occupational structures (and 

the increasingly gIobaI division of labour) have aIso undermined 

traditional industrid patterns of social stratification which helped 

cultivate working class' partisan attachments to socia1 democratic 

parties (Esping-Andersen, 1990; Piven, 199 1). 

The Swedish experience, in fact, has shown that its particular 

path to postindustrialization engendered a pattern of socid 

s tra~cat ion  which aIso seriously undermined corporatist structures 

of interest representation. W I e ,  therefore, it is of significance to 

note that the hegemonic rise of socia1 democratic corporatism 

marked the successful entrenchment of the labour movement within 

the state structure, it is aIso important to note that this occured on 

the eve of postindustrialization. In fact, it can be argued that the 

recent emergence of the neoliberaI consensus which stresses, among 

other things, less state interference in individnaIs' Lives, monetarist 

policies, and demands for pluralist structures of interest 

intermediation, can be ascribed to postindushialization. 

This torn of events has seriously undermined socia.1 democratic 

corporate structures in two ways: first of aII, postindustrialization 

manifested itseIf through the rapid expansion in service sector jobs. 



Given the fact that the consensus behind social democratic 

corporatism resulted, in part, from the identities forged by 'Fordistr 

productive structures," the rise of an occupationaI structure which is 

Iess dearly stratified has subsequently invited a plurality of 

identities, which have had difficulty finding expression in corporatist 

settings. Secondly, the gradual rise of the neoliberal orthodoxy, has 

worked to undermine traditional social democratic discourse on the 

role of the state. In sum, as the success of social democratic 

corporatism owed much to the rise in the forces of industrialization, 

its denouerneni is partly the direct result of the rise of the 

postindustrial order. 

The other significant challenge to social democratic corporatism 

has come in the form of the internationdization of markets. The new 

gIobaI economy has further limited the state's ability to formulate 

socio-economic policies free from international market pressures. 

The ease and ability with which foreign investors are able to extract 

capital from states that may not seem to provide the competitive 

advantage for their investments, has become an everpresent 

consideration among political decision-makers (Andrews, 1994; 

SincIair. 1994). Significantly, policymakers' decisions are partly 

guided by present day financid and economic orthodoxies, which are 

oItimateLy dictated by financial institutions and subsequently 

adhered to by international investors. For instance, Sinclair (1994) 

I I ~ o r d i s d  can be defined as the organization of production characterized by mass- 
manufactured goods, economies of d e ,  a Irrrge workforce concentration, and a highly rigid and 
stratified hieradtid s t m e  of command. 'Post-Fordid, on the other hand, is indicative 
of a new model of production which is much more fl&Ier decentralized, characterked by a 
workforce that is more segmented and hence Iacldng m a common idenw, and which operates 
m a s t i u c h m  which is much more compartmentaEzed (Cox, 1993;pZI)- 



has made a convincing argument that bond rating agencies not only 

display open favouritism towards neoliberal govemment policies, but 

that this also r e f l i s  to investors the usefulness of neoLiberaI 

orthodox criteria in the evaluation of investment decisions, 

This thesis will condude with some considerations on the 

future of the new stage of capitalism, associated with 

postindustrialization. The argument wiI1 be made that although the 

forces of globalization and the 'new politics' worked to undermine 

the 'Keynesian historical bloct, such forces are inherently 

contradictory. In fact, it can be argued that the most distinct feature 

of the process of globalization, that is the re-emergence of the self- 

regulated market, is antithetical to the Liberal democratic principles 

which stand at the heart of the 'new politics'. Just as social 

democratic corporatist structures have been undermined by societal 

values associated with the 'new politics', it may not be  long before 

the re-regulation of the market may arise as a direct resuIt of the 

same pressures. 

The organization of the thesis reflects the necessity to first 

understand the genera1 process of transformation that is associated 

with postindustriahation, and second to narrow the discussion to the 

paaicnIar impact that such transformation has had on Sweden. As 

such, Chapter Two will introduce the theoretical framework that 

provides the basis for analysis of the thesis; the framework derives 

from Antonio Gramsci's theory of state-society relations, a theory 

which most importantly manages to integrate both structural and 

interpretive elements as causaI expIanatory variabIes to the process 

of change. Chapter Three traces both the development of the 'new 



politicsr and gIobalization, and the impact that such phenomena have 

had on the structural and conceptual legitimacy of the 'Keynesian 

historicd bIocr throughout advanced democracies. Chapter Four then 

focuses on the origins and development of Sweden's 'social 

democratic corporatistr modeI, while Chapter Five will Iook at the 

'Swedish experience' between 1980 and 1995. a time in which the 

full impact of the exigiencies arising out of the 'new politics' and 

olobalization would not only be reflected in a shift in societaI values, & 

government policies, and in the structures of interest intermediation, 

but that would also culminate with Sweden's entry into the European 

Union (1995). This event in particular marks the attempted 

convergence of Swedish social democratic values with those 

associated with the push for greater European economic integration, 

vaIues which above dl tend to be neoliberal in nature (Ryner, L998). 

It is for this reason that L995 is chosen as the cut-off date for 

analysis; Sweden's entry into the European Union, in fact, provides 

the clearest indication yet of Sweden's reluctance to seek indigenous 

solutions that wouId h d t  the disintegration of its social democratic 

corporatist model. Finally, Chapter Six will conclude with both a 

discussion on the lessons that may be learned from the 'Swedish 

experience', and an assessment of the ascendency of neoLberaIism as 

a possible future 'historicd bloc'. 



CHAPTER TWO 

STATE-SOCIETY RELATIONS IN THE POSTINDUSTRIAL 
ERA: GRAMSCI'S CONCEPTUAL MODEL 

A THEORETICAL OVER= 

The study of the process of social, political, and economic 

vansformation (in other words, the whole of the process of societal 

change) that is associated with postindustrialization can be 

approached from three different perspectives: I )  the 'institutiondist' 

approach, which wouId emphasize the state's roIe (among other 

forma[ poIiticaI institutions) as an independent agent of change;I' 2) 

the 'structuralist' approach, which would focus predominantly on 

systemic changes to the modes of capitalist production as the 

*~odeIs  that ascribe explanations of d w g e  to political institutions tend to stress the mie 
that the state prays as an autonomous agent in formuIathg polides and strumning society. For 
instance, as Skocpol suggests "states may be viewed as organi?ations through which official 
coIIe&vities may pmsue distinctive goals, realizing them more or Iess effectivdy given the 
a-Ie state tesomres in relation to social settings" (29= p.28). Moreover, SkocpoL suggests 
that "states may [also1 be viewed more maaoscopicaIty as configurations of o r w t i o n  and 
action that irduence the meanings and methods of politics for aII group and dasses m society" 
(1985: p.28). This thesis, perhaps, is best exampEed in Nodlinger's work. which  so^ 
that " Ule demoaatic state is W e n d y  autonomous m transkiting its own preferences into 
authoritative actions, and markedIy autonornoas in domg so even when they diverge from those 
hdd by €he poiitidy weightiest groups in civil society" 0981: p.203). 



fnndamental explanatory variable to Iarger societal change;l3 and 3) 

the 'society-centered' model, which would emphasize societd needs 

and demands as the primary source of social transformation, Clearly, 

all three explanatory modeIs are important, although each is 

weakened by their respective lack of cross-referencing with the 

other models. In an attempt to avoid the pitfalls of each model, the 

thesis will utilize Antonio Gramsci's theoretical framework, which 

manages to integrate both political institutions and economic 

structures as explanatory variabIes, whiIe focusing predominantly on 

societal determinants of change. 

Gramsci's framework is useful for a variety of reasons: in the 

f i s t  instance, Gramsci's theory of 'hegemonyt is particuIariy effective 

in assessing democratic systems where, it can be argued, societal 

consent and cIass aIIiances are often a necessary prerequisite for 

policy formulation. Secondly, Gramsci's model of state-society 

reIations retains its explanatory value, whether appIied to systems 

characterized by a greater degree of societal integration into state 

structures (as is the case in corporatist systems), or to systems 

characterized by clear lines of separation between state and society 

(as is the case in pIutalist systems). This is especially simcant, 

given the fact that presently Western poLiticaI systems are under 

both domestic and international pressures, which threaten their 

13~ccondirg to Si&sn.itter, s t n r m t s  view "[me invention and assimilation of new 
technology [a4 the rmddying propellant force, if not the singuiar determinant, of these 
changes" (197%; p.77). Moreover he states: Tiis way of c o n c e p t t t ~ g  societal change and 
interest i n t e r m a o n  is 'economisticC~.in that the occupatiod s t m d w  engendered by the 
p r o d t t c t i a n ~ t i o n  of goods and sexvices is the system's fandamentat determinant and 
mothe forcen (1979b; p.77)- To this approach, one  car^ add that of &d Mmc& theory, 
which likewise emphasizes changes to the productive struchnes in capitaIism as the primary 
explanatory vaxiabte r e s p d k  for the general res€ruckdhg of society. 



specific state-society arrangements. Thirdly, while Gramsci's 

framework hoIds society as the mediating agent between the 

'economic structure' and the state (Gramsci, 1971: p.208),'4 the 

significance that is attached to civil society as the mediating agent 

varies between systems. For instance, Gramsci recognized that in 

systems characterized by weak civil societies and strong states, the 

roIe of civil society was of lesser significance than in systems 

characterized by strong civil societies.ls As such. Gramsci's method 

can be applied to any system, regardless of how it structures state- 

society relations. Lastly, and perhaps most importantly. Gramscits 

theories suggest that formulating a legitimate16 and integrative 

interpretation of one's particular moment in history is cmciaI to both 

the formation of 'hegemony' and a 'historical bloc', in other words, an 

interpretation that takes into account and makes sense of the 

complex relations between productive structures, the state and 

society. 

I41t should be noted that GGramsd makes refixence to the State as either 1) 'political soaefy' 
when refkrring to the state's p d y  coerciver juridicaIr legislative, and administrative 
hctions (197l: p.12), or in a broader sense as 2) the "State = politid society t civil society, m 
other words hegemany protected by the armour of coerdonn (G-*@ 19% ~263). These 
conceptual differences and Ckamsds theoq about the relation between the economlc 'structure' 
and the state or 'superstnt~',  wi l l  be dedt with at greater length in the pages that foIIow. 

subject, in factr is discussed at great length m the Prism Nofebmks, especidy as it 
dates to the Italian experience during the fascist regime S i y ,  when comparing Rm&s 
experience in stateciviI society rektions with that of the West, Gramsci states: "[an Russia 
the State was eveythin~ dvir society was primo& and gelatinous; m the West, there was 
a proper reIation between State and dvil society, and when the State kembIed a sturdy 
structure of civiI society was at once revealed The State was onIy an o n e  ditch, behind which 
&ere stood a pow& system of fortresses and earthworksn (19n: p.238). 
1 6 ~ y  ~egitimatev, it is skpIy meant that it is b d t  around societal consensus- In this sense,the 
term l e @ k € e '  should be deprived of any nonnative comotatio~~ 



GlWMSCI= 'HEGEMONY' AND 'HISTORICAL BLOCS' 

Antonio Gramsci's contribution to both the study of the relationship 

between state and society, as weU as to our understanding of the 

process of social change, not only offers a sib@ficant, as well as a 

positive departure from classical Marxist thinking on the subject, but 

aIso provides an important starting point to a more holistic approach 

to the study of societal and structurd change, both domestic and 

global. The Gramscian approach has been described as "non- 

structuralist historicism" (Gill, 1993: p.22), because whiIe suggesting 

that social interactions occur within a structure which pertains to a 

specific moment in history, the potential for changing such 

historically bound structures is to be found in the creative and 

interpretive function of a society that seeks to explain its social 

reality. It can be argued that in some ways, Gramsci's theories are a 

precursor to existentialist thought, at least to the extent that Gramsci, 

like existentialists, feIt that one's perspective dictates the 

interpretation of phenomena. 

UItimately, Gramsci's theory is a useful explanatory tool, for it 

attempts to synthesize the strucnud and interpretive components, 

which make up the whole of the process of social transformation. 

Gramsci's particuIar approach begins with the rejection of the 

instrumentalism and economism of traditional Marxist thinking (Gill 

and Law, 1989; Rupea, 1993). Nowhere is this more apparent than 

in Gramsci's theory of the 'state' and 'cih-iI society', concepcs which 

are centraI to the understanding of Grarnscian thought on 'hegemonyt 

and 'historicd bIocst. 



Conventional interpretations ascribe to the 'state' those 

structures which foster the public interest through order, such as the 

military, and the legal and administrative institutions, whereas 'civil 

society' has come to represent the realm that concerns private 

interests, through organs like the market, the famiIy, and voluntary 

associations (Keane, 1988a). Interestingly, until the middle of the 

eighteenth century both concepts were coterminous: the term 'civil 

society' described "a type of political association which place[d] its 

members under the iduence  of its laws and thereby ensure[d] 

peaceful order and good government" (Keane, L988b: p.35). By the 

nineteenth century, however, a distinction began to develop between 

the two terms. This increased distinction was a reflection of the idea 

that the state, which had acquired an authoritarian form, was a 

threat to society. As such, 'civi1 societyr increasingIy began to inspire 

notions of social equality and civil Liberties, concepts which at this 

historical juncture were antithetical to both regulatory and 

authoritarian forms of state power (Keane, 1988b). 

Hegel's dialectic not o d y  proved to be the catdyst in the 

movement to distinguish the state from civil society (Bobbio, 1988), 

but more significantly was to be the point of departure for Marxist 

theory on the subject.17 Although social epnality and civil liberties 

were not a concern for Hegel, his system of dialectic prompted the 

state-civil society dichotomy (whereby the state, or politicaI society, 

is viewed as the antithesis of civiI society). For HegeI this conceptual 

distinction was a necessary by-product of modernity (the result of 

I71t is important to acknowiedge the fict that the Hegelkin conception of the state and civiI 
society is simpIy one of many. It is d k u s d  bridy here because it provides an mderst~ding 
of the mtenemtal origins of Gramsds a ~ I . . * d  framework. 



the rise of the liberal state); as such, the state structure was needed 

to impose order, d e s  and control over a civil society which was 

prone, in the words of Hegel, to "dissoluteness, misery and physical 

and ethical corruption" (Bobbio, 1988: p.80). While Marx and Engels 

adopted Hegel's state-civil society dichotomy, they chose to invert 

the power-relationship between the two organs, by outlining the 

subordinate role that poIiticaI society (the state) held in relation to 

civil society. Significantly, whereas Hegel's civil society comprised of 

"private individuals, classes, groups and institutions whose 

transactions are regulated by civil Iaw" (Keane, 1988b: p.50), a 

definition that thus incorporates judicial and administrative 

structures, for Mmc and Engels civil society was Limited to the realm 

of economic relations. This pureIy 'materiaVproductive' 

conceptualization of civil society in turn leads to the formation of the 

Marxist 'base/snperstructure' dichotomy, whereby the economic 

structure of society (i-e., civil society) forms the 'base' upon which 

the legal and political 'superstructure' is Iaid (Bobbio, 1988). In the 

words of Marx, "[clivil society embraces the whole materia1 

intercourse of individuals within a d e f ~ t e  stage of the development 

of productive forces" (Manc and EngeIs, 1976: p.89). 

Gramsci's conceptualization of the relationship between the 

state and civil society is consistent with that of Marx only to the 

extent that both viewed civil society as the active and determining 

historicd agent, and thus reIegated to the state a subordinate roIe. 

Nevertheless, Gramsci provides a fnndarnentd departure from 

traditional Marxist thought by pIacing civil society in the r e h  of 

the 'superstructure', as opposed to the 'baser (Gramsci, 1971: p.12). 



This distinction is an indication of Grarnsci's different interpretation 

of the relationship between 'base' and 'superstructure'. Whereas for 

Marx the 'base' (i.e,, the economic-productive structure) is the 

primary and determining historical agent,le for Gramsci the 

relationship is reversed; it is the 'superstructure' (i-e., the 

cuIturaVideoIogical realm which envelopes both civil and political 

society) that subordinates the 'base' (Gramsci, 1971: pp.12, 208). 

In sum, it is within the 'superstructure' that a war of ideas is 

waged, which in turn determines society's interpretation of the 

structural nature of the 'basetJg Significantly, Gramsci does recognize 

that changes to the productive structure (the 'base') can have a 

destabilizing effect on the legitimacy of a social, ethical, and political 

system (the 'superstructuret), and that as a result of such structural 

changes, the 'superstructure' may no longer reflect the reality 

generated by the productive and material forces of the time, thus 

precipitating a hegemonic crisis (see Gramsci, 1971: note 42 on p.242; 

and pp. 180-2). Nevertheless, according to Gramsci. greater emphasis 

needed to be placed on the fmction of ideoIogy20 during such 

moments of crisis. For Gramsci, ideas gain significance only if they 

can be reIated back to the productive structures. When a shift in 

productive structures occurs, the 'oId' ideoIogy begins to lose its 

schema, in fact, forms the basis for the economic s t r u c t u d . k m  that is normally 
assodated with dassid Marxist theory- 
1% Chmsci's frame~vork, the 'base' is construed plnely m productive terms, that is relating 
soIdy to the physical instruments of production (Gd, L9n: p.12; ~ 2 0 8 ) .  
2 0 ~  defines ideology as the "sdence of ideas" which is historidy grounded m the 
"superstructure of a particular structuren; that is to say, it arises out of chd society's attempt to 
relate to present material relations (GramsdJ97I: p376). This definition Mdes from the more 
predominant and 'vulgar' meaning (according to Gamxi) of "system of ideas". Ekewhere, 
Gramsci refers to ideology as "a conception of the wodd that is impKdtIy && m art, m 
Iaw, m economic activity and in af I  manikshtions of individual, and collective Hen (197I: 
p.328)- 



moral and practical significance and, as a result, society's consent 

(Gramsci, 1971: pp.242, 275-6). It is during such an historical phase, 

he argues, that a 'newr ideology grounded in the new productive 

forces will emerge: "the phase in which previously germinated 

ideologies ..., come into confrontation and conflict, until only one of 

them, or at least a single combination of them, tends to prevail, ... to 

propagate itself throughout society - bringing about not oniy a 

unison of economic and political aims, but also inteIIectuaI and moral 

unity" (Gramsci, 1971: p.180). And it is precisely this 'inteUectuaI 

and moral unity' which can bring about hegemony. 

Given Gramsci's assumption that it is the cultural-ideological 

realm which is the primary agent of history (Gramci, 1971: pp.208, 

268, 407) and not economic structures, as Marx had previously 

postuIated, it becomes a much easier task to lay out Gramsci's 

conceptuaiization of hegemony and the roIe that civil society plays in 

its formation. Gramsci defined civil society as the "politicaI and 

cnIturaI hegemony of a social group over the entire society, as ethical 

content of the State" (1971: p.208). Furthermore, Gramsci's 

deFrnition of the 'state' provides an important departure from the 

cIassicaI Marxist understanding of the 'statet as an instrument. For 

Gramsci, in fact, the state (understood in the 'integral' sense)=' was 

more than j u s t  political society (i.e., an instnunent of domination); 

Gramsci wrote: "by 'Statet shonId be understood not only the 

apparatus of government, but also the 'private' apparatus of 

'hegemonyr or civil society" (1971: p.261). 

2 f ~ y  'mtegtaI' state Gramsci makes derence to the sum of poLitid and civil society (19n: 
~-239)- 



It is important to note at this juncture, however, that in 

Gramsci's schema while both civil and poIiticaI society occupy the 

space at the 'superstructural' level, the former is the active element, 

while the latter holds the subordinate role, just as the 'base' did with 

relation to the 'superstructure'. The significance of this distinction is 

that for Gramsci, while both civil and political society operate from 

the superstructural sphere, it is only civil society which is capable of 

achieving 'hegemony' (although the state apparatus may be used in 

the process), whiIe political society is only capable of 'domination' 

(through the threat andlor use of force), hence incapable of 

establishing hegemony (Gramsci, 197 I: pp. 12, 239, 271). Gramsci 

attributes the latter form of rule to states which have not been 

capable of both integrating and expressing the interests of other 

groups, thus having to resort to coercion as a means of domination. 

States which are instead capable of attracting consent from 

subordinate groups (what Gramsci defined as 'integral' states), are 

not only hegemonic, but are aIso construed as beIonging to a higher 

stage of 'state developmentt, one which Gramsci associated with 

consentual "liberal, democratic regime[s]" (Gramsci, 197 1 : p.27 I ; see 

aIso pp.18 1-2). 

Thus, an 'integraI' state can o d y  exist if a class. or an alliance of 

classes that is seeking hegemony can "transcend the corporate Limits 

of the purely economic cIass, and can and must become the interests 

of other subordinate groups too. This is the most purely political 

phase, and marks the decisive passage kern the structtire to the 

sphere of the complex superstmctnres" (Gramsci, 1971: p.181). It is 

only through this passage, that hegemonies are formed: "the 



dominant group is coordinated concretely with the general interests 

of the subordinate groups, and the life of the State is conceived of as 

a continuous process of formation and superseding of unstable 

equilibria ... between the interests of the fundamental group and those 

of the subordinate groups" (Gramsci, 1971: p. 182) This more 

expansive understanding of the Gramscian 'modem Stater, therefore 

implies a balance between political and civil society, whereby 

hegemony is "exercised through so-called private organizations like 

the Church, trade unions, or schools" (Gramsci, 1973: p.204). Under 

such circumstances, these organizations can be construed as 

hegernonic instruments which help disseminate the dominant 

ideology. In summary, the centre-piece to Gramsci's 

conceptualization of hegemony is the idea that ideoLogies are not only 

both the product of civil society and the primary agent of history, 

but that they also heIp shape structures and uItimately are capable 

of creating a 'new reality', or in the least a new interpretation of 

reality. 

When a historical congruence exists between the 'base' (the 

productive forces) and the 'superstructure' (political and civil 

society), Gramsci then referred to hegemony as operating within a 

'historicaI bIocT (Gramsci, 1971 : p. 137), whereby the dominant 

ideoIogy fnnctions as the glue that helps cement the 'historicd bloc', 

by providing unity between the productive forces, civil society, and 

poIiticaI instimtions (Gramsci, 1971 : pp.376-7). To this extent, 

Gramsci's 'histodcal blocr is b a t  dong two dimensions: the Fist, is 

the horizontd alliance of classes which aUows for the formation of 

hegemony, whereas the second involves the vertical linking of the 



'baser and the 'snperstmcturet (Gramsci, 2971: pp. 137, 366). 

SignX~cantIy, civil society functions as the primary mediation 

between the 'base' and the 'superstructurer, that is, between "the 

economic structure and the State" (Gramsci, 197 1: p.208). Moreover, 

within civil society, it is the intellectual's role to not onIy organize 

consent (and thus act as either an hegemonic or counter-hegemonic 

instrument), but also to articulate and disseminate an 'organict 

interpretation of the complex interrelations between the 'baset and 

'superstructure' (Gramsci, 197 1 : p. 12). Given the importance that 

Gramsci attributes to ideoIogy as the 'primary agent of history'. it is 

imperative to stress his impression that intellectods are the 

"functionaries" of civil society (Gramsci, 197 1 : p. 12). 

According to Gramsci, any particular historical bIoc is 

constantly challenged by some elementls of civil society; when the 

balance between politicaI and civiI society (thus the balance 

upholding the hegemonic rule of a particuIar 'integral' state) is 

dismpted significantly by the ideology of a sobaItern cIass or group. 

the possibility for the emergence of a new historical bloc is enhanced. 

The displacement of a historicd bloc by some alternate 'cuItttraI 

expression' arises out of a "crisis of authority" which will occur only 

if the articulation of a possible new historical bloc highfights 

effectively the contradictions inherent in the present historical bloc. 

According to Gramsci, this occurs when "the great masses have 

become detached from their traditional ideologies, and no longer 

believe what they used to believe previonsIy" (Gramsci, 1971: p.276). 

In sum, Gramsci's framework synthesizes the strncturd and 

interpretive elements of 'institutionalistr, 'stmctnralistr, and 'society- 



centered' models. Out of this synthesis emerges Gramsci's model, 

which provides the analytical tools for assessing the complex 

interactions between society, political institutions, and economic 

structures. More importantly, this model allows for the analysis of 

the process of structural change and societal transformation by 

linking societal changes to the reorganization of reIations of 

production and the more fundamental transformation of state- 

society relations. For instance, while the model helps recognize that 

the absorption of civil society into state structures depends largely 

on the system of interest intermediation that a society utiIizes,22 it 

also helps to identify the historical and cuihml determinants that 

paved the way for the consensus built around such system, 

consensus which may have ultimateIy helped forge a 'historical bloc'. 

As the discussion on the Swedish experience will show, 

Gramsci's theoretical framework will provide clues as to why the 

'social democratic corporatist historical bloc' emerged in Sweden, and 

why such an historical bloc has come under attack in the form of 

both endogenous and exogenous forces. Before doing so, however, 

we wiU turn to a broader discussion on how the same forces worked 

to ondennine the 'Keynesian historical bloc' throughout advanced 

democracies. 

~orporatist  systems (like that of Sweden, for instance) wiII have a greater tendency to 
incorporate elements of civil -ety into state structuresr so much so that it becomes 
diHicult to diffetentiate whether some organs belong to ad society or politid society (in the 
G- sense of the terms). This si@otntI.. horn pi& s y s w r  whm the 
distinction between organs that beIong to c i d  society, as opposed to poIiticaI sodety, remaiw 
very dear- 



CHAPTER THREE 

THE DEMISE OF THE 'KEYNESIAN HISTORICAL BLOC': 

TEE IMPACT OF THE 'NEW POLITICS' AND 
GLOBALIZATION 

The emergence of two distinct, yet interrelated phenomena can be 

linked to the demise of the 'Keynesian historical bloc' in advanced 

industrial societies. The rise of both the 'new politics' and 

gIobaIization, which coincided with the transition from the industrid 

to the postindustrial order, combined to undermine the equilibrium 

that Keynesian orthodoxy managed to establish during the latter 

stages of the i n d ~ s m a l  era. The thesis wil I  now Iook at the origins of 

both the 'new politics' and globalization, and assess the kinds of 

impact that these phenomena had on the 'Keynesian historicaI bloc'. 

THE 'NEW POLrrICS' 

The shift to the postindustrial era has had a significant impact on the 

sociaI, poIitica.1, and economic foundations of advanced industrialized 

states. During the 1960s most advanced industria1 states reached 



Ievels of previousIy unattained economic growth and prosperity, 

which enabled them, among other things, to afford a vast expansion 

in the provision of social services. As a direct result of this 

transformation, IeveIs of education dso  rose considerably; a more 

educated mass public, in turn, gave rise to a more sophisticated 

electorate, which seriously affected the participatory structures of 

Western liberal democracies. These structures Fist came under 

severe attack during the student movements of the late 1960s, only 

to be further disrupted by the rise of new social movements during 

the 1970s. This rise in the level of non-traditional participatory 

practices has paradoxically resulted in the emergence of new types 

of political parties, commonly referred to as 'left-libertarian' 

parties,* as well as undermining highIy centralized and hierarchical 

structures of interest intermediation. Furthermore, this series of 

changes was accompanied by the emergence of different value 

structures in advanced Liberal societies (Inglehart, 1984; 19906). 

Data from the past twenty-five years has shown a consistent shift in 

values among Western mass publics from material concerns (such as 

physicaI and economic well-being), towards postmaterid concerns 

(such as quality of life and self-expression) (Inglehart, 1997; 

IngIehart and Baker, 1999). 

%e paradox Iies in the fact that supporters of new s d  movements tend not to identify 
with t radi t iod political structurest Iike political parties- It should be noted at this time 
that although this thesis is not directly interested in fight-authori- parties, it does 
recognize that they are aIso part of the process of poIitid change that is associated with the 
rise of the 'new poEtics'. U d i k  I&-Iibertadan parties, r i gh t -author i~  parties are 
concerned with immigration, hw-and-order issues, and issues dating to regional 4 5 -  
dekmnimtion, and that such parties tend to receive a disproportionate IweL of mpport kom 
the working dass @@hart, 1997: ch.8). In some ways, the rise of right-anthorikh~ parties 
d e c t  the remnergence of preFndus€riaI deavages, such as ethnia€y and regionahm- 



Left-Libertarian political parties can be  placed within the 

context of the emergence of the 'new politics', and they are 

characterized by a new dimension of conflict which does not conform 

to the traditional LeftlRight dimension. The 'new politics' can be 

construed as the structuring of the demands of the emerging 

postindustrial mass publics through non-conventional participatory 

structures; in other words, the structuring of demands through 

channels which are reflective of a new dimension of political conflict. 

As such, the 'new politics' are to be understood as rising from the 

inherently inadequate Linkages between civil and political society 

experienced in advanced capitalist states. 

Left-libertarian political parties have sought to embrace the 

spirit of new sociaI movements, in a simi1a.r attempt to provide an 

alternate channel of political participation, albeit in a different 

institutional form. As Kitschelt has suggested, left-libertarian parties 

"are 'Left' because they share with traditional socialism a mistrust of 

the marketplace, of private investment, and of the achievement 

ethic, and a commitment to egalitarian redistribution. They are 

libertarian' because they reject the authority of private or public 

bureaucracies to regulate individual and coIIective conduct" ( 1990: 

p.180). 

While others have argued that this is not entirely a new 

phenomenon (Brand, 1990), what seems to be  significant about the 

social movements that have emerged recently, is that their 

deveIopment coincides with a fondmental shift in the name  of 

eIectoraI aIigmnents with politicaI parties (Dalton et ai., 1984a; 

hgIehart, 1990a; 1997; Smith, 1990). Data suggest that although the 



Left/Right dimension of political discourse has proven resilient by 

managing to incorporate elements of the 'new poIiticsr into its 

framework, traditional partisan cleavage alignments reflect to an 

ever decreasing level the value orientations of West European mass 

publics (Rnutsen 1995, 1998). Perhaps more significantly, the 

growth of a sophisticated electorate, coupled with the emergence of 

postmaterialist values, have undermined traditional Liberal 

democratic patterns of political participation associated with the 

'Keynesian his toricd bloc'. 

IncreasingIy, as studies spanning the last two decades have 

shown, European electorates are becoming less partisan. more 

politically active, and highly vo1atiIe (DaIton et al., 1984b; Inglehart, 

1990a; 1997; Richardson, 1995; Schmitt and Holmberg, L995; Lane 

and Ersson, 1997). The implications for political parties in general, 

but particularly for those aligned along the traditional cleavages of 

social cIass and religion, are serious. Not only are the changes among 

the eIectorate placing strains on party systems, but they are dso  

forcing politicd parties to Iimit their function to one of structuring 

the vote and providing the governing elites (Richardson, 1995). As 

DaIton et al. ( 19841) have suggested, political parties are increasingly 

no longer performing the social and political roles which they 

faIfilIed daring the greater part of the twentieth century. The 

further bureaucratization of government, the increased IeveI of 

avaiIabIe information, and the rise of an eIectorate with greater 

political skilIs and resources have all served to h i t  the function of 

parties as providers of both information and poIiticd cues, fnnctions 



which traditionally worked to ensure a degree of partisan 

predisposition among the electorate. 

The rise of the 'new politics' has predominantly been described 

as an expression of the decreasing significance of the class-based 

polarization of politics, and its gradual replacement by a value-based 

polarization (Muller-Rommel, 1989, 1990; Poguntke, 1989; 

Rohrschneider, 1993). As Inglehart ( 1997) has suggested, traditional 

West European party systems have recently begun to reflect the 

realities imposed upon them by the postindustrial era. The once 

predominant cleavage of social class is slowly being replaced by 

value cleavages. This observation is substantiated by data which 

suggest that class voting in Western Europe has declined significantly 

in the past decades (IngIehart, 1984: p.30n; L997: p.255; 

Nieuwbeerta, 1996; Lane and Ersson, 1997). Significantly, a recent 

study on value trends in eight West European countries has found 

that "middle-class Postmaterialists are more UeIy to support left 

parties than are working-class Materialists" (Abramson and 

IngIehart, 1995: p.10). This ~~g provides a clear indication of a 

fnndarnentaI restructuring of the West European po1itica-I Iandscape, 

away from the traditional cIass-based interpretation and towards a 

value-based conceptualization. Moreover, Inglehart (1990a; 1997) 

has been able to trace the development of new vaIue structures 

among West European generations born following the Second World 

W These generations, cIassified as possessing to an increasing 

degree postmateriaIist vaIues, give a higher priority to non-material 

needs, such as freedom and qnality of life, whiIe at the same time 

placing Iess emphasis on materid issues such as economic and 



physicd security. Furthermore, evidence suggests that individuals 

possessing postmaterialist values are less likeIy to have confidence in 

hierarchicill institutions (Inglehart, 1997: ch.9). 

Inglehart bases his theory of value change on two hypotheses: 

the scarcity hypothesis suggests that "[olne pIaces the greatest 

subjective value on those things that are in reIatively short supplyrr 

(1990a: p.68). As such, if basic survival needs like food and 

economic well-being are met, one can expect an individual to place 

greater value on objects which are in shorter supply, such as 

aesthetic needs. The socialization hypothesis, on the other hand, 

suggests that "to a large extent, one's basic values reflect the 

conditions that prevaiIed during one's pre-aduIt years" (1990a: p.68). 

This hypothesis stresses the impact that an individual's formative 

years have on their value system, while undermining, to some 

extent, the potentiaI of drastic life-cycle changes. As a whole, the 

theory of value change proposes that "while the scarcity hypothesis 

implies that prosperity is conducive to the spread of Postmaterialist 

vdues, the socialization hypothesis implies that neither an 

individual's values nor those of a society as a whole are likely to 

change overnight" (Inglehart, I990a: p.69). hglehart recognizes that 

short-term periods of scarcity wilI lead to a sudden increase in 

materialist vaInes; oevertheIess, Inglehart suggests that long-term 

vdue change towards postmateridism resuIts "mainIy from 

intergenerational repIacementW (1997: p.13 1). In fact, data suggest 

that each cohort polled over an extended period of time, remains 

"about as Materialist or Postmateriakist as it was when it was first 

sampledrr (Abramson and Inglehart, 1995: p.28). Therefore, although 



there are fluctuations among cohoas which are directIy related to 

economic recessions, over the long-term values for each cohort 

remain about the same. 

Given the fact that since the end of the Second World War the 

basic economic and security needs have been met increasingly in 

Western Europe, younger generations have progressively been 

displaying a greater tendency towards postmaterialist values 

(Inglehart, 1990b; 1997; Abramson and inglehart, 1995). Clearly, 

the problem with Lnglehart's value change analysis is that it bases its 

predictions of increased levels of postmaterialist vdues on the 

assumption that economic conditions will continue to improve over 

time. Just as short-term effects (such as recessions) result in 

increased levels of materialist values (Abramson and Inglehart, 

1995), it couId be  argued that an extended period of economic 

stagnation, or a gradual decline in economic performance may lead to 

the long-term reassertion of materialist vaIues. For the moment, 

however, d I  indications are that a gradual shift towards postmaterial 

values is still occurring (IngIehart and Baker. 1999). As Dalton et a[. 

have suggested, "the younger and more educated voters in advanced 

industria1 democracies are bepinning to define politicaI competition 

more in terms of value cleavages than cIass cleavages" (1984b: 

p.453). Stemming from this theory, one can expect that as younger 

generations join the ranks of the poIitically active (either by simpLy 

voting, or by joining a socia1 movement), the nature of politicd 

conflict in Western Europe wiU change to reflect the rise in 

postmateriaIist values, 



This, in fact, is what both MulIer-Rome1 (1989; 1990) and 

Poguntke (1989) suggest has been taking place in Western Europe 

since the 1960s. As Europeans experienced a decrease in interest for 

traditional political issues such as public order, economic growth, and 

national security, the salience of 'new' issues provided the impetus 

for the creation of new groups, who sought to pIace such new issues 

squareLy onto the political agenda. New issues, such as 

environmental quality, aIternative life-styles, and minority rights 

were initially not readily absorbed by the traditional structures of 

political discourse and had to, therefore, find aIternate means of 

receiving recognition. In fact, while during the 1970s 'new politics' 

parties were present in only three West European states, by "the 

I989 elections to the European Parliament, New Politics parties won 

at least LO percent of the vote in eight of the I2  European 

Community countries" (IngIehart, 1997: p.256). Knutsen's (1998) 

study of eIectoraI support for 'new poIiticsr parties shows a 

noticeabIe increase in support from 1982 to 1993 among the Ieft- 

Libertarian parties of thirteen West European countries. Of the 

thirteen countries, only Danish arid Italian Ie ft-libertarian parties 

experienced a decrease in support during this period, while Austria, 

France, Spain, and Sweden experienced the greatest increase in 

support (7, 6.4, 5.5, and 4 per cent, respectively) (Knutsen. 1998: see 

Table 3b). 

By the I990s, however, mainstream poIiticaI parties in Western 

democracies had began to absorb dements of the 'new poIiticsr into 

their party programmes (Rohrschneider, 1993). W l e  throughout 

the 1950s and L960s socialist poficies were a major theme in most 



party programmes (on average mentioned five times per party 

programme), by the 1980s environmentd poIicy had surpassed 

sociafist economic policy, receiving on average eleven mentions per 

party programme by the early 1990s (Inglehart, 1997: pp.252-3). 

Furthermore, Rohrschneider (1993) has found that in states that 

utilize proportional electoral Iaws, traditiond Left parties are IikeIy 

to absorb eIements of the left-Libertarian agenda, in order to limit 

the drain of support to the new Left.24 

The sudden rise of left-libertarian parties?5 but particulary the 

success of green parties during the 1 9 8 0 ~ ~  has caused scholars to 

question Lipset and Rokkan's (1967) assumption that a "freezingr' of 

party systems took place in Western Europe, at the beginning of the 

twentieth century. Lipset and Rokkan have argued that the class 

cleavage had become the most saIient dimension of poIitica1 conflict 

within Western Europe because when the extension of the suffrage 

took pIace, around the tum of the century, class issues dominated the 

24h fact, electoral systems have proven to be a significant -or in the successhtl rise of left- 
Libertarian parties. [n peal, proportional systems with low threshoId lev& have 
facilitated their creation, SWarIy, party systems have had a noticeable impad Muner- 
RommeI (1990) has suggested that party systems are a more signiscant predictor of left- 
Libertarian parties' success, than is the strength of the new social movanent support within a 
countly* 

%or a concise iIIustration of the dectoral success of Ieft-Libertarian parties in Westem Europe 
see M d e r - R o d ,  1990: Tabk f 1 2  on p 2 6 -  By the mid to hte1980s, most West European 
states h d  witnessed the relative dectord success of left-liberkkm parties, As early as 1982 
the Parties of the Green Progressive Accord received 53 per cent of the vote m the Dutch 
national dectiow, soon to fonowed by the Icelandic Women's Party (5%) m the 1983 Icelandic 
national dection; The Green Alternative (5.2%) m the 1984 election in Luxembourg; Agdw 
and EcoIo (7.1%), Sodalist People's Party (145%), and Greens (83%) in the 1987 Belgian, 
DankEt, and West German elections, respthdy; and the Left and Environmental parties 
combining for a total of 10-6% m the Swedish dections of 1988 (Kitschdt, 1990: p.183). By the 
eady 1990~~ the French EcoIogist Party received 8% of the vote (I993), while the Dutch 
Democrats '66 and the Green Left combined Eor a total of nearly (1994)- The German Greens 
received 79& of the vote (l994) (hgtehut, l99Z &8), and wodd evenWy form a national 
codifion government with the SodaI Democrats m I998, although in order to do so many of 
their positions had to be compromised- 



political discourse. They have suggested that social cIeavages 

emerged following periods of major social transformation, such as 

those which fobwed both the National and Industrial revolutions, 

In short, the f i s t  revolution gave rise to two sets of cleavages: 

the 'centerlperiphery' cleavage witnessed cultural conflict between 

the dominant national elites and the masses residing in the 

provinces. The 'churckdstate' cleavage, on the other hand, arose from 

the conflict over the distribution of power among the traditional 

structures of the church vis-a-vis the newly founded sovereignty of 

the state. Likewise, the Industrial Revolution gave rise to two sets of 

cleavages: the 'land/industryr cleavage was primarily based on the 

conflict between traditional Ianded interests and the emerging class 

of industrialists. The 'owner/workerr cleavage, which produced the 

congealment of the party systems dong the socia1 class dimension, 

arose from the industrial conflict between the proletariat and the 

bourgeoisie. According to Lipset and Rokkan, the class cIeavage is 

not o d y  responsibIe for traditional forms of party alignments, but 

has aIso become firm1y entrenched in Western European politics, 

resnIting from the institutionalization of traditional political parties. 

Moreover, it is important to note that poIiticaI parties were able to 

conform these cleavages to the ideoIogicaIIy driven LeftRight 

dimension of politicd conflict, thus fnrther incorporating the 

significance of Left and Right politics throughout Western Europe. 

Given the recent emergence of a series of Ieft-libertarian 

parties in Western Europe that reflect the rise of postmateriaIist 

values, schoIars have be- to observe some fnndamentaI changes to 

the traditional stmctme of partisan aIignments with politicd parties 



(Dalton et al., 1984a, 1984b; Inglehart, 1984, 1997; Smith, 1990). 

Two alternative types of partisan alignments that are commonIy 

recognized as possibly taking pIace are those of an electoral 

realignment dong some new social cleavage or cleavages, and that of 

an eIectoraI deaiignment resulting from a redefinition of the 

participatory structures in Western European democracies (Smith, 

1990: p.251). This does not necessarily suggest a dichotomy of 

partisan alignments, but rather a range of possibilities from extreme 

forms of realignment to equally extreme forms of dealignment. 

It is sibpZicant to note that the notion of electoral alignment 

has traditionally been associated with voters' identification with a 

particular political party, and that such identification, in turn, has 

been viewed as giving rise to a sense of loyalty between voters and 

parties. The growing fractionalization and volatility of West 
26 European party systems which began in the earIy 1980s, has 

resulted in the debate over whether these Ioyalties are simply 

changing (hence a realignment), or whether we are witnessing an 

absolute decline in partisan identification (hence a dealigoment). 

Dalton et at. (1984b) suggest that two theories of party systems 

and partisan change conform to the two possible forms of cIeavage 

alignments discussed above: 

[tme social cleavage model attributes change in party systems 
to the rise and eclipse of social cleavages. The transition 
between eIectoraI eras is marked by a realignment, as parties 
and the eIectorate adjust their positions along a new cleavage 

26See TabIes 1.1 and 1 2  in Dalton ct nI, 1984a: pp9-10. F r a c f l o ~ t i o n  is defined as the 
process of introduction of new parties and/or the breakup of estabIished parties. while 
voIatllity is d&ed as "flucfuatio~ m vohg &ts between electionsn (DaIton et a[., 1984~ 
p-9)- 



dimension. The functional mode1 posits that recent electoral 
trends are the product of changes in the socia1 and political 
roIes served by parties and party identifications (L984b: 
p .454). 

Although these authors recognize that both a realignment and 

dealignment of West European electorates seems to be occurring 

simultaneously, the social cleavage and the functional models speak, 

specifically, to one of the two forms of partisan change that are 

hypothesized to be taking place, that is a realignment and a 

dealignment, respectively. 

The social cleavage model adopts many of the assumptions 

inherent in Lipset's and Rokkanrs (1967) work; as such, cleavages 

arise from fundamental societal transformations. In this model, the 

West European s h i f t  to the postindustrial era could be construed as 

having drarnaticaIly altered society, to the degree that traditionaI 

social cleavages no longer adequately reflect the demands of the 

mass public. As a resuIt, a possible scenario may be the rise of an 

'industriaIfpostindustriaI' cleavage, which would reflect Inglehart's 

'maten'aIfpostmaterial' cleavage (DaIton et a[., 1984b). 

There does not seem to be any clear indication that the 

'indnstriaVpostindustrial' cIeavage has overwhelmed all others; 

Smith (1990) suggests that two major stages of European electoral 

and party development have taken place, with a third and newer 

stage occurring during the 1980s. The significance of this analysis is 

that the three stages of development do not dispIace one another, but 

raaer  provide the foundations for the subsevent stages. The f is t  

stage is characterized by the alignment of political parties and 

eIectorates dong the traditional cIass cleavage. The second stage is 



characterized by the parties' realization that following the end of the 

Second World War, Europeans began to shed their identification with 

their particular social class. The massive growth of the middle class, 

during this period, promoted the creation of a 'hornogenised mass 

cuIturel, which in turn resuIted in the declining ideoIogical 

polarization of parties. The post-World War I1 era, therefore, gave 

rise to the 'catch-dI' party and undermined the parties positioned at 

the extremes of the LeftRight axis. 

Smith (1990) suggests that although the impact of the third 

stage (the rise of the 'new politics') on the traditional dimension of 

political conflict is not entireIy clear, this LeftRight dimension has 

proven to be very resilient. Not only have traditional parties of the 

Left been able to successfulIy promote the 'old' ideological style of 

politics, but aIso, in the words of Smith, "electoral psychology 

translates party competition to unidimensional framework, usually a 

left-right one, even though a muItidimensionaI mapping would be 

more appropriate" (p.264). Inglehart (1984), in fact, has found that 

voting behaviour is much more aligned with voters' pIacement of 

parties aIong the LeftRight dimension, than on whether or not a 

party shares the voters' materialist or postmaterialist predisposition. 

More recent studies support the proposition that although the rise of 

the 'new politics' has undermined traditional social cIeavages, they, 

in turn, have proven to be very H ~ c u I t  to eradicate (Knutsen, L995, 

1998). In the words of Alber, "there is change and persistence. The 

binding force of the old cIeavages has diminished but not 

disappeared" (1989: p. 196). Lastly, one should not underestimate 

the capability of traditional political parties to conform to the 'new' 



demands that are being placed upon them; their receptiveness, 

coupIed with their willingness to adapt, can ultimately ensure a less 

drastic realignment of the electorate (Rohrschneider, 1993). 

The bct ional  modeI, on the other hand, would suggest a 

permanent dealignment of the electorate. This model stems from the 

assumption that some of the political party's functions are becoming 

Iess relevant, as the Western European mass public becomes more 

sophisticated and much more politically active. Dalton et al. suggest 

that a "deaIignment seems to be concentrated among groups whose 

greater political skills and resources enable them to be more 

functionalIy independent: the better-educated, the middle class, and 

the young" (L984b: p.462). Moreover, these authors point to the 

recent changes involving the style of politics, which is inherently 

more participatory; unconventional methods of politicd participation, 

such as protest marches, sit-ins, and demonstrations, point to the fact 

that West European mass publics have become less willing to be 

confined to the more traditionaI participatory roles. Like that of 

voting. As a resuIt, this mode1 would predict partisan attachments to 

decrease considerably in postindustrial states, whiIe issue-based 

voting would be expected to increase significantly. 

These kinds of changes seem to be substantiated by data which 

suggest that Western Europe has witnessed a radical increase of 

opportunity stmctnres for political participation (Richardson, 1995). 

These structures are reflective of the growth in pnbIic demand for a 

more direct invoIvement in the process of decision-making, and the 

redting rise of new social movements and interest groups as 

channeIs for this greater demand in activism. Interestingly, 



Richardson (1995) suggests that not onIy are most West European 

poIiticaI parties witnessing a steady decline in membership, but that 

this traditional form of participation is being supplanted by less 

hierarchicdy structured and more single-issue oriented forms of 

participation. As a result, there has been a proliferation in number 

of organizations that seek to win over active members, and that 

promote a single-issue (see Richardson, 1995: pp. 133-4). This 

dramatic increase in opportunity structures for political participation 

has had a significant impact on corporatist modes of interest 

intermediation. Not only have these new structures undermined the 

power of corporatism which is predicated upon a 'representationa1 

monopoly', but they have also spurred demand among members of 

corporatist groups for more direct control over the decision-making 

process (Schmitter, 1989). Significantly, the participatory structure 

of organizations which are said to be part of the 'new politics' borrow 

a horizontal structure from new socia1 movements, coupled with an 

orientation towards the promotion of a single-issue, or a cluster of 

similar issues. 

Kitschelt's (1990) and MuIIer-Romrnel's (1989; L990) work 

supports this proposition. MuUer-Rommel, in fact, has found that the 

poIicies of Ieft-Libertarian parties reflect the vaIue system and 

ideoIogicaI orientation of the folIowers of new socid movements. 

Three fondarnentaI characteristics separate these parties from 

traditional ones: in the fist instance, their ideoIogical orientation is 

one which stresses the need for equd rights, the preservation of the 

environment, and nniIateraI disarmament, among others. Secondly, 

left-libertarian parties dispIay a strongly decentrazed 



organizational structure, thus aliowing for greater opportunities for 

participation in the decision-making process at the grass-roots level. 

LastIy, supporters of these parties display characteristics which 

differ significantly from those of the supporters of traditional parties: 

"[nJew Politics voters are rnaidy younger, new middle class, urban, 

highly educated, with new value orientations, and a genera1 left-wing 

orientation" (MuIIer-Rommel, 1990: p.218). Interestingly, these 

characteristics are the ones which Dalton et al. attributed to a 

Similarly, Kitschelt (1990) speaks of an organizational 

dealignment, when referring to the structures of left-libertarian 

parties as modes of representation for their constituencies: 

[lleft-Libertarians believe political parties to be only one of 
many actors that ought to participate in governing and shaping 
socia1 institutions, but not have a dominant focaI position. In 
this respect, organizational dealignment symbolizes efforts to 
lower the centrality of poIiticaI parties in the networks of 
interest intermediation and enhance the autonomous self- 
organization of citizens in social movements to gain access to 
the state (p.180). 

As Kitschelt has suggested, these kinds of considerations are not 

conducive to electoraI success; therein lies the paradox of left- 

libertarian parties, for if they are to promote a structure and a 

strategy which is consistent with their p~c ip Ie s ,  they wiII be 

doomed to electoral failure. This point is made apparent if one Iooks 

at these parties' membership structure: not only do they attract a 

much smaller percentage of their electorate, compared to traditional 

parties (see Kitschelt, 1990: p.188), but membership turnover is also 

exceptionaIly high compared to that of traditional parties. These 



findings shodd not come as a surprise, given the greater 

predisposition among left-libertarians towards a lack of partisan 

attachment and the need to seek alternate methods of participation. 

The relationship between left-Iibertarian parties and their 

constituencies must be viewed in terms of the values which these 

constituencies embody; partisan alignments, in of themselves, are 

construed as being counterproductive. In his study of environrnentaI 

elites, Dalton (1995) acknowledges that "[wlhile most environmental 

interest groups can identify potential partisan friends and foes, they 

nevertheless adhere to their apartisan rhetoric in avoiding formal 

association or direct contact with party elites" (p.320). Interestingly, 

the same could be said of their relationship with left-libertarian 

parties (see Kitschelt, 1990: pp. 196-8; Dalton, 1995). Although many 

studies do show an inclination among new social movement activists 

towards electoral support for the Left (be it, Left-libertarian or the 

traditional Left), it is nevertheless surprising to see the level of 

support that traditional parties are able to retain from this sector of 

the e~ectorate.~' 

Ultimately, if one is to predict what the future holds with 

regards to the type of electoral aIignment or dedilignment in Western 

Europe, the answer rests heaviIy on the predictability of sunrivd and 

growth of left-libertarian value structures. As these value systems 

flourished during times of vast economic growth, their sustainment 

depends upon fixture levels of economic affluence. Moreover, 

*See ~ d e r - ~ o m m d ,  1990: Table 113 on pp.226-7; and Daltonr 1995: TabIe 2 on p308. Most 
surprisingly is the low I& of votes that p e n  parties receive horn supporters of the emlogy 
movement, Although these parties do =eke a disproporticmak (ie, a much Iarger) amount 
of support b this group of votersC the IeveI is not as high as one wouId expect 



uncertainty s t i l l  remains with regards to the siwcant impact that 

life-cycles may have on vaIue systems, as we11 as on the assumption 

that economic conditions wilI continue to improve over time. It could 

very well be that as one ages, and economic conditions worsen one 

may revert to materialist values. 

In sum, a new dimension of poIitical conflict has undoubtedIy 

emerged. Whether this vaIue driven polarization will supplant the 

Left/Right dimension is still uncertain. What is certain, however, is 

that West European mass publics have effectively articulated their 

desire for change in the methods of political participation, and that 

structures have adapted to such demands. What is less clear, for the 

moment, is to what degree the restruchuing associated with the 'new 

politics' has undermined the 'Keynesian historical bloc', particularly 

its 'socia1 democratic corporatist' variant. This wiIl become apparent 

in the andysis of the deveIopments in Sweden. 

We now turn to a discussion on the process of globalization and 

the impact that such process has had on both the state and the 

'Keynesian historicaI bloc'. It shouId be noted that although 

gIobaIization is essentialIy an economic phenomenon, this thesis is 

primarily concerned with its political and societal implications. 

Therefore, while the discussion that follows focuses on the vast 

economic restructmhg of the global economy, emphasis is placed on 

the effect that such restrnctnring has had on the relation of power 

between the state and the market- 



Following the breakdown of the Bretton Woods financial order 

(1973), and the subsequent collapse of the capita1 controis r e m e  

which was central to this agreement, international capital flows 

throughout the advanced industrialized states increased in an 

exponential fashion. As Frieden points out, "the outstanding stock of 

internation& bank and bond lending was $3.6 trillion in 1989, 

equivalent to 25 percent of the aggregate gross national product 

(GNP) of the industrialized countries, in contrast to under $200 

billion and 5 percent of aggregate GNP in 1973" (1991: p.428). The 

important aspect of this surge in economic internationalization. is 

that it has been led by the foreign exchange market. In fact, while in 

I983 foreign exchange transactions were ten times larger than world 

trade, by 1992 they had become sixty times as Iarge in relation to 

trade (Anighi, 1997). By the 1990s the trend in internationalization 

had began to spread to emerging markets as well, providing further 

proof of the predominance of neoliberd economic consensus: "total 

net private capital flows to emerging markets in the 1990-96 period 

soared to $1,055 billion, more than seven times the amount they 

received in the 1973-8 I period" (Fokerts-Landau ef al., 1997: 

p.241). 

Most wodd argue that the collapse of the capital controIs 

regime associated with the Bretton Woods agreement spurred the 

integration of globaI financial markets (Cox, 1993; Goodman and 

PauIy, 1993; Cemy, 1994; Andrews, 1994; HeEeiner, 1994a; I994b; 

Strange, 1996). Moreover, many wodd argue that such financial 



integration has significantIy nndermined the state's ability to 

formulate policies independentIy of the markets' influence (Cerny, 

1995). Garrett has succinctly summarized this process: "the easier it 

is for asset holders to move their capital offshore, the stronger the 

incentives for governments to pursue policies that will increase rates 

of return on domestic investment." (1995: p.667). At the same time, 

this dynamic of 'competitive deregulation' resulted in the further 

Liberalization of domestic markets in the advanced industrialized 

world, throughout the 1980s and 1990s (Helleiner, L994a: p.12). 

There is less agreement on the cause for the collapse of the Brettoo 

Woods Financial order. Briefly, causal explanatory models tend to fall 

within two general types: 'actor-centered' models stress the role 

played by social actors (such as intelIectuaIs, Financial institutions, 

and muItinationaI corporations, among others) in advancing the 

legitimacy of the 'idea' of global economic integration, while 

'structure-centered' modeIs focus mainly on structural change (such 

as the development of new technoIogies) as the variable responsible 

for the process of globalization. Before examining the various 

reasons put forward for the collapse of Bretton Woods and the 

implications that such collapse had for the role of the state, it is 

important to both define globalization, and to discuss the historicd 

antecedents which led to the integration of the global economy. 

GlobaIization2~ is defined here as the interrelated process of 

economic, politicaI, and cultural restructuring of the international 

capitafist system. It is characterized by the foIIowing: 1) the newly 

%e definition of the term 'giobahation' bomows from the conceptnaI interpretations of Cox 
(1993: pp259-60); Cemy (1995 p596, and p.613); Barber (2995); and Wilks (1996: pp57-8). 



gIobaIized organization of production resuIting from the increased 

mobility of productive capitaI. Such mobility allows producers to 

seek geographic locations that provide the most advantageous 

production costs, labour, and tax regimes. This new gIobaI 

organization of production. in turn, has given rise to an international 

division of labour which, among other things, has had the effect of 

cross-cutting traditional class alliances (See Frieden, 1991; Swenson, 

1991). 2) The emergence of increasingly autonomous transnational 

financial markets and institutions, which are characterized by large 

volumes of instantaneously traded and highly deregulated 

transactions in money, credit, and equities. 3) The development of a 

global consumer culture, which Frnds its roots in the wants and 

aspirations of an increasingly self-regulated and dominant global 

market. This consumer culture is driven by market exigencies to 

produce, and thus to turn citizens into consumers. Significantly, this 

process of restructuring which constitutes the whole of the dynamic 

of globalization, is the consequence of a mix between national policy 

decisions and the opportunities provided by the technological 

changes associated with the Information revolution29 (Andrews, 

1994; HelIeiner, 1994a; 19946). 

It is nevertheless important to note that, as Arrighi (1997) has 

suggested, globalization is indicative of a novel transformation only 

with respect to its "scale, scope and compIexitym (p.2). In fact, it has 

been wen documented that during the GoId Standard period (1870- 

%he Information rev01ution is indicative of the process of tedmoIogical advancements which 
enabled the growth in the digitakation and computerization of information.. The other 
signiscant aspect of this m01ution is the speed with which information can be accessed. 



19 14),30 the scale of capital flows relative to the combined Gross 

Domestic Product of capital exporters and importers was Iarger than 

it has been during the 1990s (Fokerts-Landau et aL, 1997: pp.234- 

5). SimilarIy, as Arrighi has pointed out, "foreign direct h v e s ~ e n t  

(FDI) grew so rapidly that in 1913 it amounted to over 9 percent of 

world output--a proportion still unsurpassed in the early 1990s" 

(1997: p.1). Thus, there is nothing distinctive about the integration 

of the global economy. What is significant about this particular era 

of economic integration is its complex structural form, its truly global 

reach, the unprecedented rise of a homogenized global consumer 

culture, and the lack of determined leadership that would ensure 

stability in the system. 

Significantly, whiIe the GoId Standard period functioned under 

the watchful eye of British imperid power (more specifically the 

financid interests of the City of London) (Polanyi, 1944: p.14; GiIpin, 

1987: p. 124), today's global economic power (the United States) has 

shown a reluctance to assume responsibility to insure order and 

stability in the globaI market (Amghi, 1997; Soros, 1997). The only 

response to destabilizing financial crises have come in the form of ad 

hoc reactive measures; this is a direct result of the the Iack of 

%tis intemationai monetary system was organized and managed by Great Britain, because of 
the City of London's predominance m world commodity, money, and capitd d e k .  Such 
position of power enabIed Britain to obtain universal acceptance to a system of a fixed exchange 
rate pegged to goId (Upin, 1987: pp.I.23-5). GiIpm suggests that "[a]s a conseqyence, the world 
economy m eff- had a d o r m  worId m c y  with rehtivdy Little idation or currency 
Buctuation, and the d t i n g  stability of e x b g e  rates was a major fictor in the steady 
growth of bade and fo&p investment? (1987: p.lZS). W~th the gradual dedine of Bdtish 
global economic leadershipr the system began to Mter, ody to be repIaced initia.Uy by a 
system of floating rates, and later by a system of competing monetary blocs (19141944) (GiIpih 
2987: pp 327-31)- 



institutionalized structures which could prescribe and implement 

crisis-prevention strategies (Sachs, 1998) .31 

Moreover, the present gIobal structure shares with the Gold 

Standard era a wholesde acceptance of free-market principles, 

guided by the belief that "the common good is best served by the 

uninhibited pursuit of self-interest" (Soros, L 997: p.48). 

Nevertheless, as PoIanyi (1944) so rnasterhrlly argued, it was the 

self-regulating market, with its predisposition to annihilate "the 

human and natural substance of society" (p.3), which would be 

responsible for the breakdown (during the 1930s) of a global 

financia1 order based on laissez-faire capitalist principles. For 

Polanyi the idea of a self-regulated market was nothing more than a 

historical aberration, or a "stark utopia", and that this became 

apparent folIowing the Great Depression. In fact, the social 

ramifications would be so severe that the economy, as it had always 

been historically, was once again made to serve the interests of 

society, rather than those of the marketplace.32 This reaction, in 

torn, gave rise to what Polanyi defined as The Great Transformation. 

Following the end of the Second World War, consensus among 

Western democracies was rooted in the need to achieve economic 

31~oIIowing the economic crises of South East Asia (1997) and Russia (1998), the Inkmationd 
Monetary Fimd has in fict recognized the need to establish an "mtemational financial 
architectmen to heIp prevent future aises (Mer,  1998). Nevertheless, as Sachs (1998) points 
out, there stil l remains a great deal of apprehension among Ieading capitakt states 
(espedaIly the US) of providing the large amortnt of finan& backing that an appropriate 
"Irtferrtational financiaL architecturet wodd re* 
=As Poknyi suggestc "never before o m  time were markets more than accessories of economic 
Life As a d e ,  the economic system was absorbed in the social system, and whatever principle 
of behavim predominakd m the economy, the presence of fie markemarketpa€tem was found to be 
compafible with itAeg&tion and d e t s ,  in &ktp grew up together- The self-regulating 
market was unknown; indeed the emergence of the idea of self-qdation was a compIefe 
r e v 4  of the kend of development" ( I W  p.68)- 



growth and foU employment, and to create a stable worId economic 

order (Gilpin, 1987: p. 13 1). The Bretton Woods Conference (1944)33 

provided the opportunity to do just that, by alIowing governments a 

degree of autonomy to pursue social and economic objectives, within 

a fixed exchange monetary system which theoretically would 

promote cooperation among advanced industrialized states: "[tlhis 

so-called 'compromise of embedded Liberalism' was an attempt to 

enable governments to pursue Keynesian growth stimulation policies 

at home without disrupting international monetary stabilityt' (Gilpin, 

1987: p.132); in other words, this settlement marked the beginning 

of the 'Keynesian historical blocr. As HeIIeiner has suggested, 

aIthough the Bretton Woods negotiations were characterized by 

differences among the two key negotiators (British and American 

representatives John Maynard Keynes and Harry Dexter White), "on 

the question of international movements of private capital, both 

strongly supported the use of capital controls" (1994a: p.33). In fact, 

they both felt that capital controls could remedy the practice of 

specuIative movements of funds, which had caused much havoc 

dnring the 1930s. Moreover, given the fact that one of Bretton 

Woods' gods was to facilitate international trade, priority was placed 

on a stable exchange rate system. Keynes and White had feIt that 

%he arrangement that was agreed to at this conference was predicated on a monetary order of 
fixed exchange rates, currenq converti6ility for current account transctiom, and a possibility 
for changes to a states's exchange rate, onIy with mtematiod consent and under conditions of a 
'frmdamental disecpiIi.brium". The most striking characteristic, however, of this monetary 
order was its reliance on the United States " m e  American economy became the principal 
engine of worId economic growth; American monetary policy became world monetary policy and 
the outnow of doIlars provided the Iiqyidity that g r e d  the wh& of commercew (GiItpih 
I9m ~333)- Moreover, "[ulnder the system of Exed exchange rates-the adiievement of 
macroeconomic policy cooxihatian had been a rather simpIe matter- The Urrited States 
& W e d  the goId parity of the d o k  at !§35 per ounce and other colmhies committed 
t h d v s  to peg their own amades to the do- (GiIpm, f98Z ~149). 



one of the lessons learned from the liberal international financial 

order of the interwar years had been that such a system was not 

cornpatibie with a stable exchange rate system, and that an unstable 

exchange rate system would eventually both dampen international 

trade and limit the scope of activities of the new interventionist state 

(HeIleiner. 1994a: pp.33-8). Ultimately, while these assumptions 

challenged orthodox liberal thinking they paved the way for the 

entrenchment of a new orthodoxy based on Keynesian principles. 

The post-World War II era was thus characterized by a liberal 

trading order and a system of stable exchange rates. Financial 

liberalism would be sacrificed in order to achieve these objectives. 

However, even as early as the late 1940s, difficulties associated with 

cooperative behaviour among the leading capitalist states weakened 

the resolve that stood at the heart of Bretton Woods.34 The creation 

of the Euromarket35 by the 1960s, fuaher highlighted the 

competitive dynamic inherent in unilateral financial deregulation 

and liberalization. Helleiner (I994b), however, has suggested that 

the maintenance of a closed (i.e., non-liberal) international financial 

order is plagued by collective action problems. Once the British 

Iiberalized their financial markets. they single-handedly undermined 

the coIIective action (i-e., cooperative behaviour) that was required of 

 or a d e a  discusion on the politid diEfidties associated with the Bretton Woods 
regime see HelIeiner, 199k ch.3. 
%"The Euromarket has often been described as a 'statelessr h c i a l  market created by market 
opemtors outside the control of any national government'' (Hekina, 1 9 9 4 ~  p.82). The 
EuromarIcet was based in London, and received support from bo& &e British and American 
govemmenk. The former provided not ody the Iocation but also a deregdated environment, 
while the Iatter mactiveIy encouragw American banks and corporations to move their 
opti011~ to the offshore London market" (HdeIner, l 9 9 k  p.82)- American enterprises 
wodd thus be &Ie to d I i s h  their dominant gIobd position by escaping American 
fZnmcial regahtions- 



states within the Bretton Woods arrangement. To this extent, the 

British markets were thus abIe to 'free-ride' the international 

regulatory regime of capital controls. This competitive dereguIatory 

dynamic would be further enhanced by the American government's 

decision to remove various capital controls in 1974, resuIting in the 

N 1  Liberalization of New York's financial markets (HelIeiner, I994b: 

p.301). The British, in turn, would reply with the removaI of their 

capital controls in 1979, soon to be followed by a series of 

deregu1ator-y measures throughout the advanced industrialized 

world, "By 1988, all members of the European Community had 

agreed to remove their postwar capital controIs within two-to-four 

years and the Scandinavian countries quickIy announced similar 

commitments in 1989-90" (Helleiner, L994b: p.302). Although these 

decisions were prompted by pIans to fnrther integrate European 

markets (specifically the financial markets) under the Economic and 

Monetary Union (EMU), it can be argued that it was the logic of 

'competitive deregulation' which had in the First instance dictated the 

move to rnuItiIateraI financial liberalization in Europe (Helleiner, 

1994b: p.302). 

Another 'actor-centered' mode136 which proposes explanations 

for the development of globalization, suggests that during the 1970s 

and 1980s the views of neoliberal advocates received increasing 

public approval Ieading to an eventual shift towards policies 

supportive of financial liberalization. Goodman and PauIy (1993) 

3 6 ~ s  mentioned previody, these models stress the role played by socia1 acton (be they states, 
mWecttds, the media, e t c )  m advancing the process of global finandal and economic 
integration, Other models, instead, focrrs upon 'struchmxenterd expIanati01ls (such as the 
development of new technologies) for the rise of gIobdkatioh 



suggest that aIthongh the growth of international fmancid markets 

and the gIobaIization of production enabled businesses to adopt 

strategies of 'exit' and 'evasion'.37 costs were still associated with 

these strategies. As a resuIt, muItinational corporations and financial 

institutions mobilized against capital controls, by making it clear to 

their respective home-based governments that if controls were not 

removed they, nevertheless, couId stiI1 utilize such strategies. 

Similarly, Frieden (1991) has argued that since "increased financial 

integration implies an across-the-board, lasting increase in the social 

and political power of capital" (p.434), one can expect capitalists, 

specifically "owners of Liquid financia1 assets", to press for the 

domestic liberalization of financial markets. Foremost among these 

actors are the internationally diversified multinational corporations 

and investors, who have a relative advantage over the mobility of 

their assets. Aside from labour, "the principal losers have been 

nationaIIy based industrial f m s "  (Frieden, 199 1: p .440). This 

dynamic heIps to explain why the process of globalization has 

promoted sectoraI alliances (for instance, among owners and workers 

of a particular sector of the 'old' economy), which cross-cut 

traditional class aIIiances - 
The decline in the reIative power of nationally based industrial 

firms that is associated with the deveIopment of post- 

industrialization, can also help us in examining the demise of the 

- 

37~oodman and Pady nrmmadze this process as foIdowe "[mIdtinatid structures enabIed 
firms to M e  capital control by changing harider prices or the thing of payments to or from 
foreign subsidies The deepening of fhmcid mark& meant that firms codd use subsidiaries to 
rakeor lend hmds onfozeignm&ek Ifcontn,kinacoun€rybecame too metous, MNEs 
[ m d ~ t i o ~  enterprises1 could also attempt to escape them aItoge€.her by transferring 
a e t i e s  abroad, that is, by acemising the exif optionw (1993: p.58; emphasis mine). 



'Keynesian historical bloc'. HeIIeiner (1994a: pp.43-4) has shown 

that the industrialist class of the post-World War II period were in 

favour of a restrictive financial order, but as their influence waned 

and that of the fmancial sector increased, the pressure to liberalize 

intensified. Moreover, this intensification was fuelled by new 

nonnative frameworks developed by neoliberal thinkers like 

Friedrich Hayek and Milton Friedman. In 1947 they formed the 

Mont Pelegrin Society with the support and participation of a long 

list of prominent figures. Since then, Hayek and Friedman have 

worked to disseminate their neoliberal vision, which was highly 

critical of Keynesian orthodoxy.3s Sinclair (1994) simiiarly looks at 

nun-state actors which wield significant power in shaping public 

opinion relating to what constitutes acceptable economic policy. 

Specifically, Sinclair focuses on the effect that credit rating agencies 

have in "coordinating capital aIIocation behavionr by structuring 

information and subsequent decisions in particular ways" (p.447). 

As such, these agencies are viewed as private maken of global public 

policy. Moreover, Sinclair notes that the criteria that agencies utilize 

in assessing debt are openly biased towards neoliberal orthodox 

thinking, and that as a result one can expect governments that are 

issuing debt to be aware of what kinds of policies will receive a 

favourabIe review from these agencies.39 

'Structure-centered' expIanatory models, on the other hand, 

emphasize the roIe that both technologicaI and market forces play in 

 or an interesting discussion on the xe-erneqence of the neolberd school, see HeIIher 
(1994~ pp.657). 
3 9 ~  hvonrabIe review r e d &  in a higher credit ratins which bandates into Iower interest 
payments on the debt that is being hued- 



the integration of the global economy. This approach is best 

exernpwed by Wriston's assumption that: "[tloday we are 

witnessing a galloping new system of international finance. Our new 

international financial regime differs radically from its precursors in 

that it was not buiIt by poLiticians, economists, central bankers or 

finance ministers, ... It was built by technology" (1988: p.71). 

Although this hypothesis is extreme in its rejection of the role played 

by social and economic actors, most other 'structure-centered' 

explanatory models do seem to acknowledge, in the least, the role 

that the state played in 'legislating its authority away'. Strange 

(1996) has argued that as a result of the changes to the global 

productive structures, states are now having to share their authority 

with institutions which operate in the global market, most notably 

transnationa1 corporations, Strange suggests that the source of 

change to productive structures (i.e., technoIogical advancements) are 

"a prime cause of the shift in the state-market balance of power" 

(p.7). SimiIarly, as technoIogical change has spurred the shift horn 

the industrial to a knowIedge-based workforce, it has undermined 

the base of state power, specificaIIy for those states which are 

characterized by corporatist structures. Given the difficulty 

associated with fixing a standard price for the labour of this 'new' 

workforce, the tripartite negotiations between business, Iabotu and 

government have become obsolete, thus simuftaneously undermining 

the social and economic cohesive forces that corporatist 

arrangements had fostered during the industrial era (Strange, 1996: 

pp.51-2). 



In keeping with this structural framework, Andrews (1994) 

has suggested that given the fact that "the degree of international 

capital mobility systematically constrains state behaviour by 

rewarding some actions and punishing others" (p. 197), capita1 

mobility needs to be viewed as a smctural feature of today's global 

politicaI order. One of the concIusions that Andrews arrives at is 

that, not surprisingly, increased capital mobiIity has restrained the 

state's ability to formulate monetary policy. Cemyt s ( 1994) analysis, 

on the other hand, is critical of Andrewst assertion that capital 

mobility is a significant explanatory variable; Cerny suggests that "[ilt 

is the way that financial flows are structured, not just those flows 

per se, that gives global financial markets their autonomy and their 

capacity to impose 'embedded financial orthodoxy' on governments 

and societies" (1994: p.326). Faced with this structural reality, states 

are progressively becoming unqualified market regulators. In fact, 

Cerny argues that many of the public goods which the state was 

entrusted to provide during what he cd Is  the "Second Industrial 

Revolution" (that is, the capitalist phase of development which 

coincides witb the 'Keynesian historical bloct),40 have presently either 

become transnational in structure, hence out of the regulatory reach 

of states, or have simply become private goods (1994: p.328). 

Furthermore, the i~ovation of financial markets, exemplified by the 

growth in the derivatives market, is only one example of the 

40~mong the public goods which Cemy dexribes as faILing into this category are "national- 
Ievd strategic industries and @tory and weiQe systems" (299% p.607'). For an extended 
discusion on both the nature of these pdEc goods, and the Second Ii-Ldtskiat RevoItxtionw see 
C ~ Y  (1995)- 



sophisticated tools which make the process of regulation alI the more 

diff icdt  in today's environment, 

Ultimately, the one common view that is shared by aU these 

expIanatory models is that a return to a system of capital controls, let 

aIone a regulatory regime, is not likely in the near future. The logic 

of 'competitive deregulation' done wouId make a state's decision to 

erect capital controIs very costly. As Cerny suggests, "most [recent] 

international - intergovernmental - cooperation has been in the form 

of crisis management" (1994: p.337). For the moment, however, it 

will sSce to conclude by suggesting that globalization has, in fact, 

further iimited the staters ability to function autonomousIy of the 

market's influence. Again, this will become more apparent when the 

discussion turns to Sweden's particular experience with the forces of 

gIobalization. Before doing so, however, it is necessary to discuss the 

origins and development of the Swedish 'social democratic 

corporatist' system. 



CHAPTER FOUR 

THE DEVELOPMENT OF SWEDISH 'SOCIAL DEMOCRATIC 

CORPORATISM': A NEW 'HISTORICAL BLOC' 

Throughout the post-World War LI period, observers marveled at 

Sweden's ability to maintain strong economic growth as well as an 

extensive universally-applied social welfare system. In time, this 

particular form of capitalism, highlighted by an insdtutionalized 

process of 'consensus-building' among the leading industria1 

interests, came to be defined as the 'Swedish moder.41 By the 1990s, 

however, many observers began to question the resiliency of this 

model. Sweden's economy pIunged into a state of crisis matched 

previously onIy by the Depression of the 1930s (Freeman er al., 

1995). As a result, some observers argued that this economic 

downmm, marked by ~characteristicdy high levels of 

41The te, 'model' is often appIied to studies dating to the Swedish system WOW, 2987; 
AhIen, 1989; Remfors, 1991; %insbury, 1991; Pet-, f991; Lane, 1991,1995; and Wilks, 
1996)- As Petersson suggests, "[tlhe Swedish soda l  system in gend ,  and the Swedish Weifare 
State m partic&r, have often been termed 'the Swedish mod&. This term implies that 
compared with other countries, Sweden is chaacfexhed by certain cpdities or by a parti& 
form of government? (I991: p.l73). The term 'model' shdd,  therefore, not be conskued to imp1y 
that Sweden's democratic corpotafisf system is the ided type, but rather that it is a 
"SimpIified description of a +emn as defked m Tire Concise O w  D i ~ ~  (l990). 



nnempIoyment, meant a 'breakdown' of the Swedish economic 

model (Freeman et aL, 1995; Pierson, 1996; Schwartz, 1994). Others, 

referring to the institutional framework, spoke of the decline of 

Swedish corporatism (Lewin, 1994; Kcheletti, 1991; Petersson, 

1991), while some even suggested the possibility that the Swedish 

model had reached a 'dead end' (Lane, 1995; GouId, 1993). 

This chapter wi1I develop the argument that the unraveling of 

the Swedish modeI has begun, and that although attitudes among the 

Swedish electorate towards the weIfare state (one of the central 

pieces of the Swedish model) are still quite positive (Svallfors, 1995), 

both endogenous and exogenous forces have contributed to its 

gradual transformation. It wilI be argued that, domestically, the 

radicalization of the labour movement during the 1970s coincided 

with an exhausted Swedish economy, which could no Longer provide 

the growth necessary to sustain the advancement of the social 

democratic gods set by the Swedish labour movement. This trend 

was matched externally by an intensified level of competitiveness in 

the globd economy; the growth in the internationalization of capital 

flows placed Limits on governments' autonomy, and thus their abiIity 

to pursue policies independentIy of the infIuence of global markets. 

This development has proven to be costIy especially to those 

movernments which have sought to actively minimize the impact of b 

market exigencies on their popdations; in other words, governments 

which have traditionally emanated from the Left. These factors, 

combined with the severe transformations associated with 

postindustrialization, have placed the Swedish mode1 under 

considerable strain- 



The implications for Sweden's social democrats were and still 

remain severe: the erosion of the means (high productivity and full 

employment) to maintain social democratic gods coincided with a 

transformation from a clearly defined dynamic of political conflict, 

based on the class cleavage traditionally associated with 

indusuialization, to a new dynamic representative of the shift to the 

postindustrial order. In Sweden this new dynamic found expression 

dong two separate fronts: on the one hand, the graduaI declining 

significance of class politicsJz coincided with increased divisions 

among pubkc and private sector employees (Esping-Andersen, 199 1, 

1990; Kitschelt, 1994; Schwartz, 1994). This development not only 

undermined the traditionally concerted strategies of labour but also, 

paradoxically, limited and diminished the scope of the welfare state 

(Swenson, 1991). On the other hand, a shift to a postindustrialized 

economy has given rise to a new set of vdues among the Swedish 

public which correspond to those outlined in the 'new politics' 

Literature. As we have seen, the transition to a postindustrid society 

is often characterized by the deveIopment of a vaIne-based conflict 

structure, rather than the more traditional class-based cIeavage 

associated with industrialization (Inglehaa, 1984, 1997; Muller- 

RommeI, 1989, 1990; Poguntke, 1989; Micheletti, 1991). The 'new 

politics' school, in torn argues that this transformation has given rise 

to "quaIity of life, postmaterialist, or Iibertarian demands for 

*or a thorough diffossion on the relatiamhip between dass and voting and, more importantIy, 
on ifs dedining significance m Sweden, see Oskarson, 1994, and Nieffwbeertzt, -6. See aIso 
Dalton ef aLr l984a; 1984b; hgI- D8Q: p30; 2997: pW; and Lane and Erssm, I497, for a 
more general discasion of recent tiends in dass voting hr advanced mdrrshial states- 



individual autonomy and collective participatory governance beyond 

the institutions of market and state" (KitscheIt, 1994: p.4). 

Given the fact that the Swedish model is inexorably tied to the 

political party that presided over both its foundation and expansion 

(Sainsbury, L991), any discussion of the challenges that presently 

threaten its survival must, therefore, incorporate a discussion of the 

chalIenges which confront the Swedish Social Democratic Party (SAP). 

To this end, this chapter will posit that the most significant chalIenge 

for the SAP has been the rift within the labour movement, notably 

the division between the industry dominated private sector and the 

service dominated public sector unions. The origins of this rift can 

be traced to Sweden's particular path to postindustrialization, 

characterized by the vast expansion of the public sector, and 

therefore the welfare state following the 1960s,J3 It will be argued 

that the growth of the public sector u1timateIy pIaced an enormous 

strain on both economic growth and the process of centraIized 

coIlective bargaining.44 In the f i s t  instance, the public sector's 

insulation from market forces meant that Sweden's competitiveness 

was undermined. Secondly, the rise of public sector unions and their 

paaicuIar sets of interests, worked to weaken labour's solidarity. 

These developments, along with radicaI calls for indnsmd 

%weden's expansion of the wellare state, m factr was the largest m the mdushiaIized wodd, 
as is indicated by the growth m the public sector from the 1960s to the l990s. The share of total 
pubIic outlays as a proportion of GDP jumped from 29 per cent to 70 per cent dming this period, 
compared to the OECD averages of 28 per cent and 42 per cent, for the same period (Laner I995 
.58l)* 

&e d i f f i c e s  between the and pubIic sector unions s t e m  from their diametddy 
opposed views on public spending- Workers in the tradabIes sector tend to oppose wage 
maeases in the public secbr "because higher deficits and inflation wilI put upward pressnres 
on interest rates and the reaL exchange rate, decreasing the competitiveness of natiod 
products in International madcetsm (Ganett and b g e ,  1995 p.638). 



democracy in the 1970s, have not only led to the demise of the 

Swedish corporatist arrangement, which was a central component of 

the Swedish model, but have also precipitated a "crisis of authority" 

which has undermined Sweden's 'social demcratic corporatist' 

historical bIoc. As a result of the divisions among the SAP'S 

traditional constituency (labour), and the associated with 

the mobilization and organization of service workers (specifically 

those in the private sector),45 the rematerialization of corporatist 

structures seems unlikely in Sweden. 

Before analyzing in detail the circumstances which Ied to the 

unravelling of Sweden's social democratic corporatist model, a 

thorough d e f ~ t i o n  of what constitutes the Swedish model is 

required. This will be followed by a discussion of the challenges that 

faced Sweden during the 1970s. It is important to note that this 

analysis will be linked to the deveIopment of a postindustria1 society 

and economy, and the siwcance this transformation has had on the 

component parts of Swedish society. This chapter will conclude by 

suggesting that Sweden's path to postindustrialization, though 

consistent with social democratic ideals, has undermined the high 

Ievel of productivity and hence economic growth that enabled 

Sweden to create its particular brand of social democratic 

corporatism. 

=FZ- Piven conciseLy summarizes h e  diffidties as foIIows: "the charadaistic work 
settings of much 'postindustrid' empIoyment are d and cikpersed, work xheddes are mote 
irreguIat, and work mutines themsdves do not M d  the so6da5ties that were fostered by 
assembly-line productionn (B9L p.8). 



THE SWEDISH MODEL 

According to Jan-Erik Lane, "[tlhe Swedish model is best understood 

as a mode of regulation. It comprises a set of concepts and ideas 

about what good government is and how to structure the public 

sector connecting the public and private spheres of the population" 

( 9 9  p )  At the centre of this moders concept of good 

government is a process of compromise and consensus-building 

between the interests of business and labour. Traditionally, these 

interests have been formulated through peak organizations whose 

function it is to participate in the state's decision-making process in 

order to articulate their respective policy preferences. This 

particular form of interest representation falls within the corporatist 

mould. According to Hoefer, "the corporatist model suggests that the 

only groups of consequence for policy-making are those which are 

the peak organizations (organizations of organizations) deeply 

invoIved in the governmental system" (1994: p. 172). 

MicheIettirs conceptnaIization of Swedish corporatism, however, 

is more useN for our purpose, for it emphasizes the notion of 

'encompassing' interest organizations, and their ability "to assume 

public responsibility for their actions" (1 99 1 : p. I 14). This argument 

is significant because, whiIe drawing heavily from a 'public-choice' 

analysis of organizationaI behavioor, it seeks to expIain why rational 

actors (in this case interest organizations) opt for policy outcomes 

which are conducive to 'social integration', rather than sets of more 

narrowly defined interests. As Lewin (1994) suggests, public-choice 

theory Ieads one to concIude that encompassing organizations foster 



'social peace' since they are left with IittIe incentive to free ride,46 

given that "they constitute such a large part of society that they do 

not judge it possible to roll over their costs to others" (p.62). It is as 

a result of Sweden's large encompassing organizations that a politics 

of compromise has become the norm in the process of policy 

formulation, which leads observers to define Sweden as one of the 

most corporative societies in the world (Lewin, 1994; Hoefer, 1994). 

In Sweden, the interests of business have historically been 

represented by the Swedish Employers' Confederation (SAF) (Lewin, 

1994), while those of labour have been expressed by the Iabour 

movement, comprised of the Social Democratic Party (SAP) and the 

Swedish Trade Union Confederation (LO) (Lane, 199 1; Castles, 1978). 

Significantly, the status of these organizations has remained 

relatively unchallenged for most of this century. The only other 

major interest organization in Sweden is the Federation of Swedish 

Farmers (LRF). Given these clearly defined areas of interest 

articulation (i.e., farming, labour, and business), and given the fact 

that Sweden is an ethnically, religiously, and LingaisticaIIy 

homogeneous society, it shouId come as no surprise that the only 

significant c o a c t  structures to emerge from the industrid 

revolution in Sweden were the rnraIlurban and class cleavages. 

What is surprising, however, is the fact that even though the Swedish 

Iabour movement Iacked significant elements of radicaIism that are 

nsuaIIy associated with continental European Iabour movements 

%liher (1989) defines 'free riding' as: "dedving benefits horn the regulated ~ c t i o n s  on 
what others are allocated but then viokhg those res€rktions t h d v e s n  (p.26). He adds: 
"A main tenet of public-choice theory is that reguIation~ based on free cooperative behaviouc 
are inherenti.. &1e since actors come to Ieam that heir Interest is best served by 'k 
ri&g'w (p.26). 



(Lewin, 1994), Swedish politics have been dominated by a cIass 

conflict dimension (Therborn, I99 1 ; Nieuwbeerta, 1996; Oskarson, 

1994). 

As is traditionally the case in advanced industrial democracies, 

conflict between business and labour takes place within both the 

political and the economic spheres. Politically, Swedish labour has 

rallied around the Social Democratic Party (SAP), while business has 

traditionally gravitated towards the bourgeois parties.47 The latter 

have historically been fragmented, and since 1932 have only formed 

the government as bourgeois coalitions from I976 to 1982, and from 

1991 to 1994. The SAP, on the other hand, has been in power since 

I932 (with the exception of these few years of interlude) either as a 

majority government or, as was oftm the case, with the support of 

other political parties. As Sainsbury (1991) has suggested, the SAP'S 

elector& success is the result of many factors. In the first place, the 

organizational strength of the labour movement coupled with the 

F m  ties between the party and trade unions, has had the effect of 

securing a high IeveI of party identifiication among the working class 

with the SAP. 

The labour movement's organizational strength, in turn, is the 

resuIt primarily of two institutional arrangements. The Fist was the 

adoption, in the I930s, of the Ghent administrative system of 

nnempIo yment insurance (Lewin, 1994: pp.67-8).48 This system 

flowed trade unions the right to control the distribution of 

4~  wede en, the phrase 'bourgeois parties' is comrnody d when making rekrence to the non- 
souarist parties. 

notes that cotmkies where the Ghent system is used, the degree to which workers 
are u~~onized is comparativdy high" ('199k p.68)- 



unemployment insurance funds, which gave workers an added 

incentive to join a union, since not only did the decision-making 

authority over who would receive support rest with union officiaIs, 

but aIso because benefits were avdable only to union members 

(Lewin, 1994; Garrett, 1993). Following the implementation of this 

policy, Sweden's level of unionization increased dramaticaIly,*g 

cementing relations between the SAP and LO. The second factor was 

the adoption of the principle of collective affiliation as a means to 

obtain party membership. Members of trade unions that were 

affiliated with the SAP, automatically became members of the party, 

hence boosting the party's finances (Sainsbury, 1991)- It should be 

noted that collective affiliation was officiaI1y abolished in 1990, 

following pressures not only from the bourgeois parties, but also the 

LO. 

Another factor that explains the SAP'S ability to become 

entrenched in Sweden's state-power structure was its "reformist 

programme in which a fulI employment policy and socid reforms 

aimed at the entire population have been central" (Sainsbury, L991: 

p.32). To this end, Svensson (1994) argues that the SAP. in fact, 

purposeIy sought the support of both the working cIass (via 

measures that enhanced the strength of the trade unions) and the 

rising new middle-class. These measures, he argues, were consistent 

with earlier Social Democratic multi-class strategies: "[i]n agrarian 

Sweden it soon became evident for the Social Democrats that it was 

@Data suggest that untm manbaship mueased from 36 per cent in l93U to 62 per cent in 194) 
(Gaxreff, 1993: ~ 5 3 5 ) .  ll& trend has continued up to the early 198Us, with membership Levels 
rea-g approximately 90 per cent among industrid workers and 80 per cent among service 
workers (Stins-, 1991: p.32). 



not enough to depend on the working class" (1994: p.309). This 

multi-cIass strategy culminated with the alliance of the Agrarian 

Party and the SAP in 1932, which allowed them to adopt 

interventionist full-employment policies in exchange for a policy of 

agricultural price supports. Rothstein (1992) suggests that this 

alliance was facilitated by the propensity among both labour and 

farmer groups to support policies that enhanced the organizing 

efforts of their respective interest organizations. As such, the SAP 

and the Agrarian Party "were joined above d in their view of the 

relation of interest organizations to the state, for they regarded the 

former not as obstacles, but as instruments for solving the economic 

crisis" (1992: p.188). This crisis associated with the Depression, 

therefore, provided the SAP with the opportunity to forge the 

redgreen alliance, which would not only formally institutionalize the 

corporatist arrangement, but would also foster social integration 

through the creation of encompassing organizations. It is precisely 

this redlgreen aIIiance which marks the beginning of the Swedish 

labour movement's 'hegemony', although it would not be until the 

compromise agreement of 1938 between business and labour at 

SaItsjobaden, that the development of the 'social democratic 

corporatist' historical bIoc was to h l I y  materialize. 

Weir and Skocpors (1 985) comparative analysis of the 

influence of both state structures and policy legacies on 

governments' responses to the Depression, attempts to explain, 

among other things, why the Swedish Social Democratic government 

embarked upon a Keynesian macroeconomic strategy during this 

period. Weir and SkocpoI's findings point to Sweden's Iong tradition 



of inclusiveness which, they suggest, has become embedded in the 

state structures, "Indeed, much of the answer to why the Swedish 

SociaI Democrats launched a deficit-financed recovery strategy in 

1932-34 lies in the history of the Swedish state from preindustrial 

times and its long-established mechanisms for bringing experts, 

bureaucrats, and political representatives together for sustained 

planning of public policies" (1985: p.129). 

This argument is supported by Knudsen and Rothstein (1994). 

They have argued that it was Sweden's state-building process that 

provided the foundation upon which a state-oriented labour 

movement couId be established. As such, the traditional view that 

links Sweden's universal welfare state to a strong labour movement 

provides only part of the picture; in order to fully understand why 

political actors chose to behave within certain parameters it is, 

therefore, imporant to Iook at Sweden's state-building process. This 

process was marked by a long tradition of inclusionary monarchicd 

rule, in which the peasant cIass was incorporated into the state's 

decision-making process. This tradition stimuIated the rise of an 

antiliberal, corporatist phiIosophy which was incorporated into 

modem Swedish state structures. Thus, "lilt seemed much more 

natural in Sweden to embark on a 'statist' path. The development of 

the Swedish state and society became a corporate project" (Knudsen 

and Rothstein, 1994: p.213). It shodd therefore come as no surprise 

that the Swedish labour movement would opt to pursue its interests 

within the corporatist framework, as the farmers had done in earLier 

times. It is within this framework that both the rise of the labour 



movement and the future co-operation among labour and farmer 

groups must be understood. 

SimilarIy, Therborn (1989) stresses the significance that the 

"interaction between the forces of capitalist development and social 

structures inherited from the past" (p.196) had on the development 

of public p o k y  in Sweden. Moreover, his anaIysis emphasizes the 

role that 'popular movements' had in this process. While the reasons 

for the sudden rise of these movements throughout the L880s and 

1890s are not clear, it is apparent that such movements were 

instrumental in laying down the organizational networks for social 

mobilization which would Iater be utilized by the labour movement. 

Moreover, as Therborn points out, "Social Democracy became the 

main carrier of the popular movement tradition, but the political 

success of the former depended upon its using the resources of the 

Iatter in key policy choices" (1989: p.201). 

Thus, both cultural and structural determinants pIaced Swedish 

Iabour in a strategic position conducive to the furthering of its own 

interests, but ody insofar as it chose to abide by the mIes of the 

'corporatist game'. Labour's awareness of this reality is evidenced in 

the 1940s by its realization of the need to win the support of the 

growing ranks of the middle-cIass. This led to a shift in the provision 

of services away from means-testing and towards a universal 

system, which was soon foIiowed in the L950s by the introduction of 

the principIe of earnings-related benefits (Svensson, 1994) .so This 

period marks the expansion of Sweden's universalistic weUare sfate- The provision of 
services without means-testing has stood at the heart of Sweden's web state- According to 
Petersson, "[tlhe tmiversdist princfpIe of sodaI weIfare poky has been seen as a method for 
achieving sodal integration, by reducing the importance of borndark between s o d a l  dwes. 



move cIearIy established the SAP'S intention to shed its image as a 

narrowIy defined workers' party, as welI as its aspiration to be 

viewed as an alI-encompassing people's party. The ability of the SAP 

to "transcend the corporate limits of the purely economic class" 

(Gramsci, 1971: p181), wouid not only m e r  Iabour's hegemony by 

attracting societaI consent, but would also Iay the foundations for the 

future consofidation of the 'social democratic corporatist' historical 

bIoc, which wouId provide cohesion between the productive forces, 

civil society, and political institutions. 

In terms of the economic dimension of social conflict, the 

labour market (as is the case in all capitalist societies) has 

traditionally been the ground upon which business and labour have 

contended. Until the mid- 1930s, industrial relalions in Sweden had 

been dominated by frequent strikes involving Iarge segments of the 

Labour force (Lewin, 1994). This period of Iabour instability came to 

an end in 1938 with the historic signing of the Basic Agreement at 

Saltsjiibaden between representatives of the Swedish Employers' 

Confederation (S AF) and the Swedish Trade Union Confederation 

(LO). This agreement between business and Iabour sought to put an 

end to the widespread Ievel of instability by pre-empting 

governmental interference in industrial refations. Ironically, as 

Lewin points out, "the resdt was to draw the organizations into the 

political process and to give them responsibiIity for a vital area of 

pnbIic affairs. The intention may have been 'pluraIistr. The effect 

If everyone is induded by sharing both costs and benefits, the I e g i h a ~  and popuIar nrpport of 
the system are strengthened" (I991: ~177'). 



was to expand the roIe played by organizations in public poLicy to 

such an extent that it deserves the name 'corporatism'" (1994: p.71). 

The agreement sought to set out d e s  governing the process of 

collective bargaining, and to promote co-operation among the SAF 

and LO. In time, as both the process of centralized coIIective 

bargaining was strengthened, and as LO'S ranks grew (thus 

transforming the trade union into an encompassing interest 

organization), the strategy of labour shifted from one of emphasizing 

the narrowly defined interests of the membership, to one of 

articuIating the interests of society at large. Ultimately, this highly 

centralized process of negotiations fostered an environment 

conducive to relatively low wage increases in exchange for a rapidiy 

expanding Swedish economy and extremely high levels of 

employment (Milner, 1989: ch.3). 

These developments set the stage for the 'Rehn-Meidner' plan 

which provided the framework for much of the Swedish economic 

modeI,sl Rehn and Meidner had both been influenced by the 

'Stockhoh school' of economists, who anticipated Keynes by 

suggesting the need to stimulate consumption during recessions, a 

poIicy which in turn was adopted by the SAP government to fight the 

Depression of the 1930s. This school, however, diverged from 

Keynesian thinking primady in the way in which it sought to 

maintain high levels of productivity and full empIoyrnent, while 

keeping inflation under controI (Miher, 1989). Rehn and Meidner 

=This plan is aptly named after the two LO economists, Giista Rehn and Rudoff Meidner, who 
were respoasibIe for its conception. hitially pubwed m a LO docummt m 1951, it became the 
focaI point m Sweden's labour market p o w  and an integraI part of the Swedish modd 
(Miher, l989). 



fnUy understood the implications of inflationary pressures on levels 

of empIoyment; as the economy expanded, so would demands for 

wage increases which, in tnm, would inflate production costs. Higher 

costs meant higher prices, which would ultimateIy undermine 

Sweden's competitiveness, and subsequently Iead to cost-cutting 

measures (i.e., Iay-offs). It was as a result of this Iogic that non- 

inflationary growth became the centre-piece of the 'Rehn-Meidner' 

plan. 

The plan was to be enacted by means of controlling profit 

levels through taxation, since lower profits would discourage 

demands for wage increases. Furthermore, the plan envisioned wage 

solidarity as a means to not only diminish inequality, but also to 

make the Swedish economy more efficient, By forcing firms to pay 

relatively equal wages, the less efficient f m s  that relied on cheap 

labour were forced out of business. Through an active labour policy, 

the displaced workers were then retrained and relocated to growth 

industries. As such, the 'Rehn-Meidner' plan consisted of an active 

Iabour market p o k y ,  wage solidarity, centralized collective 

bargaining, and a restrictive demand policy (Miher, 1989: p.L25). In 

1955, the SAP officially adopted this plan. 

The pIan met with some opposition from business, but given 

the stress on non-inflationary growth and, more importantIy, given 

the reIativeIy Iow average labour costs (which resdted in 

unprecedented IeveIs of growth within the export-oriented 

mannfactnring sector), the interests of business were soon 



appeased.52 This growth allowed for the creation of jobs which 

immediately offset the job losses in the less efficient sectors of the 

economy. Business' acceptance of these measures can also be viewed 

as part of the historic compromise between business and labour, in 

which the former accepted the kinds of redistributive measures 

associated with the 'Rehn-Meidner' plan, in exchange for labour's 

restraint over the nationalization of business: "[tlhe two sides shared 

an interest in fostering efficient production, industrial innovation and 

a competitive export industryt' (Petersson, 199 1 : p. 175). 

To summarize, the Swedish model grew out of the corporatist 

arrangement which fostered the principles of compromise and 

consensus-building. This arrangement became institutionalized in 

the policy-making process, initially by allowing self-regulation 

between business and labour, and later by formally entrenching this 

structure of collective decision-making through the remiss process.53 

In the post-WWII period, this model grew to include the expansion 

of the welfare state which, in the words of Olsson, represented 

a bIend of (1) an active manpower policy keeping 
unemployment at an exceptionally low Ievel 
internationally, ...( 2) a comprehensive social security 
network closely related to active labour force participation, 

- - -- - 

% fict, the Swedish economy as a whoIe continued to expand with an average growth rate of 
more than 3 per cent per year during this period (Lanef 1995: p580). It should also be noted that 
Sweden has historidly been highly exposed to internationat competition (given Ule d 
d e  domestic market), and that as a d t  its economy has become dependent on the tradabIes 
sectoff 

process was characterized by an extensive system of legislative c o ~ o m f  whose 
hction it was to study policy &sues= "[dIuring this time they wodd set up reseafih 
programmes, establish experimentd pmjects and come up with p r o p d m  (Godd, 1993: p.158). 
Theit policy proposalsf m trrm. were made avaiIable for comment to organizations that were 
interesfed m the poIicy area Their comments were then reviewed, and wodd either be 
accepted or by the government of the day. This process, at tfmes, wodd take up to a 
period of ten years @&er, l994)- 



(3) a large public service production - more or less a monopoIy 
- in the spheres of heaIth, education, and personal social 
services. (4) significant public regulations and subsidies in such 
areas as agriculture and housing, and (5) a system of extensive 
resource extraction - i.e. taxation - to finance the public 
household (1993: p.26). 

The Swedish model came to be associated with the Social 

Democrats who were responsibIe for its implementation. They were 

able to sell their vision of a kinder and more socially integrated 

capitalist society through careful strategic planning. After gaining 

the support of the working class, the SAP managed to accommodate 

initially the interests of the farmer groups, and then the middIe- 

class. By the 1960s. however, the ground upon which the system 

had been built began to shift, The growth of the public sector, 

associated with postindustrialization, began to not only undermine 

some of the principles of productivity inherent in the Swedish rnodeI, 

but aIso began to weaken the bargaining strength of the industrial 

unions, nameIy the LO. This resulted in the f i s t  economic structural 

challenges to the corporatist arrangement. 

POSTINDUSTRrALrzA~N AND THE CHALLENGES TO THE SWEDISH 

MODEL 

Throughout Western Europe, the process of industrialization fostered 

the emergence of Iabour movements. As the suffrage was extended 

to all members of Western European societies, labour parties were 

created to promote the interests of this constituency. These 

deveIopments led Lipset and Rokkan (1967) to argue that a 'freezing' 

of party systems dong class cleavages resalted following the move to 



democratization. Furthermore, this theory suggested that the cIass 

conflict dimension had become firmly entrenched in Western 

European political discourse and institutions. However, just as the 

shift from agrarian to industrid society brought about a redefinition 

of political conflict, the transformation to the postindustrial order has 

undermined traditional industrial cleavages. 

Postindustrialization has come to defme the rise of service 

sector employment in the face of a gradual decline in the forms of 

employment traditionally associated with industrialization. De- 

industrialization, however, is just part of a larger process of social 

transformation which finds new occupationaI structures, and the 

identities cultivated by them, as one of the primary agents for the 

decIine of traditionaI cleavages. This shift to a new and less clearly 

stratified occupational structure coincided with the rise of a more 

educated work-force, that tended to favour Iibertarian values over 

traditional authoritarian viewpoints, and that rejected bureaucratic 

and hierarchically structured forms of governance (Kitschelt. 1994). 

Perhaps more significantIy, postindusuialization is associated with 

the rise of postmodern politics. Characterized by "hostility towards 

the modem state, ... incIuding its orthodox political parties and interest 

groups" (Kaase and Newton, 1995: p.291, postmodern politics rejects 

traditional ideologies whiIe promoting the increased fragmentation of 

attitrrdes, vdues, and beliefs. As Inglehart suggests, 

"[p]ostmodernization deemphasizes a11 kinds of authority, whether 

religious or secuIar, alIowing much wider range for individual 

autonomy in the pursnit of individud snbjective well-beingt' (1997: 

pp.74-5). This process of social decomposition thus renders 



traditiond models of cleavage structures inadequate, as 

postmodernity invites diversity and more complex sets of 

preferences. 

Given this broad understanding of postindustriaIization, it is 

important to stress the particular impact that this transformation has 

had on political parties that were dependent on the support of a 

particular socio-economic class. In the words of Piven: "the mass 

production industries were at the very core of the class politics 

generated by industrialism. and their contraction inevitably has a 

telling effect on labor-based political parties" (1991: p.7). The 

Swedish experience, of course, was somewhat different given the 

SAP'S early decision to shed its image as a pure labour party. 

Nevertheless, it is interesting to note that the Swedish left's (the SAP 

and the Communists) largest electoral success (1 940) coincided with 

the moment when the working classt share of the electorate was at 

its historicaI high (accounting for approximately 55 per cent of the 

eIectorate) (Therborn, 1991: p.105). It is also of importance to note 

that Sweden's historicaI peak in industriaIization came in 1965, when 

hIIy 42.8 per cent of the Iabour force was empioyed in industry 

(Therborn, 1991: p.102). The decline in industry's share of the work 

force, marked the beginning of the expansion of the senrice sector, 

which for Sweden came to signify the expansion of the public sector. 

Esping-Andersen's (199 1, 1990: ch.8) seminal work on 

postindustrial patterns of socia1 stratification, recognizes Sweden's 

trajectory to postindustrialization as stemming from the particular 

"institutional and political framework within which 

postindutriaIization occurs" (1991: p.148). As such, wMe there are 



common economic and societal transformations associated with 

postindusttialization (these were discussed above), the divergence in 

staters postindustrial trajectories is dependent upon the prevailing 

institutions. Esping-Andersen contends that the resultant patterns of 

stratification give rise to new cleavage structures, thus undermining 

the possibility of identical cleavage structures developing in all 

postindustrial societies. The significance of this hypothesis is that 

given Sweden's bias towards the expansion of the welfare state (a 

bias that was f i y  grounded in Sweden's institutional, political, and 

cultural framework), the growth in postindustrial employment was 

to take place in the public social service sector of the economy.s4 

The development of postindustrialization in Sweden provided 

the basis for the rift in the Swedish Iabour movement. The 

expansion of the welfare state and the subsequent growth of the 

numbers of workers empIoyed in the public sector, developed a set 

of interests among its constituency which differed significantly from 

those in the industrid dominated private sector unions. While the 

former had a vested interest in the preservation, if not expansion of 

the welfare state, the latter were concerned with the promotion of 

Sweden's competitiveness in the international market. This dynamic 

wodd not &ace fully until the first s i p s  of an economic crisis in 

Sweden began to appear in the 1980s. Nevertheless, it is important 

faa, pra&caILy all the growth m emplopent horn I965 onwards has taken place m the 
public sector, particdady at the I d  government level See Rosen (1995), e s p d y  F i p  Z 
This development comades with a skidking private sector: "[plrivate sector empIoyment 
c c m s t i w  80% of aIL empIopent m 1960 but amounted to only 56% in 1990" w e ,  I995: ~586). 
Moreover, the expansion of the weifare sfak has coinaded with the maeased participation of 
women m the Mom market= "vkhx&y the entire maease m Sweciish women's participation 
(75 percent) orrmred in weIEue state jobs (healthr education, and welGrre -ces)" (Espmg- 
Andemen, 1941: ppJ54-5). I& 1965, women made up 37per cent ofsweden's workforce By I987 
t h e  h had h ~ r e d  to 47 per c m t  -err 2989: ~~33-4). 



to establish a Link between the expansion of the Swedish welfare 

state and the transformation of the Swedish labour movement. 

Swenson's (1991) analysis of labour and the welfare state in 

Sweden, suggests that this link is centraI to our understanding of the 

subsequent divisions in the Swedish labour movement: 

latent conflicts grow with the expansion of the welfare state, 
for private sector unions have material cause to reduce the 
weU-staffed, well-organized, and well-paid senrice state. 
Public financing is the private sector's loss. Highly progressive 
taxes can break the link between nominal and red disposable 
pay increases, since pay raises can also bring tax rate increases 
(199 1: p.38 1). 

Thus. the expansion of the public sector not only began to raise 

concerns about the process of centralized collective bargaining, but 

also over the principle of wage solidarity- As such, the interests of 

labour would no longer be dl-encompassing, but rather would begin 

to reflect the preferences of its constituent parts. CIearIy, divisions 

among the labour movement had existed in the past,ss but in no way 

did they reflect the dramatic change in the rules of the game that the 

division among private and public sector unions would produce, 

The difficuIties that the growth of the public sector imposed on 

Swedish corporatism were highIighted in 1966, when the Central 

Organization of Salaried EmpIoyees (TCO), a labour organization 

representing the interests of white-colIar workers and professionals, 

was dowed to enter the centraIized process of couective bargaining, 

previousIy dominated by the SAF and LO (Miher, 1989: p.90).56 AS a 
- 

 o or a d-knssion highlighting the Swedish Iabom rnovemenfs histor id disMons see 
Swensmr 1991. 
561t shodd be noted that by Ulis time a third, though somewhat weaker, labour organization 
had risen to prominence, ie, the Swedish C d e d d i o n  of Rokssional as soda ti^ (SACO), 
which represented mossy university-kahed profdon&- 



resd t  of these developments complications arose in the process of 

centrazed wage-setting.57 Given the inherent difficulties in 

assessing the level of productivity within the public sector (see Lane, 

1995: p.586), the process of centralized wage-setting lost its 

effectiveness (particuIarIy following the first oil crisis of 1973) 

(Miher, 1989). The expansion of the public sector (characterized by 

its increased demands for wage parity with the private sector, and 

its insulation not only from the forces of international competition, 

but also from the more general mies that apply to the markets), 

began to undermine Sweden's productivity and hence 

competitiveness in the internationd market. By the L970s, according 

to Lewin (1994). Sweden's period of 'corporatist maturity' had come 

to an end: "[u]nions have gained and Lost their monopoly ... The simple 

opposition between two main parties - LO and SAF - has been 

transformed into an organizational structure of exceeding compiexity 

with the consequence that wage negotiations have become 

considerably more complicatedt* (1994: p.68). 

As postindustrial pressures on Sweden's interest organizations 

presented a new threat to both Swedish corporatism and, more 

generally, to the Swedish modeI, postindustrialization also invited a 

gradual redefition of Swedish poIitics through the rise of a new set 

of vdue structures among the Swedish people. Although this 

deveIopment was not particular to Sweden, it would pose a threat to 

Swedish Socia1 Democrats and the Swedish model. On the one hand, 

the rise in significance of a value-based cleavage wouId undermine, 

g~his process came to be called the EFO formda, the aaonym arising horn the names of the 
three chx*efeconornists horn LO, SAF, and TCO @&hert l989= ~ 9 4 ) -  The EFO formuIa sought to 
bring wages into line with Sweden's capability to d competifive on the wodd markets- 



to some degree, the class-cleavage which had predominated Swedish 

political 'conflictt throughout the twentieth century. This would force 

the SAP into adopting a strategy that could potentially alienate its 

traditional blue-collar support. On the other hand, the rise of a 

value-based cIeavage would pose a chaIIenge to both the 

bureaucratic and highly centralized welfare state structures, and the 

highly hierarchical structures of interest organizations representative 

of Sweden's corporatist arrangernent.58 Demands for what Kitschelt 

(1994) has defined as 'participatory-libertiuim' preferences have 

increased considerably among the Swedish public, since the end of 

the Second WorId War. These not only included calls for more direct 

forms of participation, but aIso emphasized postmaterid 

predispositions. 

Data indeed confi~tm that Sweden's post-war generations have 

experienced a gradual shift from materialist to posmateriaList values 

(Knntsen 1990a; 1990b). Knutsen has found that age and education 

are the most significant predictors for support of postmaterialist 

vdues in Sweden. The young and the more educated are more likely 

to display postmaterialist preferences, especially with reference to 

support for Iibertarian or participatory vaInes (Knntsen, 1990a: 

pp.90-91). What is of particdar interest is the finding that following 

age and education, sectord employment (i-e., whether one is 

S 8 ~ s  Lewin 0994) points out, not d y  had wage negotiations dming the corporatist "period of 
mafmiv taken pIace among delegations representing LO and SAF (later with the codtation 
of both TCO and SACO) consisting of ody Mree representatives on each side, but aiso during 
this period agreements were no Ionger put to a vote be- the union's membership (p.68-9). 
This shift towads more centraked and less demoaatic practices coinaded with the rise m 
demands among Westem Emopean publics (Sweden included) for less ~ ~ c a l  
o r g a n k i t i d  structuresp and for greater participation m the iwtitutionaked deckion- 
making process (Kibchdtr 1994; M d e r - R m d ,  1990p1989). 



empIoyed in the public or private sector) is the third strongest 

predictor of postmaterialist tendencies; "those who work in the 

public sector are more likeIy to support postmaterialist values 

th an... those in the private sector" (Knutsen, 1990a: p.100). 

Clearly, as the 'new politics' literature suggests, this gradual 

shift away from the traditionaI LeftlRight dimension of politics to a 

Libertarian/authoritarian dimension had began foIIowing the end of 

the Second World War. The rise of this dimension, however, would 

not become apparent until the student movements of the late 1960s, 

and the subsequent rise of left-Libertarian or 'new politics' political 

parties during the late 1970s (Vedung, 1989). These parties 

reflected the demands among growing segments of the population for 

a redefinition of both structures and modes of participation within 

the poIiticaI arena. 

In Sweden, postindustrialization thus provided the cataIyst that 

wouId undermine the social democratic project. However, it would 

not be until the late 1970s, following a g1oba.l economic crisis and 

growing demands for industrid democracy among Swedish labour, 

that the Swedish mode1 would be confronted with emerging 

exigencies for transformation. These exigencies would ultimately 

bring about a redefinition of the social democratic vision of a more 

equal and democratic society. A new vision wouId instead prioritize 

economic concerns over the lack of growth in the Swedish economy, 

concerns expressed mostIy by industries in the tradables sector. The 

continued growth of the welfare state combined with Sweden's 

declining international competitiveness wouId h n d y  make it d e a r  to 



labour that the strategy based on solidarity, which characterized the 

period of industriafization, was no longer tenable. 



CHAPTER FIVE 

THE DEMISE OF THE 'KEYNESIAN HISTORICAL BLOC': 

TBE SWEDISH EXPERIENCE, 1980-1995 

The 1970s signalled the beginning of a new era in the global 

economy, marked by an increased internationalization of trade and 

capital. The chaIIenges inherent in this highly competitive 

environment wonId have serious ramifications for open economies, 

like that of Sweden, which were already more vulnerable to global 

markets. The OPEC oil shock of 1973 provided an added measure of 

uncertainty, as advanced economies came to experience increased 

IeveIs of inflation and unempIoyment (so-called 'stagflation'), and the 

resultant weakening of Keynesian economic orthodoxy among 

politicd and economic elites. 

As a resdt of these s ~ c t t t r a l  changes, Sweden's economic 

strategy was to expand the pubIic sector whiIe simultaneously 

stxbsid.king industries (Stephens, 1996: p.43). During this period 

Sweden was forced to expand on its rate of borrowing, thus incurring 

highly unnsnaI budget deficits. In 1973 Sweden was running an 

o v e d  debt surplus of 6.8 per cent of GDP. By I982 the situation 



had changed drastically; Sweden had now incurred a foreign debt of 

21.8 per cent of GDP (Schwartz, 1994: p.533). While this strategy 

was he1ph.I in stemming the high IeveIs of unemployment which had 

afflicted almost dl other advanced economies, it made Sweden aU 

that much more dependent on foreign investors. Moreover, whiIe a 

series of currency devaluations during the early 1980s managed to 

keep the tradables sector competitive internationally, the global 

financial markets began to question the profitability of their 

investments in Sweden. 

By the mid-1980s, however, a neoliberal economic and political 

rationality would slowly begin to permeate all levels of Swedish 

society. The origins of this neoliberal rationality are to be found 

initially in the demands for greater economic performance in the 

newly developing global economy (Beeson and Firth, 1998). [n 

Sweden, this neoliberal rationality would culminate with exogenous 

demands to open the highly regulated Swedish financial markets 

(Ryner, 1998), to be followed by endogenous demands to apply the 

logic of economic efficiency to Sweden's administration of public 

services (Pierre, 1993; Montin and EIander, 1995), As Beeson and 

Firth (1998) suggest, the neoliberal rationality resuIts in the 

increasing pressure to make relationships based on 
bureaucratic norms or ideas of the common good meet the 
standards of efficient y...The image of the market thus becomes 
the idea1 to which schooling, education, heaIth services, w e k e  
and the agencies of the state which provide these services are 
encouraged to conform in order to ensure national economic 
swivaI (p.221). 

Paradoxicdy, the logic of efficiency would be simuItaneousIy sold to 

the Swedish public as a response to growing demands for greater 



accountability, decentralization, and responsiveness in the provision 

of social services. Thus, demands for welfare state reform 

corresponding to those associated with the 'new poIiticsl, were 

gradually met by concurrently moving towards market inspired 

notions of productivity and efficiency in the public sector. 

Furthermore, the gIobaL economy's neoliberd rationality, which 

finds at its centre calls for the deregulation and displacement of the 

self-regulated national economy (Beeson and Firth, L998), would not 

only resuIt in the division of the Swedish labour movement, but 

would also cause cross-class alliances which at the height of 

industrialization would have been considered impossible. It is to 

these considerations which we now turn our attention. 

DMSIONS IN LABOUR: RADICALIZATION, NEW ALLIANCES, 

AND REFORMS 

In the 1980s changes occnred to both the structure of Swedish 

corporatism and to the salience of traditional cleavages. These 

deveIoprnents would also be affected by a M e t  decrease in 

productivity that the Swedish economy experienced from the mid- 

1970s onwards. Sweden's productivity Ievel has decreased from 

1975 (when it stood at I00 per cent in relation to the average Ievel 

in the OECD countries) to 95 per cent, 92 per cent, and 85 per cent for 

the years 1980, 1985, and 1990, respectively (Lane, 1995: TabIe 7). 

According to Lane, "[sJince 1970 Sweden has had the Iowest increase 

in factory productivity among the advanced indnsaid 

economies ... The difficnIty is that investments have been made in 



sectors where factory productivity is Iower than in other countries 

with the consequence that return on investments has been weaker in 

Sweden" (1995: p.587). 

The decrease in productivity was exacerbated by the Swedish 

centraI bank decision, in 1985, to deregulate the financial markets. 

The deregulation was both the result of speculative pressures, and 

the central bank's decision to give up "trying to follow constantly 

expanding financial innovation with regulation" (Ryner, 1998: p. 108). 

The deregulation of Sweden's financial markets had an adverse effect 

on productivity. In the first place, the supply of cheap credit to 

industry, which had been provided throughout most of the post- 

World War I1 period, was no longer a possibility folIowing 

deregulation. Secondly, foIIowing 1985, Swedish business 

increasingly began to invest profits abroad, causing a drain in 

investment capital (Stephens, 1996: p.5 1). 

The deregulation of Swedish financial markets also worked to 

limit the government's ability to formuIate socio-economic policy 

independently of market influences. According to Stephens, the 

deregnIation "deprived the government of essentid elements of its 

snppIy side policy that in the past had been used to secure full 

empIoyment, price stability, growth, and redistributive aims. Active 

labour market policy became increasingly the sole remaining policy 

tool" (1996: p.49). Nevertheless, following labour's c d s  for 

industrial democracy during the 1970s and business' eventual 

decision to withdraw from the centralized bargaining process, even 

the latter policy tool began to Iose its effectiveness. 



The 1970s marked a high point in the Swedish labour 

movement's offensive to gain greater equality and democracy for its 

indusmd class. Swedish Iabour felt the time had come to push for 

IegisIative changes that would not only provide increased equality 

and greater worker protection, but that would also transfer 

ownership of capita1 to workers through the 'wage-earnersr funds'. 

Social Democratic governments introduced legislation in the early to 

mid-1970s that would formally bind the employersr federation (SAF) 

to government regulated forms of workersr protection in the areas of 

job security, safety in the workplace, and trade union rights. 

According to Therborn, "[t]tlhis meant a clear change of policy of the 

party and of LO from a Iine of principled reluctance to use legislation, 

a principled preference for collective agreements as regulators of the 

labor market, and a de facto lack of serious trade union concern with 

job and workplace entitrements" (I99 1 : pp. 108-109).59 

This departure from the traditional modes of operating Iabour 

market activities. however, wonld not affect business' 

disilIusionment with the currents of change, as the proposed wage- 

earners' funds wonld. This proposaI provided the clearest indication 

of Iabour's (nameIy LO) intent to transform Sweden into a sociaIist 

society, characterized by the collective ownership of the means of 

production. Briefly, the wage-earners' b d s  would transfer part of 

the profits incurred by Swedish business into b d s  owned and 

managed by the trade onions. In turn, these funds wodd be 

SPChe Co-Determination Act of W 6 ,  cdmhated the process of mdustriaI demucracy by 
tmmfkming the power of regdating the work e n m a t  away from empIoyers and into the 
h d s  of empIoyees. According to Th&om, "in prhcipIe the empIoyer was fegaIIy obliged to 
negotiate with the unions about aIL decisions a f f i g  the workpIaceW (1991: p.109). 



invested in Swedish companies on behalf of the workers. This policy 

proposal wonld essentially transfer part of the controlling interest of 

business into the hands of labour. Following an extended series of 

discussions mainIy among the LO and the Social Democrats, a watered 

down version of the wage-earners' funds was enacted in 1983.60 

AIong with the Co-Determination Act of 1976, the enactment of 

the wage-earners' funds led to the employers' federation (SAF) 

decision, in 1983, to withdraw fiom the process of centraI 

negotiations which had become such an integral part of Sweden's 

corporatist arrangement (Lewin, 1994; Stephens, 1996). According 

to Lewin, 

SAF chose..,to bid farewell to the whoIe corporative set-up; it 
broke the social contract from the 1930s, one might say. It 
broke off contacts with the LO at the central level. It 
abandoned the central negotiations for wage agreements, It 
said 'no' to giving continued priority to Iow-wage groups. SAF 
marched out of the board rooms of the central government 
agencies (1 994: p.73). 

The collapse of centralized bargaining, most importantly, pIaced 

greater bargaining power in the hands of the SAF; business would 

now be able to bargain at the local level, thus weakening the 

strength of labour's central bodies, particnIarIy the LO. This change 

had not o d y  the effect of increasing wage differentials (hence 

undermining the principIe of wage solidarity) (Stephens, 1996), but 

aIso worked to heighten divisions and conflict within the Iabotu 

movement. 

%e wage-eamd fan& would eventualI.. be abolished by the bourgeois government that 
cameinto power in I391- 



Sweden's decreasing economic competitiveness abroad would 

also provide obstacles to Iabourrs solidarity. By the earLy 1980s. this 

economic reality had driven the Swedish private sector unions to 

complain bitterIy about pubkc sector and white collar unions' 

demands for wage increases that matched those of the private sector. 

The rhetoric reached a climax in 1982, when the leadership of a 

private sector union affiliated with LO referred to the public sector 

unions as "pay parasites" (Swenson, 1991). The private sector unions 

feIt that the expansion of the welfare state, coupled with the 

demands among its labour force for increased wages, undermined 

Sweden's competitiveness abroad. 

Given Sweden's reliance on the tradables sector, any decrease 

in their competitiveness would have serious repercussions for the 

Swedish economy as a whole. Swenson succinctly summarizes 

developments in the Swedish labour market during the 1 9 8 0 ~ ~  and 

the interclass conflict and cross-class alliances that resulted: "[iln 

Sweden, probIems of reducing government debt and adapting to 

internationd competition united the Social Democrats with unions 

and empIoyers in the export sectors in a broad coalition against 

government workers' share of national income and against the 

current distribution of government pay" (199 1: p.387). 

Even to the SociaI Democrats the public sector onions had 

become a Liability. The eIectoraI defeat of 1976, was in part the 

r e d t  of critiques reIating to size and efficiency of the public sector 

(Pierre, 1993: p.392). As early as 1982, the SAP had began to 

implement changes to the public sector by pIedging to stem its 

expansion and by establishing a new minis t ry  of pnblic 



administration, the Civildepartment (Premfors, 199 1). The new 

m i n i s t r y  was given the task of reforming the public sector; 

significantly. management methods adopted from the private sector 

would be introduced to attempt to curb ineff~ciencies in the system. 

As Pierre (1993) suggests, "[tlhe overall objective of the program was 

to change the relationship between citizens and the state to a more 

client oriented model" (p.39 1). The decentralization of the 

administrative hnctions to the IocaI government would provide the 

framework for the implementation of these changes (Premfors, 199 1 ; 

Montin and Elander, 1995). Most importantly. however, a concerted 

effort was made to delink public sector wages from those of the 

private sector and to devolve the process of wage setting onto the 

local governments (Schwartz, 1994). 

As Premfors has suggested, by the Iate 1970s the SAP had 

began to consider the need to decentralize and provide Less 

uniformity in the production of public s e ~ c e s ,  "so as to allow for 

direct participation by those involved in and affected by the various 

programmes" (1991: p.85). This reaction, cIearIy stems from the 

expansion of postmodern preferences among the Swedish public. 

These preferences not only include calls for more direct forms of 

participation, but also pose a challenge to both bureaucratic, and 

highly hierarchic and centralized w e k e  state structures. Data 

suggest that throughout the 1980s, in fact, there was a gradual 

deche in support among the Swedish public for the public sector, 

and an increasing desire for cutbacks (Pierre, 1993: see TabIe 1). 

It would be the fiscal exigencies of the early 1980s, however, 

which wodd force the newly eIected SAP government (1982) to 



establish a plan of public sector restractuhg. Nevertheless, while 

efficiency was a consideration, the overriding concern was to stress 

"user participation" (Schwartz, 1994). In the words of Premfors, 

however, "while participation was the primary and economic 

efficiency the secondary set of values underlying decentralization in 

the Iate 1970s and early 1980s, the order among these was reversed 

from the mid-1980s" (1991: p.92). 

This change in priorities could not have been made any clearer 

than by the appointment in 1988 of a former deputy Finance 

Minister as head of the Civildepartment. The constant struggle 

among factions within the SAP (mainly between those concerned 

with fiscal restraint and those that tended to cater to the ascendancy 

of postmodern preferences), eventually made drastic restructuring 

an impossibility. In fact, the hard-line fiscaI conservatives would 

suffer a set-back in 1990, when their foremost spokesperson, 

Finance Minister Kjell-OIof FeIdt, was forced to resign following 

pressures from the other factions who "found his views too extreme 

with respect to public sector contraction and decentralization" 

(Premfors, I99 I: p.93). 

This is not to suggest that no cutbacks or restructuring resulted 

from the creation of the Civildepartment. As Pierre notes, the resuIt 

of "the sociaI democratic program of 'renewing the public sector,' ... is a 

public bureaucracy which appears to be very different from that of 

the 1970s" (1993: p.399). However, it is significant to point out that 

many of the changes that did occur have not seriously undermined 

the stroctore of the Swedish welfare state. Interestingly, as Pierson 

(1996) suggests, not even the bourgeois government of 1991-1994 



made significant attempts to restructure the welfare state; the only 

programmes introduced by this government, which to some extent 

undermine the spirit of traditional welfare policies, have been in the 

areas of education and day care (Stephens, 1996). Nonetheless, these 

programmes (which have provided some opportunities for the 

expansion of private service provision in these areas) have been 

highly regulated and also not very popular with 'consumers' (Montin 

and Elander, 1995). 

In many ways, this should not be surprising given the high 

IeveI of support among the Swedish public for state provision of 

weifare services. It is important, however, to note that attitudinal 

surveys highlight the growing divisions among workers in the public 

and private sectors. SvaIKors discovered that "in both 1986 and 

1992,...public sector employees and the retired [were] significantly 

more supportive of the state than people working in the private 

sector and those not retired" (1995: p.68). SvWors concludes that 

the pubIic sector's dependency on the provision of welfare state 

s e ~ c e s  as a means of sustenance, explains their more positive 

attitudes towards the w e h e  state. SimilarIy, the private sector 

empIoyeesr decIining support for welfare policies can be attributed to 

their impression of Sweden's declining competitiveness in the 

international market. 

In as much as the rise of postmodern preferences among the 

Swedish public initiated c d s  for the restructuring of the highIy 

bareancratized and kerarc6icaI system of pubIic administration in 

Sweden (Pierre, 1993), similar preferences were to provide the 



impetus for the restructuring of the Swedish politicaI Iandscape, 

following the 1976 nationa.1 eIection. 

POSTINDUSrAr ,CLEAVAGES AND THE TRANSFORMIATION OF THE 

SWEDISH MODEL 

It is within this enviro~lent that postindustrial cleavages began to 

appea- in Swedish politics, cleavages wtich seemed to crosscut the 

socia1 class dimension. A clear indication of this development was 

the impact that the nuclear energy issue had on the SociaI Democratic 

defeat in the 1976 national election (Vedung, 1989: p.143). 

According to Therborn, the Centre Party's (formerly the Agrarian 

Party) inclusion of a pro-environmentd stance in their electoral 

pIat5orm "tipped the electoral scales against Social Democracy" ( 199 1 : 

p.114). For the time since 1932 the SAP wodd not be part of 

the government; their pro-nuclear 'industrial' stance would be partly 

to blame for their loss. 

The signif~cance of this industrid-postindus~aI dimension of 

poIitical conflict would be highlighted by the realignment of two 

traditional pobtical opponents aIong the postindustrial end of this 

new socio-political cleavage. The aIIiance among the anti-nncIear 

bourgeois Centre Party and the Communist Left Party (VPK), during 

the 1980 referendum on Sweden's policy relating to the expansion of 

nuc1ea.r power,sI in fact, points to a significant realignment of the 

61fn wid Swedish fashion a campromise was reached fonowing the referendpm, whereby a 
graduai phasing out of power plants wodd dminate with the M dosure of a l l  pIants by the 
year un0 merbom, 1991). At the present h e  it seems Wte M y  that this is going to 
occuc 



Swedish paay system (Vedung, 1989). On a 'postmaterialist' issue, 

both of these parties couId set aside their traditional 'materialistr 

differences and come to a consensus. 

Nevertheless, while it is impoaant to stress that the class 

cleavage has diminished considerably in Sweden,62 social class to this 

day stilI remains a strong predictor of voting behaviour. 

Nieuwbeerta (1996) has found that in comparative terms Sweden 

ranks highly among advanced industrid states with reference to 

class voting. Interestingly. while the Scandinavian countries and 

Britain have the highest IeveIs of cIass voting, the same countries 

also display the Iargest declining levels in association between social 

class and voting behaviour d ~ n g  the post-worid War II era. 

Although studies on voting behaviour have highlighted the 

increased salience of issue voting in Sweden (Sainsbury, 199 1; 

Oskarson, 1994), it is presently W ~ c u l t  to associate 

postindustrialization with the the rise of a 'new' social cIeavage. 

Oskarson (1994) has found that while postindustrialization has 

promoted the decline of class voting, a new socia1 cIeavage has not 

risen in its wake. This finding is significant for it seems to support 

the contention that postmodern societies (like Sweden), give rise to a 

varied assortment of preferences among their populations which do 

not convenientLy fit into models of cleavage structures. Nevertheless. 

Oskarson notes that the rise of the pabIic sector in Sweden, which 

brought a large number of women into the Iabour force. has grown in 

% fict, "fib the eIecfion of 2968,7U percent of the voters were das voters.-in 1988,57 percent 
voted 'with' their dass" (Oskawn, 1994: p.232). Moreover, Oskuson saggets that class 
awareness among members of the working dass m p ~ c u l a r  has weakened, hence dbnhhhhg 
the overalI signiscame of cIass v o k g  (I9W p m ) .  



significance as a possible Line of political division: "[slince the mid 

70s pubLic employees vote socialist to a higher degree than people in 

the private sector. This is especially true for the publicly employed 

salariat, for whom the interest as publicly employed often is more 

important when it comes to party choice, than is the interest as 

middle class" (1994, p.229). This finding again lends credence to the 

postmodernist argument that Swedish voters increasingIy structure 

their vote according to a narrow preference (in this case the voter's 

means of survival, i.e., the welfare state), as opposed to an 

ideologicaUy driven voting decision. 

Equally significant has been the rise of the materialist/ 

postmateriafist dimension in Swedish politics. According to Knutsen 

(1990b), however, it is of interest to note that although the 

materialist/postrnateriaList dimension is more strongly correIated 

with party preference than social class,63 "the Ieft-right ordering of 

the paaies and the placement along the MPM-dimension [i.e., the 

rnaterialist/postrnateriaIist dimension] are very similar" (1990b: 

p.267). In fact, individuals with the most postmaterial tendencies 

are more likely to support a [eft party, whiIe those with materia1 

tendencies are more likely to support right parties (see Knutsen, 

1990b: Table I). To this end, it is dXt5cuIt to suggest the rise of a 

distinct party cleavage dong the rnaterialistlpostmaterialist 

dimension, for such dimension seems to overlap the traditionaI 

LeWght axis. Therefore, while it is still significant to discuss the 

impact of materiaIist/postmateridist values on Swedish politics, such 

%e eta-czoefficient between m a t ~ / p o s t m a t ~  values and party pderence m 
Sweden was 26, as opposed to 22 for saciaI dass and party prefkrence @hutsen, 19Wbr Tabk I). 



values have had, paradoxically, "a comparatively modest impact as a 

party cleavage" (Knutsen, I990b: p.267). 

It is worth noting, however, that this dimension is not 

inconsistent with the rise of issue voting in Sweden, as is evidenced 

by the aIIiance between the Centre Party and the VPK on the nuclear 

issue, While these parties have traditionally been diametrically 

opposed on the L e f ' g h t  axis, on this occasion they were able to set 

their differences aside, thus crosscutting the conventional class 

cleavage. Ultimately, however, the rising signiFxcance of both the 

Green Party (which by 1988 was able to overcome the 4 per cent 

eIectoraI threshold and gain 20 seats in the Riksdag) and the VPK 

(whose supporters display postmaterid and libertarian dispositions) 

(Knutsen, 1990b), implies the development of a left-libertarian 

challenge to the Social Democrats. 

The Greens, in particuiar, have made an attempt not to conform 

with traditional definitions of crass politics, and have thus affirmed 

their commitment to a 'new politics' dimension of conflict. In Iight of 

these chailenges, Sainsbury (1991, 1993) notes that the SAP has 

mdergone a process of programmatic renewd in an attempt to h d t  

the possible drain in support to the left-libertarian parties. The SAP 

is not only promoting a 'greener' programme, but it is also 

incorporating postmodern and libertarian ideals like "freedom, 

autonomy, civiI Liberties and rights" into their pladom (Sainsbury. 

1991: p.42). This programmatic renewaI seems to make sense in 

Light of the fact that between 1982 and 1993 support for Sweden's 

left-Libertarian parties increased from 5.6 percent to 9.6 percent 

(Rnutsen, 1998: TabIe 3). Similarly, gitschelt (1994) has argued that 



the SAP lost mppoa to both the Greens and the VPK throughout the 

1980s. Kitschelt accounts the SAP'S difficulty in adjusting to the new 

chdenges to both the rigidity of the party organizational structure 

and the links with the LO. Some movement, however, has occurred 

on both fronts, thus allowing the SAP to recently distance itself from 

LO and to provide greater strategic autonomy for the SAP'S 

leadership (Kitschelt. L 994). 

Interestingly. Ievels of party identification in Sweden have 

been decreasing steadily since the 1960s (Holmberg, 1999). In fact, 

studies comparing levels of partisanship among West European states 

indicate that "Sweden stands out in showing an almost continuous 

decline of partisanship since the 1960s" (Schmitt and Holmberg, 

1995: p.109). These facts seem to support the evidence that a 

dealignment of the Swedish eIectorate is gradually taking place, as 

the Left/Right dimension seems capable, to some extent, of absorbing 

new cleavages. As a study on the Swedish Green Party indicates, 

Green Party supporters tend to have the lowest degree of party 

identification among Swedish voters, and as a result tend to have a 

high tendency to switch parties (Bemulf and Holmberg, 1990). This 

is signifcant, because if Swedish voters increasingly continue to 

display postmateria1 preferences, Like those of Green Party 

supporters, we can expect a greater leveI of voters' volatility in the 

future, 

Thus, by the end of the 1980s Sweden's political and economic 

landscape had changed considerably. Labour stood divided, 

corporatism seemed dead, the state was under pressure to 

streamline its services, and the Social Democrats were facing a slight 



erosion in support to the left-libertarian parties. Eventually, the end 

of centralized bargaining coupled with the deregulation of the credit 

markets, prevented wage restraint (Stephens, 1996), thus placing 

Sweden's economy on a coIIision course with the international 

market. The collision would occur in 1991, further debilitating 

Sweden's 'social democratic corporatistr historical bloc. 

A NEW MODEL? 

The economic crisis of 1991 would ultimately spell the end of 

Sweden's full-employment policy.64 UnempLoyment jumped from 3 

per cent in 1989 to over L2 per cent in 1993 (these figures include 

persons enrolled in active labour market programmes) (Pierson, 

1996: p.171). The decrease in the level of employment is 

attributabIe to both public and private sector lay-offs. WhiIe the 

former resulted from cutbacks in services, the latter resulted from 

the decreased competitiveness in the tradables sector, which could 

no longer count on the government to devalue the Swedish krona in 

order to make Swedish exports affordabIe on the international 

market. AII this occurred with no tool in place to impose wage 

restraint on trade unions, thus fuaher increasing the costs of 

production. From 1990 to 1993 Swedish GDP fell approximateIy 5 

64As it has been suggested, the prindple of M employment stands at the heart of sociai 
demwatic beliefk. The MdaI democratic commitment to polides which promote M 
empIoyment thus stands m stark opposition to neoIiberal monetarist thinking; the Iatter does 
not view fail empIoyment as a god in of itself, but rather is concerned primady with the 
impact that tight labour markets may have cm hfk t iox~  SociaI democratic normative 
orthodoxy, -ad, hofds that "[tlight labor markets enhance the economic power of workers 
relative to ernpIoyers and maease the probability that mion demands will be met Fmm this 
strategic perspective, MI emp1opent is a @Kc good and not m d y  a private good, since it 
benefits even those workers whose jobs are not m jeopardf (Scharpf, 1991: pJ6). 
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per cent, while industrial production fell by 13 per cent (Freeman et 

at., 1995: p.8). The cost of supporting the growing ranks of the 

unemployed would be exacerbated by the shrinking revenues 

resulting from the smaller tax base. By 1993 government outlays 

reached an astonishing high of 73 per cent of GDP, while the budget 

deficit surpassed 14 per cent of GDP (Pierson, 1996: p.171). 

The attitudind shift among Sweden's political leadership that 

was reflected in the austerity measures implemented throughout the 

1980s, gained further vigour by the early 1990s. These measures 

were the result of diminishing revenues associated with increased 

levels of unemployment. However, as welfare state entitIements 

decreased, so did the degree of de-commodification that had 

characterized Sweden's social democratic system (Esping-Andersen, 

1990; Stephens, 1996). As discussed above, de-commodification is 

one of the centrai tenets of social democratic befief, in as far as the 

basis for entitlements (be they income or public goods and services) 

is a matter of citizenship right, and that as a resuIt of such right 

"individuals suffer reIativeIy smaII losses of income from exiting paid 

work temporarily or permanently" (Stephens, 1996: p.36). In fact, 

aIthough it wonld be the bourgeois government of 1991 that would 

implement the reduction in the genera1 IeveI of entitIements as a 

percentage of gross earnings, as weII as increasing the waiting period 

before the provision of such entitlements, this was done either with 

the biessing of the Socid Democrats, or foIIowing a decision that had 

idready been made by the SociaL Democratic government dudng the 

earIy part of 199 t (Lachman er al., 1995; Stephens, 1996). 

Furthermore, the newIy eIected Social Democratic government of 



1994 wonId also enact policy changes which would make the decision 

to exit paid work financially more damaging to individuals (Stephens, 

1996: p.48),65 Thus, while the social democratic objectives of full- 

employment and de-commodification began to lose primacy, they 

were to be replaced by neoliberaI objectives. 

The Social Democratst commitment to the neoliberal rationality 

of the global market is further substantiated by their decision to 

eliminate capital controls in July of 1989 (HeUeiner, 1994a: p.165), 

folIowed by their announcement in the autumn of I990 that Sweden 

wouId seek membership in the European Community. Helleiner 

(I994a) suggests that these decisions were the resuIt of both 

competitive pressures and ideological shifts among eIite members of 

the SAP. Global 'competitive deregulation', but particularly the 

further liberalization of the London markets in 1986 (known as the 

Big Bang), increased concerns over the possibIe move of financial 

business abroad. Moreover, increasingIy "Socid Democratic economic 

managers in the Ministry of Finance were integrated into the 

neoliberd elite consensus" (Ryner, L998), including Finance Minister 

KjelI-OIof FeIdt (1982-L990), and the head of the central bank, Bengt 

Dennis. Significantly, Feldt made his advocacy for free-market 

thinking public by stating in a I989 interview: "I have never 

beIieved in planned economies. I have seen the resdts and I saw 

them earlier than some of my colleagues in the party" (HeUeiner, 

1994a: p.166). AIthough FeIdt resigned in 1990 as a result of a Iack 

65An exampIle of this is provided by the parental insurance ben& WhiIe the repfacement 
rate for parental insurance was 90 per cent of the parent's gross income, for up to a period of 
twdve months (Lachman et d, 1995; Gins- 1992), the SAP government of 1994 Iowered the 
rate to 80 per cent, m accordance with unempIopent compensation, dck pay, and work injury 
insurance (Stephens, l996: p-48). 



of support within the SAP'S leadership, Ginsburg has noted that "the 

inffaence of such new realist, pro-capitalist or market socialist views 

is gaining ground in the SAP" (1992: p.33). 

Ginsburg's observation would gain legitimacy when in May 

1997, the SAP government and the opposition agreed to a revision to 

the Central Bank Act which would enshrine "the commitment to price 

stability and the independence of the central bank" (OECD, 1998: p. 

I66)*66 It is important to note that this decision resulted from the 

need to conform to standards set by the European Union; 

nevertheless, the initial decision to ensure that Sweden's economy 

would attempt to meet the same criteria of other member-states of 

the European Union, underlies the committment to what is 

fundamentally a neoliberal economic project (Ryner, 1998). It is 

within this context that we can speak of the culmination of a 

'historical bloc'; a dear indication of this is provided by FeIdt's open 

dissatisfaction with some of the fundamentd tenets of socid 

democratic thinking, as well as the SAP'S support for neoIiberal 

legislation that fondamentally undermines the strength of labour. 

In essence, the economic crisis of 1991 spelled the end of the 

Swedish model. It forced the Social Democrats to comply with the 

competitive rules dictated by the global market. CIearIy, the 

6%'hh decision effefidy removes the state's abiIity to control monetary policy, as had been 
the case for Sweden m the past As P ~ I S S ~  et 1 have suggested, the Swedish centraI bank 
historidy had been "very obedient to the short-nm inkrests of the mling party or coation 
m the parliament!' 0996: p.27). In broad fmmsr governments must decide whether to give 
priority to M empIoyment or  to price stability (ie, Iower idation); whiIe the Iatter 
decision is typified by moneta&t, neo- governments, f i t h e  former has been asxiated with 
s d  demwatic governments (Scharpf, -1: pp.2537). Studies have shown that the greater 
the central b&s independence, the lower the hfhtion rate ~ersson ct a l ,  1996: p.26). Thns 
by &owing p t e r  or compIete independence to the cenhal bank, one can expect both the Ioa of 
govment's power over monetary policy, and an increased concern over price staEdity. 



denouement of this 'historical blocr had began some years earlier, 

particuIarly with the decision of the empIoyersr federation to pull out 

of the process of centralized bargaining, and the cross-cIass f i ances  

that resulted from the divisions within the labour movement. It is 

interesting to note that coinciding with the de-corporatization of the 

Swedish system, a plurality of interest groups has emerged 

(Petersson, 1991; Micheletci, 1991). Hoefer (1994) in fact speaks of 

the existence, during the 1980s, of a mix of corporatist and pluralist 

structures in Sweden's social welfare policymaking process. 

SimiIarly, data suggest that during the 1980s the number of both 

voluntary and co-operative associations expanded vastIy in Sweden; 

while the former grew by 39 per cent, the Iatter increased by 51 per 

cent (Micheletti, 199 1: p. 158). 

These findings suggest that while there has been a shift 

towards more decentralized and pIuraIist structures of interest 

representation, there has also been a simultaneous trend towards 

alternative modes of participation which reflect postmodern 

preferences, Interestingly, whiIe de-corporatization and 

postmodernism are in many ways consistent with one another, they 

seem to have different causal links. The decline of the corporatist 

arrangement is in part the result of the fragmentation of the Swedish 

labour movement following postindustridization, and to this extent 

the causal link may have a sembIance of postmodern influence. 

NeveaheIess, as we have seen, it wouId be the calls for industria1 

democracy and the wage-earners' fands which oItimateIy mobilized 

the empIoyers' federation against Iabonr. 



This, however, should not detract from the reaIities imposed by 

the rise of postmodern preferences. As MicheIetti suggests, 

[clorporatist exchanges between the state and interest 
org&zations presuppose member discipline and a similar 
frame of reference for all poIiticaI actors. Today it is more 
difficult for established interest organizations in Sweden to 
assume this type of public responsibility because member 
solidarity has decreased and the country is more 
heterogeneous (1991: pp.161-162). 

According to Lewin (1994), the decline of corporatism (characterized 

by the erosion of encompassing organizations) marks the 

deterioration of Swedish socid integration in the face of increased 

conflict. 

The implications for social democracy are serious; when the 

process of social integration deteriorates it becomes difficult to speak 

of a 'people's party', and likewise it becomes impossible to formulate 

a vision of the 'people's interest'. Thus, over the last two decades the 

SAP has witnessed its own gradual hegemonic decline, a decline if 

anything characterized by the divisions within its traditionaI core 

constituency, labour. The Iack o f  a common vision that would be 

desirable for the whole of Swedish society has therefore made it 

diff~cnIt for the SAP to forge an alI-encompassing strategy, as was 

done in the past. While the development o f  divisions between pnbIic 

and private sector workers and the 'new politics' have not produced 

new cleavage strnctnres which supersede the cIass cleavage, the 

poLticaI battlefield in Sweden, as is the case throughout advanced 

industrid societies, has become more complex. Although the SAP has 

made some attempts to incorporate aspects of the 'new politics' into 

its strategy (the so-called 'greening' of the party, and the move to 



decentralize administrative power structures), the division in labour 

has been difficuIt to handle. 

Interestingly, the one element of the Swedish model that has 

proved to be more resilient has been what Piven (1991) has defined 

as the "main project of labor parties", i-e., the welfare state, Although 

some restructuring has occurred in recent years, the system has 

practically remained intact. This has much to do with the fact that 

welfare states create constituencies of both consumers and providers 

of socid services (Pieson. 1994; Esping-Andersen, 1990), and that 

when such constituencies permeate dl Ievels of society, as is the case 

in Sweden, any attempt to either privatize or residuaLize to a 

significant extent the provision of social services, is going to 

encounter considerable opposition. As a result political Leaders do 

not want to be associated with unpopular policies of welfare state 

retrenchment. In fact, support for the welfare state in Sweden is still 

very strong (Svdlfors, 1995). Rothstein (1993) has argued, however, 

that Swedes are growing impatient with the lack of choice in the 

provision of services, and that if such a choice is not provided, 

popular support for Sweden's universd welfare state will diminish. 

InterestingIy, both supporters of market soIutions and postmodern 

citizens uphoId the principle of consumer choice. Choice, it is argued, 

woold not ody provide a more efficient deIivery of services, but it 

wodd aIso appease Sweden's new 'heterogeneous' society. Although 

measares are avaiIable to retain the popdation's support for a 

universal provision of s e ~ c e s ,  the same can not be said of Swedish 

corporatism. The highly centralized and hierarchical structures 

associated with corporatism are no Ionger viable. 



In the final analysis, Swedish social democratic corporatism is 

being stretched and pulled apart by the forces of globalization 

(undermining the corporatist state's autonomy and creating cross- 

class alliances) and by the forces of the 'new politics' (undermining 

the corporate channels that Link civil society to the state). 

Interestingly, both forces are expressions of opposite needs and 

demands in civil society. While the former found inspiration in the 

views of neoLiberal intelIectuals and subsequently materialized in the 

demands of both domestic and international business under the 

neoliberal rationality, the latter emanated from the reinterpretation 

of the democratic politicd process through demands for structures 

which would enable greater accountability, transparency and, 

'seemingly', provide more effective modes of participation. 

Paradoxically, aIthough these camps have sought different ends for 

different reasons, they have combined to inflict the f i n d  blow to the 

'Keynesian historical bloc', raising in  its wake the possible emergence 

of a new historical bloc characterized by, above all, the power of the 

seIf-regulated market. 



CHAPTER SIX 

A 'NEOLIBERAL HISTORICAL BLOC'? 

This thesis began by asserting that following the end of the Second 

World War, a genera1 consensus among advanced capitalist societies 

was achieved. This consensus, which provided a normative 

interpretation of how the state, society, and the economy should 

interact, functioned both on the domestic and international levels. 

Furthermore, it was built upon a forma1 commitment on the part of 

leading capitalist states and domestic class alliances. To this extent, 

one can speak of the establishment within and between advanced 

capitalist societies of a Gramscian 'historical bloc'. This historical 

bIoc, was defined the 'Keynesian historical blocr. It was predicated 

upon the integration of labour's demands for the expansion in the 

provision of socia1 services and a commitment to the principIe of full 

empIoyment, as well as an internationaI financial order which 

promoted a greater degree of autonomy for the Keynesian 

' h te~ent ionis t '  state, 

Furthermore, wEde a distinction was drawn between two ' ide s  

types, or systemic variants which beLong to the 'Keynesian historical 



bloc', that is the 'liberal democratic pluralist' and the 'social 

democratic corporatist' systems, it was argued that the Iatter was 

structuraLIy prone to a more difficult process of adaptation to the 

forces which have gradually come to undermine, or even displace the 

'Keynesian historical bloc'. It was suggested that by Limiting the 

scope of government intervention in regulating the market, as weU 

as its ability to pursue Keynesian socio-economic policies, the 

neoliberd rationality (that is inherently part of the process of 

olobalization) has had a far greater impact on societies which are 0 

culturally, historically, and institutionally inclined to favour state- 

centered modes of managing the economy, as well as to insulate 

society from market forces. Moreover, corporatist structures that 

Link state and society came under greater pressure than pluralist 

structures from the societal shift in values associated with the 'new 

politicst. Corporatist structures, in fact, proved to be 

counterproductive to the demands for more decentralized and less 

hierachically structured modes of interest intermediation. 

These changes, furthermore, coincided with the shift among 

advanced capitalist states to the postindustrid era. It was argued, in 

fact, that postindustrialization helped promote the rise of the 'new 

politicsr. The shift to 'post-Fordist' modeIs of production as wen as 

the rise of the service sector of the economy, contributed to a new 

structural differentiation in the division of labour, which in turn has 

mdermined the reIative ease with which the 'Fordist' indostria1 

mode1 of production fostered a common identity among the 

workforce. To this extent, the demise of the Keynesian historical 

bIoc' finds as one of its causaI Iinks, the changing structures of 



capitalist production. As was suggested, however, a shift in societal 

vaIues was aIso W e d  to the growth in affluence among Western 

mass publics, following the end of the Second World War. The rise of 

a seemingly ever expanding middle-cIass, contributed to the 

development of postmaterid values among these publics, which in 

turn began to question the legitimacy of political participatory 

structures (such as political parties and interest organizations), as 

well as the institutional frameworks within which these structures 

operated. Lastly, the demise of the 'Keynesian historical bIoc' also 

owed to the unilateral state actions of the United States and the 

United Kingdom. Had these states chosen not to support the creation 

of the Euromarket, other states would not have been forced to abide 

by the logic of 'competitive deregulation', which promoted the 

deregulation of financial markets. 

During the I970s, Keynesian orthodoxy no longer seemed to 

provide the appropriate steering mechanisms for the 'new' reality 

that confronted states and societies. A "crisis of authority" ensued. 

In Gramscian terms this meant that vdues and demands which had 

risen in postindustrial societies, became detached from, if not 

contradictory to, the ideas associated with the 'Keynesian historical 

bIoc'. To the extent that corporatist structures functioned effectiveLy 

and with Legitimacy within industrid states, postindustrialization 

brought about new values and demands which could not be 

effectively fused with corporatist structures. This moment of crisis 

provided neoliberaLism with an opportunity to dispIace those ideas 

and structures which were antitheticd to the postindustria1 reality, 



and to articnlate a new vision which to some extent fit this new 

raality.67 

Neoliberalism is a movement that simnItaneously attempts to 

provide a normative interpretation of the postindustrial reality, as 

well as trying to conform global structures to its own vision 

(predominantly through the expansion of the self-regulated global 

market). As was discussed above, however, the criteria for the 

formation of an historical bloc requires that neoliberaIism provide 

continuity and congruence among productive structures, poLitical 

institutions and society during a particular moment in history. 

Utilizing our findings through tho 'Swedish experience', it is to these 

considerations which we now turn. 

On the international level, the 'Keynesian historical bloc' began to 

unravel following the colIapse of Bretton Woods and the ascendancy 

of the deregufated financia1 markets. Furthermore, Keynesian 

principles Iost their legitimacy after the oil shock of 1973. They 

were gradually replaced by a neoliberd orthodoxy which stressed 

the need for greater integration of gIobaI financial rnarkets.68 

Domestically, states that subscribed to social democratic principles 

were forced to accept the Iogic of 'competitive deregulation'. This led 

67As will be ciixossed below, in time it wodd become cIear that *e ne0libera.I vision wodd 
also be antithetical to some of the societal dues  and demands that amse out of fie shift to - * tion- GE:= out of the neomerd phiIosophid prectisqosition to e m p w e  the 
markets' ability to allocate resources more effiaently (Scharpf, 1991). 



to the gradual shift in power away from the state and towards an 

ever increasingly self-regulated global market. 

Economic 'opennesst made the Swedish experience during this 

period of transition all the more susceptible to global market 

influences (Schwartz, 1994). At the same time, Sweden shared with 

other advanced industrial states the rising significance of the 'new 

politics', and thus the series of challenges that accompanied it. What 

was particular to the 'Swedish experience', was its trajectory to 

postindustriaIization. As discussed, this trajectory was not only 

influenced by the "institutional and political framework, as Esping- 

Andersen (1991: p.148) postulates, but also by the cutural hegemony 

of social democratic principIes, which dictated the expansion in the 

provision of publicly funded and administered social s e ~ c e s .  As the 

public sector grew, so did the difficulties associated with maintaining 

solidarity within the labour movement. The competing interests 

within the movement, however, would not fully surface until 

Sweden's competitiveness abroad began to be undermined. The 

cross-cIass aIIiances that resulted provided the dearest indication of 

the eventual ondoing of the consensus which stood at the core of the 

Swedish model, and hence of the 'socia1 democratic corporatist' 

historical bloc. 

By the mid-1980s, the Social Democrats would push for 

changes which, on the one hand, appeased demands for consumer 

choice in the provision of public services while, on the other hand, 

compLied with demands for efficiency, arising fiom the neoliberal 

rationaiity. It is of interest to note that one of the segments of 

society which stood the most to lose from the restructuring of the 



public service sector (i.e., the employees in the public sector), was 

paradoxicaIIy supportive of the measures which would promote the 

de-centralization and de-bureaucratization of services, in accordance 

with its predisposition to postmaterial values. Thus, while upholding 

the postmaterial principle of 'consumer choice', public employees 

were inadvertently undermining their own means of sunrival. These 

circumstances, coupled with Sweden's decreasing competitiveness 

abroad, wodd lead in the 1990s to a decreased level of de- 

commodification associated with austerity measures in the provision 

of social services, as well as the relinquishment of the commitment to 

full-employment. These events, in conjunction with the dissolution 

of the corporatist arrangement during the 1980s, point to the end of 

Sweden's 'social democratic corporatist' historical bloc, 

Caught in the currents of change, Sweden's Social Democratic 

party was forced to adapt to the new conditions associated with 

postindustrialization. The programmatic renewal that resuIted 

comprised of the 'greening' of the party, and the assimilation of 

elements of 'market' socialism into the party's programme 

(Sainsbury, 1993; Taylor, 1993). FoUowing the 1998 election resuIts, 

however, much doubt was cast over the SAP'S strategic decision to 

incorporate these elements into its pladorm, especiaIIy some of the 

neoliberd principles, in this eIection, "the Social Democratic Party 

had its poorest election resuIts since the introduction of democracy in 

Sweden in 1921" (MGlIer, 1999: p.261). receiving onIy 36.4 per cent 

of the vote, 

Andysis suggests that poky changes introduced by the SAP 

government during the 1994-98 mandate, namely tax increases and 



cutbacks in the public sector, were the main reason for the SAP'S 

electoral losses (MiiUer, 1999: p.263). The cutbacks were 

accompanied by a further reduction in the income replacement rates 

for unempIoyment, sick pay and other benefits, to approximately 75 

per cent (Madeley, 1999: p.188). This policy decision is further proof 

that in this new global environment, the principle of de- 

commodification, within the SAP'S leadership, had further lost its 

primacy to fiscal exigiencies. 

Ultimately, as Madeley has suggested, "[tlhe SociaI Democrat 

and Centre parties [the other informal government coalition 

member], held jointIy responsible for the pain inflicted by the 

austerity measures of the previous period [1994-981, were both 

punished by an unprecedented haemhorrage of support" (1999: 

p.192). It is of interest to note, in fact, that while the SAP in 1998 

lost 8.7 per cent in support from the previous election (Madeley, 

L999: Table I), only 53 per cent of LO members voted for the SAP in 

1998, compared to 66 per cent in 1994 (MoUer, 1999: p.266), with 

most of these lost supporters voting for the 'left-libertarian' Left 

Party (formerIy the Communist Left P a . ,  or VPK). The latter, in 

fact, not only received 20 per cent of LO members' support in 1998, 

compared to 4 per cent in 1991 (MolIer, 1999: p.266), but it almost 

doubIed its base of support to 12 per cent, from the previous eIection 

(Madeley, 1999: Table 1). M6IIer points out that 

the Left Party managed to break into groups that had 
traditionalIy been regarded as socia1 democratic core groups. 
Those who moved from the SociaI Democratic Party to the Left 
Party were characterized by their view of themseIves as 
standing 'cIearIy on the left,' by their Iow confidence in 



politicians, and by their opposition to Swedish membership in 
the EMU (1999: p.266). 

These are characteristics which generally point to both postmaterial 

and anti-neoliberal attitudes. These findings wouId seem to suggest 

that the SAP'S attempt to adapt to neoliberal orthodoxies has Ied to a 

substantial drop in suppoa. Interestingly, as Gilljam and Oscarsson 

(1996) have suggested, data from I979 to 1991 indicate that 

"[a]ccording to voters, dl the parties, with the exception of the 

Greens, have moved toward the right" (p.28) during this period. This 

is Iinked to the impression among voters that "a somewhat 

compressed left-right dimension with shorter distances between the 

parties " (p -28) has emerged. 

Thus, while the 1980s provided the SAP with the opport~nity 

to implement changes that wouId appease both postmodem and 

neoliberd demands for greater individual autonomy and efficiency, 

respectively, by the Iate 1990s some of the contradictions that are an 

inherent part of these diverse preferences began to emerge. It could 

be argued, in fact, that the only consistency between postmodern and 

neolibera.1 attitudes is that they both uphoId the principle of 

'consumer choice'. Once one moves beyond this similarity, however, 

contradictory tendencies begin to surface. In their rejection of most 

forms of authority and praise for individual autonomy, postmodern 

citizens must dtimately come to reconcile the authority of the 

marketplace with their desire for autonomy- To the extent that such 

contradictory tendencies began to manifest themselves within 

Swedish society by the I990s, Ryner's contention that "one cannot 

(yet) speak of a stabIe neoIiberaI hegemonic bloc in what might be 



c d e d  the 'Socia1 and Christian Democratic Heartland' of Europe" 

(1998: p.85), seems to be accurate. As Month and Elander (1995) 

suggest, there are "many indications that [Swedish] citizens at the 

IocaI level do not in general perceive themselves only as consumers. 

They tend to organize in a collective way in order to defend their 

community" (p.48). This communitarian instinct, which is part of 

Sweden's historical and cultural tradition, will be difficult to fuse 

with the highly individualistic and market oriented ethos that is 

centrd to neoliberalismF 

It can also be argued that on the international level, as the 

lessons of history have taught us, the antithetical forces of the self- 

regdated market and Liberal democracy will likely clash. The 

further subordination of liberal democratic principles to the rules of 

the marketplace wilI only contribute to the realization of the 

contradictory nature of this relationship. As PoIanyi wrote: " [tJhe 

outstanding discovery of recent historical and anthropoIogical 

research is that man's economy, as a rule, is submerged in his social 

relationship" (I  944: p.46). 
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