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REINVENTING WELFARE REGIMES

Employers and the Implementation of

Active Social Policy

By CATHIE JO MARTIN*

INTRODUCTION

HROUGHOUT Europe a revolution is transforming the welfare

state. Inspired by EU leadership, nations from Sweden to Spain are
seeking to make the welfare state more “active” in order to rescue those
on the dole from the social isolation that comes from years and even
generations of unemployment and poverty. Employers, viewed as front-
line warriors in this battle against unemployment, are pressed into serv-
ice by governments eager to bring new economic relevance to the types
of jobs and training programs that have often had a make-work quality
in the past.

Many view this shift in social prov1510n as sunultaneously represent-
ing radical change within welfare regimes and an impressive amount of
formal conceptual convergence among regime types. Radical transfor-
mation has occurred to the extent that new reforms are changing the
essential goals of social provision: the aim of “employability” for all in-
dividuals may be replacing the older goal of full employment (with the
marginally employed relegated to safety-net programs).! At least con-
ceptually, these reforms also seem to represent an impressive amount of
policy convergence in that they borrow from various regimes, thus
bringing countries to create new policy forms that break with their his-
torical approaches to social provision.’
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Given this conceptual congruence, the most significant differences
among the various national welfare reform efforts may well be at the
point of implementation; this variation poses intriguing puzzles for
scholars. For example, while the British and Danish social plans are
similar on paper, they have inspired very different take-up rates among
employers. Danish employers have had virtually no prior involvement
in implementing social programs, yet they have participated in far
greater numbers in the programmatic delivery of services than their
British counterparts, who, by contrast, have traditionally played a sub-
stantial role in providing private employment-based social benefits.
While Scandinavian employers have historically supported the welfare
state more than managers in liberal countries, Danish firms’ current in-
volvement in programmatic service delivery nonetheless represents a
fundamental break with the past.®

This article’s central empirical objective is to evaluate why firms par-
ticipate in the new active programs and, thereby, to account for why
Danish employers have participated at higher rates than their British
counterparts. The empirical analysis draws from interviews with 107
randomly selected British and Danish corporations, from which we can
isolate the causal variables that bring firms both to participate in active
labor-market and social programs and to explore business attitudes to-
ward the newest generation of welfare reform.

More broadly, this article uses the case of active labor-market and
social policy to explain the perpetuation of welfare regime trajectories
at moments when social policy forms appear to be both digressing from
their regime traditions and converging across countries. Because the
most significant divergence among plans seems to appear at the point
of implementation, this article examines whether the processes of oper-
ationalizing and implementing the concept of active social reforms
contribute to the perpetuation of regime trajectories. My hypothesis is
that even at moments of policy convergence, regime distinctions should
persist in the subtleties of programmatic design and in employers’ ex-
pectations about state administrative capacities that result from cumu-
lative experiences with past policies. These legacies, embedded in
regimes, should have important feedback effects on employers’ partici-
pation in the programs and influence both firms’ reasons for joining the
effort and the comparative take-up rates.

3 Of course, employment has been highly valued in the social democratic welfare state, and Sweden
has had an active labor-market policy since the 1950s; however, Denmark has only adopted active poli-
cies quite recently.
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The programmatic designs of Danish and British active labor-mar-
ket plans have diverged in a manner predicted by differences in their
regimes. In keeping with social democratic traditions, the Danish plans
cover a more universal population, link the programs to broader train-
ing efforts, and arguably contribute to a major collective goal—an en-
compassing labor market. Befitting a liberal welfare state, the British
plans target a more narrow population, do little to expand skills, and
continue in the punitive track of former Prime Minister Thatcher’s so-
cial interventions.*

These programmatic differences have had profound feedback effects
on firms’ willingness to participate in these programs; indeed, Danish
firms participated more than their British counterparts precisely because
of the social democratic tint to welfare reform. While 68 percent of
Danish employers participated in the active labor-market and social
programs, only 40 percent of British firms did so (many of which ulti-
mately reneged on their promise to create jobs for the unemployed).
The interviews reveal that Danish employers viewed program con-
stituents less negatively, anticipated greater material benefit from par-
ticipating, and evaluated the programs’ administration more highly
than did British firms. While Danish firms participated in order to gain
access to a more highly skilled labor supply, British companies joined
the effort largely for political reasons (to appease the new government)
or to gain access to cheap labor.

Regression analyses, by demonstrating that different causal variables
significantly influenced the likelihood of participation in the two coun-
tries, further support the theory that British and Danish companies
participated for divergent reasons. The British firms most likely to par-
ticipate were large, had a high percentage of sales to the public sector
(in short, they were vulnerable to political pressures from the govern-
ment), and had many unskilled blue-collar workers (thus, they could
benefit from an influx of cheap labor). By contrast, the Danish firms
most likely to participate were smaller and had blue-collar workers at
all skills levels (thus, these firms were well suited to benefit from the
training offered by the programs).

This article aims to contribute to our understanding of how differ-
ences in implementation contribute to regime perpetuation and cross-
national diversity, an understudied area in welfare state theory that is of
growing salience in this era of private sector solutions in which em-

*British training policy and apprenticeship programs in the 1960s differed from this picture. See
Desmond King, Actively Seeking Work? (Chicago: University of Chicago Press, 1995).
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ployers” aid in implementation is critical to policy success. Regime
theory has provided important analytic constructs with which to pon-
der how policy legacies shape new legislative initiatives and
macrotrends in social spending.® Scholars have shown how regime-
driven policy legacies alter the programmatic realization of conceptu-
ally similar social reforms across countries and influence the politics of
retrenchment.® These analytic tools, however, have not been utilized to
explain cross-national differences in the implementation of social pro-
grams. My aim is to demonstrate that the policy feedback effects that
shape national trajectories in welfare state spending also influence em-
ployers’ implementation of social programs.

In an age of neoliberalism, questions about regime perpetuation have
profound implications for the fate of social democracy. The Danish ex-
periment, at heart, is an effort to locate a new equilibrium between
growth and equity appropriate in the postindustrial economy. The
falling productivity growth rates that have accompanied deindustrial-
ization have created a “trilemma” for nations seeking simultaneously to
achieve wage equity, to realize full employment, and to maintain their
fiscal solvency.” In asking firms to reemploy the socially excluded, Dan-
ish policy entrepreneurs hope to solve the trilemma of the postindus-
trial economy and to fix the decommodification traps of the
Scandinavian welfare state. These bureaucrats would match unem-
ployed persons’ skills levels to employers’ job requirements and would
subsidize (by up to 50 percent) firms’ employment of disabled workers
to perform unproductive tasks within the companies. These “win-win”
arrangements would expand employment, reduce government social
expenditures (by getting people off the welfare rolls), allow companies
to fill (with low-wage workers) unproductive positions that were sacri-
ficed in the push for global competition, and maintain wage equality
(because the new low-wage positions are subsidized by the state).

The ultimate success of the Scandinavian model depends on the
state’s ability to build pro-social-policy coalitions of broad majorities;
in effect, they need to construct a new labor-management accord. This
article provides an intimate picture of this process of consensus build-
ing in the Scandinavian welfare state. In the case of active labor-market

*Gosta Esping-Andersen, Three Worlds of Welfare Capitalism (London: Polity Press, 1990); Evelyne
Huber and John Stephens, Development and Crisis of the Welfare State (Chicago: University of Chicago
Press, 2001); Paul Pierson, Dismantling the Welfare State? (New York: Cambridge University Press,
1994).

Bruno Palier, “Beyond Retrenchment,” in Jochen Clasen, ed., What Future for Social Security? (The
Hague: Kluwer Law International, 2001), 105-20.

"Torben Iversen and Anne Wren, “Equality, Employment, and Budgetary Restraint: The Trilemma
of the Service Economy,” World Politics 50 (July 1998).
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policy (ALMP), Danish employers have expectations about the legiti-
mate scope of government that their British peers do not share. Their
social democratic government (in substantial agreement with the other
parties) has demonstrated powerful leadership in shaping employers’
interests in the social policy area; these efforts have been successful in
great part due to the pragmatism and efficacy of the Danish welfare
state. These embedded policy legacies may keep the Scandinavian
model alive, creating continuities in the implementation processes and
structuring patterns of business/government relations, even at moments
when neoliberal sentiments are changing the policy tools and location
of service delivery.

EMPLOYERS AND ACTIVE LABOR-MARKET POLICY

New risks that have challenged contemporary welfare states have initi-
ated this process of social policy transformation. Globalization and
structural unemployment may have created pressures for welfare states
to retrench or at least to cap social spending increases.® The falling pro-
ductivity growth rates that have accompanied deindustrialization have
created a trilemma for nations seeking simultaneously to achieve wage
equity, to realize full employment, and to maintain their fiscal solvency.
Different solutions to the welfare trilemma have different implications
for the future of inequality, growth, and social justice.” Demographic
and family-structure changes have shrunk the worker/dependent ratio,
added to concerns about budget deficits, altered the caregiving struc-
ture, and increased the need for working-age individuals to contribute
to the labor force. The existing structures of the welfare state put into
place during the Golden Age may be ill equipped to handle the chal-
lenges of the postindustrial era.’

These emergent risks have inspired new conceptions of the welfare
state, most prominently, active labor-market and social policies de-
signed to reintegrate the long-term unemployed back into the core
economy, to relieve budgetary pressures on social spending, and to end
social exclusion. With rules about the duration of benefits (“sticks”) and

*Herbert Kitschelt, Peter Lange, Gary Marks, and Stephens, eds., Continuity and Change in Con-
temporary Capitalism (New York: Cambridge University Press, 1999).

?Iversen and Wren (fn. 7); Esping-Andersen, Social Foundations of Postindustrial Economies (New
York: Oxford University Press, 1999); Geoffrey Garrett, Partisan Politics in the Global Economy (Cam-~
bridge: Cambridge University Press, 1998).

1 Esping-Andersen (fn. 5); Huber and Stephens (fn. 5); Duane Swank, Global Capital, Political In-
stitutions, and Policy Change in Developed Welfare States (Cambridge: Cambridge University Press,
2002); Pierson (fn. 5); but see Iversen and Thomas R. Cusack, “The Causes of Welfare State Expan-
sion: Deindustrialization or Globalization?” World Politics 52 (April 2000).
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access to training or to subsidized jobs (“carrots”), these policies seek to
redirect attention toward the socially excluded and toward skills devel-
opment.!! While Fordist-era social plans met the initial training needs
of the core labor force and channeled other individuals into safety-net
programs, the new policies emphasize the importance of renewed skills
development in meeting the challenges of rapidly changing technology
in the postindustrial economy.’? ALMP programs have been described as
“realignments” rather than as “path dependencies” in scaling back social
rights as well as in shifting the goals of social intervention from income
maintenance to employment promotion, from full employment to in-
dividual employability, and from a state guarantee of income to a com-
mitment to invest in social capital.’® These policies typically involve
employers more so than did prior interventions, both because big, uni-
versal state programs are more difficult to fund and because private sec-
tor training and subsidized jobs are considered more likely to lead to
permanent employment than are public options.*

Since the November 1997 Luxembourg Employment Summit, the
European Union has pushed this active model, which has resulted in
substantial similarity among national plans."” Yet cross-national varia-
tion becomes apparent at the point of implementation, which suggests
that this somewhat-neglected aspect of welfare state studies is increas-
ingly responsible for such differences.!® For instance, Denmark out-
spends Britain on active labor-market policies and more successfully
obtains its employers’ participation in the programs.!” These compara-

"' Neil Gilbert, “From Entitlements to Incentives,” International Social Security Review 45, no. 3
(1992); Martin Rhodes, “The Welfare State,” in Rhodes, Paul Heywood, and Vincent Wright, eds.,
Developments in West European Politics (New York: St. Martin's Press, 1997); Hilary Silver, “Policies to
Reinforce Social Cohesion in Europe,” in Jose Figueiredo and Arjan de Haan, eds., Social Exclusion: An
1.0 Perspective (Geneva: ILO Publications, 199), 38-73; Social Ministry, Det angaar os alle (It concerns
us all) (Copenhagen: Social Ministry, January 1999).

2Tain Begg and Jos Berghman, Socia/ Exclusion and Reforming the European Social Model (London:
Sage, 2002).

3Tane Jenson and Denis Saint-Martin, “New Routes to Social Cohesion?” Canadian Journal of So-
ciology 28 (January 2003); Giuliano Bonoli and Hedva Sarfati, “Conclusions,” in Bonoli and Sarfati,
eds., Labour Market and Social Reforms in International Perspective (Burlington, Vt.: Ashgate, 2002);
Layard, Nickell, and Jackman (fn. 1).

4 Per Kongshej Madsen, “The Danish Model of Flexicurity,” in Bonoli and Sarfati (fn. 14), 243~
65; John Martin, “What Works among Active Labour Market Policies,” 0ECD Economic Studies 20
(2000), 92.

> Maurizio Ferrera, Anton Hemerijck, and Rhodes, The Future of Social Europe: Recasting Work and
Welfare in the New Economy (Lisbon: CELTA/Ministerio do Trabalho e da Solidariedade, 2000).

e Michael Lipsky, Street Level Bureaucracy (New York: Russell Sage Foundation, 1981); Seren Win-
ter and Peter May, “Information, Interests, and Environmental Regulation,” Journal of Comparative
Policy Analysis 4 (2002).

"Martin (fn. 15), 85; Helle Holt, En kortlaegning af dansk virksombeders social ansvar (A summary
of Danish firms’ social responsibility) (Copenhagen: Socialforskningsinstituttet, 1998); Mona Larsen
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tive spending figures may not surprise us, given Denmark’s historic
leadership in public spending on all labor-market measures. Yet given
their virtual lack of involvement in previous social programs, it seems
paradoxical that Danish employers would suddenly take this lead in
implementing active labor-market measures. Granted, the employer-
provided benefits still represent only a small portion of the overall social
reforms and Danish employers historically have po/itically supported
social policy to a greater extent than British firms. Nonetheless, the use
of Danish employers to implement active social programs—a core
component of active social policy—diverges profoundly from that na-
tion’s tradition of governmental solutions to social problems.'® Den-
mark’s initiative in the move away from decommodification is also
surprising and has caused critics to fear an attack on the rights of citi-
zenship; nonetheless, the Danish lead in social intervention remains
unchallenged, even in this pan-European move to a liberal reform."”

Several possibilities might explain these puzzling developments.
First, Danish firms may have economic structural characteristics that
make their participation in the social programs more tolerable (or even
beneficial) than it is for their British counterparts. Although managers
generally resist regulations, companies still may support policies that
carry special benefit for them, such as policies that either improve their
market position vis-a-vis their competitors or appease their workers.*’
In an analysis of employers’ preferences, we might anticipate that the
same structural characteristics would shape firms’ preferences in the
two countries, and in accounting for the cross-national divergence, we
might anticipate that Denmark has a greater number of firms with the
salient structural characteristics than does Britain.

Scholarly literature identifies eight economic characteristics that may
influence a company’s preferences for social policies (see Table 1). A
firm’s size might be directly proportional to its participation in social
programs because larger firms are more likely to have preexisting train-
ing programs or to have economies of scale in political action.?! Firms
with lower profits (as a percentage of total sales) might be more likely
to participate in order to obtain access to cheap labor (although it is

and Hanne Weise, Virksombeders sociale engagement (Firms’ social engagement) (Copenhagen: Social-
forskningsinstituttet, 1999), 61-70; Chris Hasluck, The New Deal for Young People, Two Years On
(Sheffield, England: Research Management Employment Service, February 2000), 4.

¥Kim Meller and Erik Rasmussen, “Det sociale partnerskab,” Mandag Morgen, March 1995, 23.

Y Robert Henry Cox, “From Safety Net to Trampoline,” Governance 11 (October 1998), 397-414;
Peter Abrahamson, “Efter velferdstaten: Ret og pligt til aktivering,” Nordisk Sosialt Arbeid 3, no. 18
(1998), 133-42.

2Colin Gordon, “New Deal, Old Deck,” Po/itics and Society 19 (June 1991).

" Mancur Olson, The Logic of Collective Action (Cambridge: Harvard University Press, 1965).
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TABLE 1
HYPOTHESES

Economic Hypotheses

Firms of a larger size are more likely to participate

Firms with higher profits (as a percentage of total revenues) are more likely to participate

Firms with unions are more likely to participate in ALMP programs

Firms with higher expor#s (as a percentage of total sales) are more likely to participate

Firms with higher public sector sales are more likely to participate

Firms with more unskilled blue-collar workers are more likely to participate (to gain
access to cheap labor)

7. Firms with fewer white-collar workers (or more blue-collar workers at all skill levels) are

more likely to participate (to gain skills)
8. Firms with lower average wages are more likely to participate

Policy Feedback Hypotheses

o S S

9. Firms with fewer white-collar workers and lower average wages are more likely to
participate in Denmark (to gain skills)

10. Firms with more b/ue-collar workers and lower average wages are more likely to
participate in Britain (to gain cheap labor)

11. Firms with higher public sector sales are more likely to participate in Britain (but not
in Denmark

Institutional Hypotheses

12. Firms with a larger human resources department are more likely to participate

13. Membership in an association makes firms more likely to participate

14. Firms belonging to corporatist associations are more likely to participate than ones
belonging to pluralist associations; therefore, the association variable should be
significant in Denmark but not in Britain

also possible that more profitable firms could more easily devote re-
sources to social initiatives). Firms with higher percentages of exporzs
might participate in order to gain a source of cheap labor. The presence
of unions within a firm might compel its management to take more so-
cially responsible positions, although unions might also view these pro-
grams as threatening to more standard employment.”? Firms with a
greater percentage of public sector sales may be more likely to support
government policies, either to curry favor or to control their environ-
ment.”* Companies with a higher percentage of unskilled blue-collar

21n Denmark, for example, the national union (LO) was very involved with the development of ac-
tive labor-market and social reforms, but some local union leaders opposed the protected jobs pro-
grams for the disabled because workers moving into protected jobs would lose their worker fund
(A-kasse) benefits (and curb union power); this was resolved in 2002. Interview with LO representative,
June 2001; Jasper Steen Winkel, “Fireparts-krig om det rummelige arbejdsmarked,” Ugebrever Mandag
Morgen 36, October 16, 2000, 5-8.

2 Edward Handler and John Mulkern, Business in Politics (Lexington, Mass: Lexington Books,

1982), 8, 27.
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workers (or their unskilled, service sector worker equivalents) might
participate more in order to gain cheap labor. Firms with a higher per-
centage of blue-collar workers at all skills levels—that is, not white-
collar workers—might participate in order to secure higher skills for
their workforce.? The terms “unskilled” and “skilled” workers designate
both manufacturing and service sector equivalents. Firms with lower
average wages might participate to gain cheap labor.

Theories of corporate preference that rely upon individual firms’
characteristics suffer in that they fail to take into account institutional
differences across settings. In particular, they neglect the differences in
public policy regimes and their divergent impacts on employers’ incen-
tives to engage in the new social reforms.

Thus, a second explanation for the cross-national variations in em-
ployer take-up rates of the new programs (and my core theoretical ar-
gument) is that the Danish and British policies create different
incentives for employers to participate, or have different “feedback ef-
fects.” This argument draws from two somewhat separate theoretical
traditions; taken together, they imply that the essential qualities of
regimes embedded in programmatic design have feedback effects on
employers’ willingness to help implement social programs.

Comparative welfare regime theorists study how policy legacies
shape new social reforms. Each of the three (or four) welfare regime
types embraces a characteristic set of policy tools, beneficiaries, ideolo-
gies, and links between social protections and production.”” Even when
nations are confronted with common exogenous pressures (such as
globalization), their particular regime’s policy legacies influence new
legislative reforms and perpetuate distinctive welfare state trajectories.?
Existing policies mold the construction of constituencies for new welfare
state programs and create “policy ratchet” or “lock-in” effects that de-
fine solutions to new problems. Differences in the links between social
protections and economic production embedded in the regimes have
bearing on the programs’ benefits to the social partners. Regimes have
ideological legacies or interpretive effects: partly related to long-term pat-
terns of party control, citizens over time come to expect certain things
from their welfare states and from government.?” Thus, one finds mu-

' Brian Burgoon, “Globalization and Welfare Compensation,” International Organization 55 (Sum-
mer 2001).

» Esping-Andersen (fn. 5); Francis Castles, Families of Nations (Brookfield: Dartmouth Press,
1993).

2 Swank (fn. 10).

¥ The categorics come from Huber and Stephens (fn. 5). On skills, see Peter Hall and David Sos-
kice, eds., Varieties of Capitalism (New York: Oxford University Press, 2001); Margarita Estevez-Abe,
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tations in the programmatic realization of the ALMP concept that vary
in accordance with these regime distinctions and that mirror the values,
assumptions, deep logics, patterns of discourse, and institutional sup-
ports of each country’s welfare regime.?® The new first- and second-
order changes do not necessarily entail a rejection of the fundamental
goals and values at the heart of the welfare state.”

The study of policy feedback effects on political behavior (found
largely in the American politics subfield) suggests that social policy char-
acteristics influence private sector actors’ engagement with the state; pol-
icy characteristics have an impact on group formation because some
societal actors are advantaged by the policies more than others.*® Pro-
grammatic characteristics, in addition to having resources effects (in
distributing goods), also have interpretive effects (in conveying mean-
ing about the policies to the general public). They influence the mass
public’s perceptions of viable policy alternatives. Consequently, prior
policy choices tend to become locked in, both because changing the
status quo has learning and coordination costs and because policies foster
their own sets of norms and values.?' Furthermore, these characteristics
have ripple effects in shaping constituents’ broader views of government
and their willingness to participate in democratic processes.* Policy feed-
backs also shape employers’ preferences and, as this article seeks to
demonstrate, managers’ capacities to participate in implementation.®

Taking employers’ involvement in implementation as a subset of po-
litical participation, I hypothesize that Danish and British firms’ en-

Iversen, and Soskice, “Social Protection and the Formation of Skills,” in Hall and Soskice; King and
Stewart Wood, “The Political Economy of Neoliberalism,” in Kitschelt, Lange, Marks, and Stephens
(fn. 6).

2 Cox, “The Social Construction of an Imperative: Why Welfare Reform Happened in Denmark
and the Netherlands but Not in Germany,” World Politics 53 (April 2001); Kathleen Thelen, “Histori-
cal Institutionalism in Comparative Politics,” dnnual Review of Political Science 2 (1999); Vivien
Schmidt, “Values and Discourse in the Politics of Adjustment,” in Franz Scharpf and Schmidt, eds.,
Welfare to Work in the Open Economy (New York: Oxford University Press, 2000), 229-309.

#*Hall, “Policy Paradigms, Social Learning, and the State,” Comparative Politics 25 (April 1993).

3 Peter Evans, Dietrich Rueschemeyer, and Theda Skocpol, eds., Bringing the State Back In (New
York: Cambridge University Press, 1985); Margaret Weir, Pofitics and Jobs (Princeton: Princeton Uni-
versity Press, 1992).

3 Pierson, “When Effect Becomes Cause: Policy Feedback and Political Change,” World Politics 45
(July 1993).

32Skocpol, Protecting Mothers and Soldiers (Cambridge: Harvard University Press, 1992); Joe Soss,
“Lessons of Welfare,” American Political Science Review 93 (June 1999), 363-80; Suzanne Mettler,
“Bringing the State Back in to Civic Engagement,” American Political Science Review 96 (June 2002),
351-65; Andrea Louise Campbell, “Self-Interest, Social Security, and the Distinctive Participation of
Senior Citizens,” American Political Science Review 96 (September 2002), 565-74; Staffan Kumlin,
“Institutions—Experiences—Preferences,” in Bo Rothstein and Sven Steinmo, eds., Restructuring the
Welfare State (New York: Palgrave, 2002), 20-50.

3 Cathie Jo Martin, Stuck in Neutral (Princeton: Princeton University Press, 2000); Jacob Hacker,
Boundary Wars (New York: Cambridge University Press, 2002).
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gagement will be conditioned by policy effects from the current reforms
and by legacies from past experiences with state programs. Regime-
driven programmatic distinctions analogous to those perpetuating na-
tional regime trajectories in the legislative arena might influence the
implementation processes through “policy feedback effects.”* To begin
with, regimes construct target constituencies differently: social demo-
cratic programs are usually universally available, while liberal regimes
are more likely to use means-tested eligibility standards. The social
construction of target populations influences both the choice of policy
tools and the arguments used to justify the policies; thus, policies that
benefit “good” and “powerful” populations are more likely to appeal to
the collective good than are those that benefit the “less deserving.”*
While active social policies generally target the unemployed, we might
expect Danish programs to be more universally available than British
ones; consequently, Danish employers should view program recipients
more favorably than should their British counterparts.

In addition, at the programmatic level, links between social protec-
tion and economic production may influence employers’ calculations of
the material costs and denefizs of participation. Because social protec-
tions and economic production are coupled more tightly in coordinated
market economies and Scandinavian welfare states than in liberal sys-
tems, Danish employers should anticipate greater material benefits
from participation than should their British counterparts. Danish firms
should participate in order to upgrade workers’ skills while British firms
should participate in order to obtain either cheap labor or public rela-
tions recognition. The preexisting literacy differential in the Danish
and British workforces (22 percent of British citizens are in the bottom
quintal in skills, yet only 10 percent of Danish workers fall into this cat-
egory) enhance these differences in expectations about the programs’
capacity to develop skills.*®

Finally, regime differences in ideology may aftect how employers as-
sess the welfare state’s efficacy and influence their willingness to partic-
ipate. Over time, employers accept state social policies that they view
as inevitable (especially under long-term, left party domination);¥’

¥ Goodin and Rein rightly point out that some countries with similar regime types differ in their
chosen arena for implementation; yet despite these differences in the arenas of implementation, one
might still observe regime-derived patterns stemming from programmatic choices. See Robert Goodin
and Martin Rein, “Regimes on Pillars,” Public Administration 79, no. 4 (2001).

* Anne Schneider and Helen Ingram, “Social Construction of Target Populations,” American Polit-
ical Science Review 87 (June 1993), 334-47.

*OECD Statistics Canada, Literacy in the Information Age (Paris: OECD, 2000), 136.

7Hacker and Pierson, “Business Power and Social Policy,” Po/itics and Society 30 (June 2002).
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however, experience with the government agencies that administer the
policies also shapes participants’ attitudes toward the state, because the
agencies represent a microcosm of government.’® These cumulative ex-
periences form distinctive regime legacies and are observable in cross-
national distinctions in beliefs about governmental capacities and
legitimacy.

We can expect administrative legacies to enhance Danish firms’
greater willingness (than their British peers) to participate in govern-
ment programs because universal welfare states (such as those found in
Scandinavia, where citizens feel that they are treated equally) generate
higher levels of trust in government than do liberal regimes.* In addi-
tion, Denmark has a tradition of strong local government dating back
to at least the nineteenth century; Danish municipalities have long ex-
erted enormous control over social programs and thus have provided
citizens with a greater sense of self-determination.*® By contrast, the
British party system theoretically allows the ruling party complete con-
trol over legislative initiatives; consequently, regime change often en-
tails brave new initiatives that have little cross-partisan appeal, minimal
societal input, and not much local control.*! Accordingly, while the
Danish programs have been implemented with considerable local com-
munity input and initiative, the British New Deal has been seen very
much as a national brainchild of the Blair administration. One might
anticipate that a Danish local government official would feel ownership
over an activation project in a manner not shared by her British coun-
terpart. Thus, due to their past and current experiences in administer-
ing agencies, Danish firms should regard the administration of the
plans more highly than should British firms.

Ideological differences over the scope and efficacy of government
may also influence the strategies used by government actors to obtain
employer participation. While social democratic regimes value norms
of social solidarity, liberal regimes refer to market externalities to legit-
imate government interventions. Thus, we should expect the social
democratic Danish state to make different types of appeals to employ-
ers than should the liberal British state.

3#Soss (fn. 32).

¥ Rothstein, Just Institutions Matter (New York: Cambridge University Press, 1998).

“Tim Knudsen, “State Building in Scandinavia,” in Knudsen, ed., Welfare Administration in Den-
mark (Copenhagen: Publikationscentralen, 1991); Jergen Goul Andersen, “The Scandinavian Welfare
Model in Crisis?” Scandinavian Political Studies 20, no. 1 (1997); Jergen Grennegird Christensen,
“The Scandinavian Welfare State,” Scandinavian Political Studies 20, no. 4 (1997).

4R, A. W. Rhodes, “Traditions and Public Sector Reform,” Scandinavian Political Studies 22, no. 4
(1999).
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The institutional processes of business-government relations offer a
third explanation for the differences in the take-up rates by Danish and
British firms. Especially under conditions of bounded rationality, the
institutional settings in which companies receive information and de-
liberate on political matters influence employers’ perceptions of their
social interests.*? It seems plausible that Danish firms’ institutional
traits may make them more likely to enlist than British firms, or that
the institutional context of policy implementation differs across
regimes.

These relevant institutional characteristics may pertain to internal
company structures for processing public policy; for example, U.S. firms
that have a government affairs office have been shown to be more sup-
portive of government intervention than those that do not.** While
most European firms lack government affairs offices, the size of a pro-
fessional human resources department may be an important determinant
of employers’ support for social programs.** Alternatively, the relevant
institutional characteristics may pertain to the external networks for
firms; thus, a company’s membership in an employers’ association may
largely determine its position on social policy. In either case, we might
anticipate that the same institutional characteristics would shape firms’
preferences in the two countries and that a greater number of Danish
firms possess these characteristics.

It is also possible that the benefits of membership in an employers’
association differ in the two countries, because corporatist employers’
associations found in Denmark offer greater incentives for collective ac-
tion toward shared social goals than pluralist British organizations.
When employers are organized into corporatist groups, they may be
more likely to favor social policies; corporatist organizations also in-
crease the state’s capacity to build support for and to secure compliance
with its initiatives.®® Tripartite negotiations through the system of Dan-
ish corporatism have created a legacy of social partnership in overseeing
labor-market programs (for insured workers); therefore, although firms
have had no prior involvement with the social realm (for the unin-
sured), the corporatist channels might be replicated to bring them into

42Paul DiMaggio and Walter Powell, eds., The New Institutionalism in Organizational Analysis
(Chicago: University of Chicago Press, 1991).

“Martin (fn. 33).

“John McCartney and Paul Teague, “Workplace Innovation in the Republic of Ireland,” Economic
and Social Review 28, no. 4 (1997).

#Cathie Jo Martin and Swank, “Does the Organization of Capital Matter?” American Political Sci-
ence Review 98 (November 2004); Streeck, Social Institutions and Economic Performance (Beverly Hills,
Calif.: Sage, 1992).
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REINVENTING WELFARE REGIMES 53

this new area.* Thus, membership in a business association might be a
significant determinant of preference in corporatist Denmark but not
in pluralist Britain.

PROGRAMMATIC VARIATIONS IN DANISH AND BRITISH
SOCIAL POLICIES

The Danish and British plans appear to be remarkably similar in the
time limits they set on the receipt of passive benefits (six months for
youth and one year for adults), in the recipients’ compulsory participa-
tion, and in their outreach to firms.*” With ALMP, Denmark greatly re-
duced access to unemployment insurance, largely by imposing time
limits and obligations to work. In his “fuzzy membership scores,” Kvist
moved Denmark from .98 in the accessibility of unemployment bene-
fits in 1990 to a .53 ranking in 1998, similar to Britain’s score of .52.%
Both countries asked firms to offer subsidized jobs and training. While
training historically had been provided by the state in Denmark, active
policies encouraged firm-based training; in Britain, training choices
had been considered the responsibility of the individual since the rejec-
tion of more activist state measures in the 1970s, but the Blair reforms
reassigned the government some responsibility for ensuring training.*
State subsidies paid to employers for hiring the unemployed have been
similar—about 50 percent of wages in Denmark and 54 percent in
Britain.>®

Beyond these similarities, the Danish and British active labor-market
and social plans diverge as anticipated (see Table 2). First, in keeping
with social democratic values, the Danish plans serve a more universal
constituency by offering jobs to the unemployed disabled for whom no
rehabilitation is possible. With these protected jobs, the state has effec-
tively developed subsidized minimum-wage employment that helps

*Jesper Due, Jorgen Steen Madsen, Carsten Stroby Jensen, and Lars Kjerulf Petersen, The Survival

of the Danish Model (Copenhagen: DJOER Publishing, 1994).

¥’ Department for Education and Employment, United Kingdom Employment Action Plan (London:
DFEE, 1999); Labor Ministry, Danmarks Nationale Handlingsplan for Beskaeftigelse 1999 (Danish na-
tional action plan for employment 1999) (Copenhagen: Arbejdesministeriet, May 1999).

*Jon Kvist, “Conceptualisation, Configuration and Classification” (Manuscript, Socialforsknings-
institut, 2004).

#King and Mark Wickham-Jones, “Training without the State,” Po/icy and Politics 26, no. 4 (1998).

3*Organisation for Economic Co-operation and Development (OECD), “Statistical Annex,” in
OECD, Employment Outlook 2004 (Paris: OECD, 2004), 320, 327; Niels Westergaard-Nielsen, “Danish
Labour Market Policy: Is It Worth 1t?” (Working Paper 01-10, Centre for Labour Market and Social
Research, Aarhus, Denmark, November 2001); Brian Bell, Richard Blundell, and John van Reenen,
“Getting the Unemployed Back to Work: The Role of Targeted Wage Subsidies,” International Tax
and Public Finance 6 (1999), 345.
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firms hire for unproductive tasks within the company and retain dis-
abled workers otherwise headed for early retirement.”! Alternatively, re-
flecting liberal regime assumptions, the British plans have served a
more targeted population—long-term unemployed adults and youth—
and have created only a small pilot program to address the needs of the
disabled.

Second, the plans’ benefits differ, especially in how much they con-
tribute to skills development. Denmark spends more both on ALMP
(1.58 percent of its 2000 GDP, compared with .37 percent of Britain’s
2000 GDP) and on training for unemployed adults (.67 percent of its
GDP, compared with Britain’s .04 percent).’? The Danish plans for the
long-term unemployed are closely linked to general state training pro-
grams for low-skilled workers; for example, job rotation schemes allow
firms to use state subsidies to hire the long-term unemployed while
their own employees receive skills training.>® By contrast, British pro-
grams, not surprisingly, have significantly less connection to skills de-
velopment because public training resources have been limited since
Thatcher’s time and labor-market policy has been conceived of as a
residual service for the unemployed.”*

Third, the two countries, in keeping with their respective regime
types, differ in their state ideological appeals to employers and plan ad-
ministrators. Danish government policy entrepreneurs urged employ-
ers to satisfy their own long-term self-interests by working to advance
collective economic and social interests; they linked a new economic for-
mula for ending unemployment called the “encompassing labor mar-
ket” (an economy that can be expanded to bring the socially excluded
into its fold) to the collective social goal of ending social exclusion. The
government also urged firms to identify unproductive tasks within the
production process that people with subsidized protected jobs (available
to individuals with reduced skills) could handle, and the state would
then pay one-third to one-half of their wages. These new low-wage
positions offered companies value by helping them with otherwise

$1Teknologisk Institut, Fleksjob pi fremtidens arbejdsmarked (Flexjobs in the labor market’s future)
(Aarhus, Denmark: Teknologisk Institut, May 2000), 11.

520ECD (fn. 50), 320, 327.

53 Arbejdsmarkedstyrelsen (Labor Market Administration), Midrvejsstatus for handlingsplan til
fremme af privat jobtraening (The midpoint status of the plan to promote private job training) (Copen-
hagen: Arbejdsmarkedstyrelsen, March 16, 2000); Hans Bach and Anne-Birte Kylling, “New Partner-
ship for Social Cohesion: The Danish Partnership Concept” (Copenhagen: Socialforskningsinstitutted,
Mix\}\?ogoii),‘ “Labour Market Regimes under Threat?” in Pierson, ed., New Politics of the Welfare State
(New York: Oxford University Press, 2001), 394-98; King and Rothstein, “Institutional Choices and

Labor Market Policy,” Comparative Political Studies 26, no. 2 (1993), 147-77. Blair has more recently
tried to do more on skills development.
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difficult-to-complete tasks, reduced state spending (because the com-
panies paid one-half to two-thirds of the wage), moved the long-term
unemployed into the core economy (and thus reduced social exclusion),
and maintained wage equality because the wages were subsidized by the
state. Thus, the Danish experiment aimed to create more efficient social
benefits, to revise social protections to meet the needs of the new econ-
omy, and to ameliorate long-term unemployment and social exclu-
sion.”® British state officials used a very different ideology—the
language of markets—to sell their programs and advocated “demand-
led” strategies to tailor the programs to private-market needs. With this
liberal welfare state strategy, firms were told that job seekers would be
made “job ready,” and personnel promised to tailor the skills of the po-
tential workers to the needs of individual sectors.”®

Danish and British bureaucrats used different mechanisms to mobi-
lize employers to join the effort. The Danish Social Ministry decided
not to spend resources on a big media campaign; instead, it reached out
to bring firms into the social policy project with two diverse national
strategles: expanding corporatist ties with the peak associations to the
social arena and mobilizing firms directly with the creation of the “Na-
tional Network of Firms.” Initial efforts to involve the organizations in
social policy deviated from the status quo, because government had re-
sponsibility over beneficiaries of social assistance. The subsequent out-
reach to individual firms marked an even greater deviation, because it
was seen as undermining traditional corporatist channels. An industry
respondent explained, “DA and DI didn't like the firms getting involved
with the ministry; they were worried that there would be anarchy. Indi-
vidual firms could give all sorts of opinions, with one firm saying one
thing and another firm saying another. But the associations speak with
one voice for all business.”’

By contrast, the Blair administration did organize an expensive media
campaign and held breakfast meetings at 10 Downing Street with CEOs
of major firms to advertise the New Deal. It also created the New Deal
Task Force to solicit employer input on program design and to encourage
private voluntary participation. Although the administration made
some overtures to the Confederation of British Industry and other
groups, the business mobilization efforts largely worked outside of the
formal employers’ associations. As one high-ranking official at No. 10
put it, “We tried to work with business, but they just weren't organized.”

3 Teknologisk Institut (fn. 51).
* Interviews with government policymakers, January and April, 2001.
57 Interview with industry respondent.
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Denmark and Britain spend about the same on their public employ-
ment services (1.2-1.3 percent of GDP), but the two countries’ bureau-
crats created different types of administrative innovations to further
their social projects.® The Danes merged social and labor-market pol-
icy into a new employment ministry with control over both the insured
workers (previously the domain of the old labor ministry) and the unin-
sured workers (previously the domain of the old social ministry). They
have also constructed new institutions very much along the lines of
labor-market policy for the socially excluded. A recently enacted law
now requires each municipality to form a corporatist committee of rep-
resentatives from business and labor to oversee social policy in the com-
munity. Dansk Arbejdgiversforening (DA) is responsible for selecting
company participants to sit on these local social coordination commit-
tees. In addition, many municipalities have hired “firm consultants” to
visit firms and identify potential protected jobs.

The British government reorganized the old job services and sought
to raise confidence in the programs by transferring many tasks (espe-
cially those related to preparing New Dealers for work) to private in-
termediaries. A smaller pilot project, the Large Organizational Unit of
the Employment Service, was developed to create account managers
within the public sphere to handle vacancies within firms.

PoLicy FEEDBACKS ON EMPLOYERS VIEWS OF
ACTIVE SOCIAL PROGRAMS

Interviews with British and Danish employers confirm that differences
in both programmatic design and patterns of implementation have had
an impact on employers’ willingness to participate. First, as anticipated,
employers in the two countries perceived the program constituents quite
differently. While 53 percent of the British firms declined to participate
due to negative views of the unemployed, only 20 percent of the Danish
companies offered this as a reason for nonparticipation (see Table 3).
Many Danish companies viewed the unemployed as a reasonable
source of labor even though—as one manager explained—it might
“take a bit longer to make sure that these workers can do OK.” Nega-
tive views of the unemployed propelled some firms to participate, out
of their irritation at seeing “people on unemployment sit around and
smoke cigarettes and play the guitar.” Yet 53 percent of British firms
viewed the socially excluded as “unemployable,” reporting that “most

S OECD (fn. 50), 320, 327.
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TABLE 3
EMPLOYERS’ RESPONSES TO THE DANISH AND BRITISH PLANS

Denmark Britain
Plan 50% thought that the plan 13% thought that the plan involved
involved firms in a new way firms in a new way (while most

said the plans constituted “old
wine in new bottles”)

Views of 20% did not participate because 53% did not participate because of
clientele of negative views of the negative views of the unemployed
unemployed (that they were unemployable)
Benefits/ 36% did not participate because 53% did not participate because
skills they needed workers with they needed workers with
higher skills higher skills
Labor 31% participated to help with 22% participated to help with their
needs their labor needs labor needs
Subsidies 38% reported that subsidies eased ~ 10% reported that subsidies
their participation eased their participation
Political 9% participated due to political 31% participated due to political
pressures pressures pressures
9% reported that their CEO alone  31% reported that their CEO alone
made the decision to participate ~ made the decision to participate
Social 51% participated out of feelings 26% participated out of feelings
responsibility of social responsibility of social responsibility
Administration 40% reported vigorous outreach 27% reported vigorous outreach
by the state by the state
18% of participants claimed that ~ 41% of participants claimed
the government was not that the government was not
responsive to their problems responsive to their problems
4% did not participate because 20% did not participate because
their firm was not asked their firm was not asked

30% did not participate because the
program was poorly conceived
or run (too bureaucratic, cos-
metic, no follow-through)

people with good attitudes are not on the New Deal programs” and
that “managers don’t want these people . . . the hard core that don’t
want to work.”” Although many firms ultimately had good experiences
with workers, their initial reservations reflected the social construction
of the target group.

*Interviews with managers, March 1, 2001; March 13, 2001; and April 26, 2001. It is also possible
that this reflects Britain’s more daunting social problems. Yet in pilot projects in which the New Deal

programs have been connected to serious training efforts, employers have been satisfied with the skills
of the clientele, even in the worst inner city areas.
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Second, British and Danish firms estimated the material denefizs of
the plans quite differently, especially in the plans’ contributions to skills
development. While 53 percent of British firms reported that they did
not participate due to higher skills needs, only 35 percent of the Danes
offered this as a reason for nonparticipation and, in fact, many Danish
employers offered skills development as an important reason for partic-
ipation. Many Danish companies sent unskilled workers to an “indus-
trial operator” course and participated in job rotation schemes to this
end, hiring the subsidized, long-term unemployed while their employ-
ees sought training.

British respondents felt, by contrast, that the New Deal programs
did little to address the pressing skills gap problem and repeatedly com-
plained about the insufficient investment in education and training.
One manager exhorted government to deliver “basic competencies” and
another claimed the Blair government was “going through the motions
but [could not] address the fundamentals.”® Thus, managers shared the
academic critique of the New Deal—that the programs aimed to erad-
icate unemployment without actually enhancing skills. Because the two
countries’ plans had a perceived differential impact on skills develop-
ment, British and Danish firms viewed the programs’ contribution to
the labor supply differently; 31 percent of Danish firms offered labor
shortages as a reason for participating, compared with only 22 percent
of British firms.®' Danish firms believed that participating in the pro-
grams provided tangible benefits; accordingly, they were more likely to
view the subsidies as easing their participation (38 percent) than were
the British firms (10 percent). Although the value of the subsidies was
very similar in both countries, British firms did not believe that the
subsidies compensated for the hassles of participation; Danish firms, by
contrast, viewed the support as allowing them to pursue their social re-
sponsibility.t2

Consistent with the programs’ tenuous link to skills, many more
British employers (31 percent) than Danish ones (9 percent) attributed
their participation to the political benefits of responding to government
pressures. One British manager reported that the local employment
center acknowledged the project’s political salience in urging, “You
don’t need to take anyone, but would you just sign up?” Another re-

“Interviews with managers, January 26, 2001; January 31, 2001; February 1, 2001; June 11, 2001;
and June 13, 2001.

81 Danish companies could develop protected jobs for their own workers at the risk of unemploy-
ment (due to reduced working capacities), but few employers used the jobs only for this group.

2 Interviews with managers, December 12, 2000; January 26, 2001; and February 20, 2001,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




REINVENTING WELFARE REGIMES 59

called, “The incentive was largely political. It was something that the
government was trying to promote and as we have a number of rela-
tions with the government in our business, we thought that it was a
sensible thing to do.” Yet another firm reported that its close ties to the
Ministry of Defense made it feel “obliged to support a new and very
key program for the Blair government.” One firm signed up for the
New Deal as part of its application to a local board to secure permits to
build an airport. By contrast, almost no Danish firms listed appease-
ment of the then-ruling social democratic party as a motive for partic-
ipation; in fact, even since the right gained power in 2001, there has
been little change in the programs.®

Related to this pattern of top-down political pressure, 31 percent of
British firms identified their CEO as the driving force behind their firm’s
involvement in the New Deal, whereas only 9 percent of the Danish
firms made a similar claim regarding their involvement in their nation’s
programs. Blair invited many of the sample’s CEOs to Number 10
Downing Street to hear presentations about the New Deal. One re-
spondent recalled, “The first anyone in the company heard about the
CEO’s interest [in participating in the New Deal] was from reading
about it in the press.” Another British manager blamed the government
for misunderstanding corporate chains of command: “The government
doesn’t talk to the right people either. They come and talk to the chair-
man or the CEO, but they also need to talk to the people who will have
to make it happen.”

By contrast, Danish employers were more likely to attribute their
participation to social responsibility. While managers from both coun-
tries agreed that firms should assume social responsibility, only about
one-fourth of the British firms mentioned it as a motivational factor in
participation, compared with about one-half of the Danish managers
surveyed. Yet some Danish firms objected to the programs’ erosion of
state responsibility: “The company pays so much tax, it should be re-
lieved of the obligation to take care of these people.” Many British re-
spondents refused to participate because their firms were moving away
from the conception of “paternalistic” responsibility for their workers’
social lives and from policies that undermine the principle of “the sur-
vival of the fittest.”

Third, British firms expressed greater ideological skepticism about
state capacities than did Danish firms, a sentiment partly shaped by

“ Interviews with managers, January 29, 2001; March 1, 2001; April 4, 2001; and June 13, 2001.
**Interviews with managers, January 31, 2001; and May 3, 2001.
6 Interviews with managers, January 26, 2001; March 12, 2001; and April 24, 2001.

—
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their experiences with the plans’ administration. While 40 percent of
Danish firms reported vigorous outreach by the local employment serv-
ices, only 27 percent of the British firms were approached. Of firms
needing to contact their municipality or labor-market agency, 74 per-
cent of the Danes found their municipality or agency to be responsive,
compared with only 47 percent of the British firms. British employers
also felt that the programs differed little from previous government ef-
forts to reduce long-term unemployment, describing the programs as
merely “old wine in new bottles.” While 50 percent of the Danish em-
ployers believed that the government was asking business to engage in
the social arena in a new way, only 13 percent of the British firms felt
similarly. One British manager reported that “job centers were slow to
react to the company call for vacancies,” while another complained of
“absolutely no follow-up” in referrals once the program was imple-
mented. Many felt that the job center screened candidates inade-
quately: “We saw a lot of young people who didn’t know why they were
there, didn’t know what the job was, hadn’t had any Gateway, and
hadn't received any help in the interviews.” Some New Deal pilot pro-
jects, including the Large Organization Unit and some private sector
intermediaries, earned greater praise.®

Danish firms criticized the programs less than did their British
counterparts. While some Danish employers felt that the clientele sent
by the municipality lacked skills suitable to their needs and described
state efforts as “heavy-handed,” others found local governments to be
“very well-prepared and helpful” or the job exchanges for insured work-
ers (AF) to be great in helping firms “to figure out the bureaucracy.”
Some managers recalled municipal social workers’ Herculean efforts to
bring recipients to the workplace. The creation of a company consul-
tant (virksombeders konsulent) position within the local government
seemed especially important in easing company involvement with ac-
tive social policy. In some municipalities, firm consultants held regular
sessions at the large companies to evaluate problematic employees’
needs and to give advice about state programs available to meet those
needs. Danish employers also rated governmental mobilization strate-
gies more highly than did their British counterparts, as many firms
cited local social coordination committees and regional networks of
firms as crucial to their interest in the active programs.®’

¢ Interviews with managers, January 23, 2001; March 16, 2001; June 4-5, 2001; June 12-13, 2001,
and June 30, 2001.

57 Interviews with managers, November 7, 2000; December 12, 2000; December 22, 2000; February
20, 2001; March 26, 2001; April 19, 2001; April 24, 2001; May 29, 2001; and December 20, 2001.
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DETERMINANTS OF FIRMS” PARTICIPATION IN
ACTIVE SOCIAL PROGRAMS

Empirical tests of the causal determinants of employers’ participation
in the two countries evaluate the policy feedback hypothesis: for the
hypothesis to hold true, different company characteristics should deter-
mine participation in Denmark and Britain because the two nations’
plans offer divergent benefits. Structured, one-to-two-hour interviews
with human resources officers or CEOs at fifty-two British firms and at
fifty-five Danish ones (out of a randomly selected sample of two hun-
dred firms) provide some of the data.®

Two separate but parallel firm-level comparisons (comparing firms
within a country but not between countries) made it possible both to
isolate significant causal factors driving firm behaviors in each country
and to compare significant variables across countries. The cases were
chosen to match countries at comparable stages of active labor-market
policy formulation and with similar employment conditions, but with
different welfare regimes. Both Denmark and Britain developed active
social policies early, as their countries’ respective initiatives predated the
November 1997 Employment Summit in Luxembourg and had been
in place long enough to evaluate employers’ responses. In both coun-
tries, governments controlled by left-center parties made strong com-
mitments to the programs. Despite differences in size, skills levels, and
production strategies, the two countries had the highest rates of em-
ployment among EU nations. In both countries, manufacturing and
services constitute 25 percent and 71 percent of the economy, respec-
tively, although Denmark has slightly more social service workers and
Britain has more producer services employees. While we might expect
British skills needs to be less than Danish needs, skills development
and training have been prominent topics in Britain.®

The dependent variable was operationalized as a firm’s participation
in the active labor-market and social programs identified in two coun-

%The sample was randomly drawn from the Danish Borsen top five hundred list of cmployers in
Denmark and the British Financial Times list. Active companies were more likely to meet than inactive
ones, which created some sclection bias; yet some inactive firms met to Icarn more about the policies
while some activists declined to meet. Visits to corporate headquarters were primarily made between
November 2000 and June 2001; the Danish interviews were largely conducted by the author in
Danish. Interview data were supplemented with Amadeus Company Reports and the firms’ annual
rep‘gr(r;(;mmission of the European Communities, “Employment Package I: Commission Adopts Draft
Report on Member States Employment Policies,” R4r10 (Scptember 1999); Organisation for Eco-
nomic Co-operation and Development (OECD), Employment Outlook (Paris: OECD, June 2000). Con-

federation for British Industry and Trades Union Congress, “The UK Productivity Challenge,”
http://www.tuc.org.uk/economy/tuc-3928-fo.cfm2001 (accessed Summer 2002).

—
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TABLE 4
FIRM PARTICIPATION IN ACTIVE SOCIAL POLICIES IN DENMARK

Answer Value Frequency  Percent

Formal participation in job training or protected jobs

program (full-blown social partnership) 5 i) 35
Some limited involvement (a few placements or the firm

signed on without much participation) 4 18 33
Very limited involvement (a line manager somewhere

in the firm may have possibly made a hire or the firm

may participate in the future) 3 1 2
Neither participation nor political support (but no

ideological opposition) 2 12 22
No participation (ideological opposition) il 5 9
Total 55 100

tries’ National Action Plans.” The dependent variable measuring firms’
participation in the programs consisted of a scale, moving from a posi-
tion entailing full participation to a position ideologically opposed to
involvement. Tables 4 and 5 report values of the dependent variable.
The economic independent variables were operationalized as fol-
lows. The size variable identified the firm’s total revenues (in 100 mil-
lion kroner for Denmark or 100 million pounds for Britain), the profits
variable measured the annual net profit divided by total sales, and both
were taken from Amadeus Company Reports. The exporss variable, which
measured the percentage of total sales devoted to exports, was derived
from firm-provided data. The unions measure was a dummy variable that
reported the presence of unions. The variable that estimated public sec-
tor sales represented the share of total revenues taken up by sales to the
public sector, as reported by the firm. The variables that measured uz-
skilled blue-collar workers and white-collar workers were derived from
data provided by the company and identified the percentage of these
types of employees in the workforce. Amadeus Company Reports pro-
vided the estimate of average wages (in increments of ten thousand). The
human resources institutional variable estimated the number of workers in
a firm’s HR department and the association variable specified membership
in a peak or sector employers’ association, as reported by the company.
An OLS regression method was appropriate for estimating the hypothe-
ses because of the interval-level quality of the dependent variable.”

" Department for Education and Employment (fn. 47); Labor Ministry (fn. 47).
7t Barbara Tabachnik and Linda Fidell, Using Multivariate Statistics (New York: Harper and Row,
1989), 7-9.
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TABLE 5
FIRM PARTICIPATION IN ACTIVE SOCIAL POLICIES IN BRITAIN

Answer Value Frequency — Percent

Formal participation in job training or protected jobs

program (full-blown social partnership) 5 13 25
Some limited involvement (a few placements or the firm

signed on without much participation) 4 8 15
Very limited involvement (a line manager somewhere

in the firm may have possibly made a hire or the firm

may participate in the future) 3 3 6
Neither participation nor political support (but no

ideological opposition) ) 7 52
No participation (ideological opposition) 1 1 2
Total 592 100

Hours of interviewing indicated that the firms truly were distributed
along an ordinal scale with interval qualities.

At the time of the survey, 68 percent of the Danish firms were en-
gaged in subsidized jobs and training programs for the long-term un-
employed, while 40 percent of British firms were involved to some
extent in parallel programs. The findings confirm the importance of
regime-driven, policy feedback effects on firms’ participation in the ac-
tive social initiatives. The regression analyses demonstrate that the eco-
nomic and institutional independent variables performed quite
differently for the two countries and suggest that, as anticipated, Dan-
ish and British firms participated for different reasons. The institutional
context of the regimes also contributed to their diverse patterns of en-
gagement, as the association variable had very different effects in the
Danish and British studies.

Why did this variation occur in the performance of the variables?
First, in the Danish study, there are three significant economic control
variables: size, average wages, and white-collar workers. A decrease in
revenue size from 200 to 100 million kroner produces a .0085-point
increase in participation (a substantively small effect), while a 10,000
kroner (about $1200) decrease in average wages produces a .074-point
increase, and a 10 percent decrease in white-collar workers produces a
.15-point increase. In addition, the association institutional variable has
a significant impact on the dependent variable: joining an association
produces just over a two-and-a-half-point increase in participation (see

Table 8).
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TABLE 6
DESCRIPTIVE STATISTICS (DENMARK)

Variable N  Minimum Maximum Mean Standard Deviation
Jobs (scale) 55 1 5 3.62 1.394
Size (in kroner) 55 118,000,000 24,154,000,000 3,041,960,000 4,892,718,000
Profits (%) 54 7 26 3 4.7
Exports (%) 592 0 100 44 S
Unions (scale) 55 0 2 1.84 42
Public sector

sales (%) 5l 0 75 6.4 14
Wages

(inkroner) 54 208,492 580,704 333,187 88,542
White-collar

workers (%) 54 3 100 51.35 27
Human

resources (#) 52 1 60 9 11
Association

(scale) 55 1 2 1.89 31

The regression analysis of the British study finds that three eco-
nomic independent variables—szze, public sector sales, and unskilled blue-
collar workers—have a statistically significant effect on the dependent
variable. A 10 percent increase in public sector sales produces a .4-point
increase in participation and a 10 percent increase in unskilled blue-collar
workers produces a .15-point increase, but an increase in size from 100
to 200 million pounds in revenue produces only a .0075-point increase.
The data also support the importance of institutional factors to com-
panies’ engagement. Firms with larger human resources departments
were significantly more likely to participate than those with fewer HR
personnel: a 10-person increase in HR staff produces a .03-point in-
crease in participation. Oddly, membership in an association was nega-
tively associated with participation.

The regression analyses, thereby, confirm the policy-feedbacks
hypotheses for each country. In Denmark, firms with blue-collar work-
ers of all skills levels are significantly more likely to participate in order
to obtain both training benefits and access to a new labor pool. That
these firms are not currying political favor (but rather are trying to meet
labor needs) is confirmed by their less visible status: participating firms
are significantly smaller than nonparticipating companies and, although
this figure is not significant, these firms actually have fewer sales to the
public sector.
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TABLE 7

DESCRIPTIVE STATISTICS (BRITAIN)

65

Variable N  Minimum Maximum Mean Standard Deviation
Jobs (scale) 52 1 5 3.10 1538
Size (in pounds) 52 2,000,000  28,687,000,000 2,979,030,000 5,720,000,000
Profits (%) 51 -54 33 7 13
Exports (%) 51 0 98 21 325
Unions (scale) 52 1 2 1552 55
Public sector

sales (%) 49 0 75 6 12
Wages

(in pounds) 49 7,900 101,000 27,865 14,623
Unskilled

blue-collar

workers (%) 52 0 82 25 26
Human

resources (#) 51 1 900 7 188
Association 51 .00 1.00 9 3

(scale)

By contrast, British companies with the very least skilled blue-collar
workers (and their service sector equivalents) are significantly more
likely to participate as expected, in keeping with their desire to gain ac-
cess to cheap labor or to gain political benefits from the Blair adminis-
tration. Since many employers reported signing up for political reasons,
it makes sense that larger (more visible) firms and those with higher
public sector sales would participate the most. That the average wages
variable was not statistically significant in the British study also reflects
that a sizable proportion of participating firms engaged for political
reasons. Large, visible participating firms in the media and defense in-
dustries, for example, had fairly highly skilled and well-paid workers,
which dampened the performance of the average wages variable.

The findings also support the contrast between corporatist and plu-
ralist groups: association membership brings firms to participate in
Denmark but works against participation in Britain, which is some-
what surprising in that one would expect association membership to
have no effect. Yet joining a trade association in Britain constituted
something of an alternative to developing a large, professional human
resources department. Firms with developed HR departments tended to
be much better informed about the programs, in part because the alter-
native—membership in the association—offered so little information
about active social policy.
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TABLE 8
OLS REGRESSION ANALYSES OF DANISH AND BRITISH FIRMS

Denmark Denmark Britain Britain
Variables B Beta B Beta
(standard error) () (standard error) ()
Size —-.0085* -.31 .0075* 27
(.00) (-2.41) (.00) (2.09)
Profits —4.54 =115 1.92 A5
(3.61) (-1.26) (1.89) (1.01)
Exports -.0009 -.02 -.002 -.06
(.005) (-.18) (01) (-.42)
Unions -1.06 =39 -.06 -.002
(.54) (-1.96) (.37) (-.02)
Public sector sales -.02 =l .04 .39
(.01) (-1.84) (01) (2.93)
Average wages U -.48 —.11 =403
(.02) (-3.68) (.12) (-.93)
Unskilled blue-collar 1015 .30
workers (.01) (2.03)
White-collar workers =.015* -.28
(.01) (-2.21)
Human resources (.007) .06 .003* .26
(.02) (.46) (.001) (1.99)
Association RS~ 51 -1.21* -.30
7)) (3.65) (.59) (=2.1)
Constant 4.36 3.32
(1.45) (2.99) (.85) (3.92)
Number of 43 44
observations
R? .62 48
Standard error 1.02 1.04

*Significant beyond .05 level, **significant beyond .01 level, **significant beyond .001 level; two-tailed
tests

CONCLUSION

Governments across Europe have converged in embracing active labor-
market policies to recast social protections in the postindustrial age.
Consequently, country differences in the implementation of active pro-
grams may well represent the greatest source of cross-national variation
in future social programs and may be a major factor in the relative suc-
cesses of diverse regimes in adapting social policy to the new economic
environment. For example, despite shared conceptions of active social
policy and comparable subsidies for the programs, Denmark and Great
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Britain have diverged in the programmatic details of their plans and in
the rates of implementation by employers. Denmark devised an active
social policy to maximize the economic contribution of the socially ex-
cluded and to enhance the economic benefits derived by firms, while
the British plans largely neglected skills development. In addition, the
Danish plan set out to change the rules of the welfare game by redraw-
ing the labor market, deviating from the social democratic tradition of
state-provided service in seeking business implementation of the pro-
grams, and renegotiating business-government boundaries in the social
policy area. Despite the plan’s deviation from the status quo, Danish
firms have participated in the social programs in record numbers; they
have offered training and work trials for the long-term unemployed,
created permanent special jobs for individuals with reduced working
capacities, and generally responded to the government’s cry for help in
ending social exclusion.

This article suggests that the comparatively positive response by
Danish employers reflects the policy feedback effects on implementa-
tion. The plans’ programmatic details offered Danish employers greater
incentives to participate and the legacies embedded in the implementa-
tion process gave them greater confidence in their government’s capac-
ities than it did their British counterparts. Danish firms with a
blue-collar, low-paid workforce were significantly more likely to partic-
ipate in order to expand the labor supply and to enhance their flexibil-
ity with even the least-skilled workers. In comparison, despite
historically providing many job-based benefits, British employers were
more wary about the new reforms, although the lowest-skilled firms
and those with greater sales to the public sector were significantly more
likely to participate in order to gain access to cheap labor and to win
public relations kudos, respectively. Accordingly, the Danish state man-
aged to muster considerable coalitional support for rather profound
change, while the British government ultimately achieved little move-
ment from the status quo and failed to inspire much enthusiasm among
those asked to implement the programs.

These findings have implications for how regimes are perpetuated,
even as their historical forms change. At points of radical restructuring,
these regimes may stay true to their underlying assumptions about so-
cial protection; these assumptions persist in the programmatic design
of policies and have an impact on the processes of implementation. The
findings demonstrate the limits of ideas as a causal variable: while new
conceptions may motivate broad temporal shifts in welfare state provi-
sion, at points of convergence, reform ideas may not be particularly
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salient to continuing cross-national distinctions. Processes of imple-
mentation thus may bring new ideas to resemble older conceptions of
social provision and may thwart policy change. Despite significant leg-
islative changes, institutional legacies at the implementation level are
distinctively shading the new reform ideas, preserving cross-national
comparisons in policy outcomes, and subverting policy convergence.
New wine in old bottles may be consumed in much the same way.

This study’s findings have policy implications for experiments in
welfare state restructuring. Welfare state regimes’ capacity to come to
terms with social exclusion depends in part on social protection sys-
tems’ ability to respond to changing economic conditions, to cure ear-
lier welfare traps, and to be implemented successfully. The Danish
experiment has attempted to develop a welfare strategy consistent with
postindustrial competition and its social costs: long-term unemploy-
ment has been linked conceptually to addressing projected labor short-
ages and enhancing human capital development. Programs seek to save
money for the state (by moving beneficiaries off of social assistance)
and to serve a real economic need for firms (by assigning subsidized
workers with reduced capacities to complete unproductive tasks in the
companies and by allowing regular workers to gain additional skills
training while the long-term unemployed take their place). Low-wage,
low-skills jobs are allocated by ability rather than by more normatively
suspect criteria such as race, class, gender, or even prior skill levels. Pro-
grams are designed to assist the shift to postindustrial manufacturing
without sacrificing employment. Social exclusion has been viewed as a
collective problem with far-reaching ramifications and Danish firms have
been very much engaged in the dialogue about this collective concern.

Danish implementation processes, characterized by local-level dis-
cretion and pragmatism, reveal an understudied aspect of the Scandi-
navian welfare regime and may be a neglected source of strength in the
Danish social system. The social democratic facility for class compro-
mise has been much discussed, especially with regard to employers’ role
in constructing and expanding the welfare state.”? Yet stories about the
pragmatism of the social democratic model are only imperfectly inte-
grated with our conceptions of the Scandinavian welfare regime. While
regime theory emphasizes universality, centralized state control, and
equality, the Danish social tradition accords local bureaucrats consider-

72Stephens, The Transition from Capitalism to Socialism (Atlantic Highlands: Humanities Press,
1980); Peter Swenson, Capitalists against Markets (New York: Oxford University Press, 2002).
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able discretion to fashion practical solutions to community needs.
Many scholars and policy pundits perceive local variation as a weakness
of American social provision, yet this feature has different policy impli-
cations under Danish social democracy.

This new brand of welfare state restructuring has its potential draw-
backs. Strategies for integrating the unemployed may be at odds with
firms’ efforts to improve productivity and the working lives of their own
employees, and may deflect from core competencies. Questions about
these programs’ budgetary implications persist and the strategy’s scope
and ability to effectively address the needs of the truly disadvantaged
are unclear. Just as previous social experiments resulted in a preponder-
ance of makeshift jobs in the public sector, the private sector-subsi-
dized jobs being created today could evolve into a system of second-tier
employment. Yet if designed, implemented, and administered correctly,
the programs may improve firms’ productivity while also taking some
financial burdens off of the welfare state. In breaking with tradition,
Danish policy entrepreneurs paradoxically tried to preserve, not to un-
dermine, the social democratic welfare regime, and it remains to be
seen whether the social democratic regime can maintain the balance
between growth and equity that was its hallmark during the golden age.

—
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ABSTRACTS

Do INTERGOVERNMENTAL ORGANIZATIONS PROMOTE PEACE?

By CHARLES BOEHMER, ERIK GARTZKE, AND TIMOTHY NORDSTROM

A basic debate in world politics involves the impact of intergovernmental organizations
(1G0s) on international conflict. Liberals, functionalists, and others see 1GOs as capable of trans-
forming global anarchy, while realists emphasize the essential irrelevance of IGOs in managing
such fundamental processes as war and peace. Recent quantitative studies also yield disparate
conclusions depending on particular econometric assumptions, implying variously that 1GOs foster
pacific relations among states, have no impact on dispute behavior, or even increase dispute
propensity. At least part of the problem is a lack of theoretical and empirical specificity. The authors
apply bargaining theory to develop a “middle path” between the realist and liberal perspectives.
Only some 1GOs, those with security mandates and the most sophisticated institutional structures,
are likely to influence dispute behavior. The authors combine the theory with two improvements
in research design. First, IGOs vary in capability, mandate, and cohesion. The authors construct
a dataset of 1GO institutional heterogeneity and member cohesiveness. Second, states join 1GOs
for reasons that are not unrelated to why states fight. The authors control for the level of inter-
national involvement among countries and find support for their arguments in initial tests.

REINVENTING WELFARE REGIMES
EMPLOYERS AND THE IMPLEMENTATION OF ACTIVE SOCIAL POLICY

By CATHIE JO MARTIN

Denmark and Britain have adopted quite similar “active” social reforms in which employers
play a major role in the programmatic delivery of services; however, the implementation of the
programs has differed dramatically in the two countries. Danish firms, despite having had vir-
tually no prior involvement in administering social programs, have participated in far greater
numbers than British employers, who, by contrast, have long provided private, employment-
based social benefits.

Drawing from interviews with 107 randomly selected British and Danish corporations, this
article seeks to explain why Danish employers have participated at higher rates than their British
counterparts. Subtle programmatic differences that reflect each country’s welfare regime have
had profound feedback effects on firms’ willingness to participate in the programs; these findings
have implications for regimes’ capacities both to correct for traps and to revise social protections
to meet the needs of the new economy.

RETHINKING THE ORIGINS OF FEDERALISM

PUZZLE, THEORY, AND EVIDENCE FROM NINETEENTH-CENTURY EUROPE
By DANIEL ZIBLATT

This article examines the paradox of how federal political institutions are created: how can a
state-building core be unyielding enough to forge a union but accommodating enough to grant
federal concessions to subunits? A comparison of the trajectories of national unification in nine-
teenth-century Germany and Italy indicates that the formation of federations does not come
about exclusively through voluntary “contract”; instead, coercion and cooperation go hand in
hand in the formation of all states, including federations. Whether the outcome is federal or uni-
tary depends on the level of subunit infrastructural capacity at the moment of founding.

The article finds that where the constituents of a potential federation are parliamentary and
well governed, they can deliver the benefits of state formation, assuring their continued existence
in a federation. Where such subunits are patrimonial and poorly governed, they are absorbed
within a unitary model of governance. This institutional explanation supplements accounts em-

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



