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4.  State Structures and the Possibilities for
“Keynesian”’ Responses to the Great
Depression in Sweden, Britain, and the
United States

Margaret Weir
and Theda Skocpol

When the Great Depression of the 1930s swept across the Western indus-
trial democracies, it undermined classical liberal orthodoxies of public fi-
nance. Economic crisis called into question the predominant conviction that
government should balance its budget, maintain the gold standard, and let
business reequilibrate of its own accord during economic downturns. De-
mands were voiced for extraordinary government actions on behalf of in-
dustrial workers, farmers, and other distressed groups. Established politi-
cal coalitions came unraveled, and new opportunities opened for politicians
and parties that could devise appealing responses to the exigencies of the
decade. One of the greatest dilemmas was how to cope with an unprece-
dented volume of unemployment in suddenly and severely contracted
economies.

Out of the traumas of the 1930s came new political and theoretical un-
derstandings of the much more active roles that states might henceforth
play in maintaining growth and employment in advanced industrial-capi-
talist democracies. Thus was born the “Keynesian era,” as it would retro-
spectively come to be called in honor of the breakthrough in economic
theory embodied in John Maynard Keynes’s 1936 book, The General Theory
of Employment, Interest, and Money.

National reactions to the crisis of the depression varied widely, how-
ever.! In many cases either conservative stasis or a turn toward authoritar-
janism prevailed. Among the countries that avoided the breakdown of
democratic institutions, Sweden and the United States were the sites of the
boldest responses to the crisis by reformist political leaderships. Supported
electorally by industrial workers and farmers, America’s New Deal and
Sweden’s “new deal” (as Bjarne Braatoy called it in 1939) both embarked
on programs of deficit government spending to provide emergency relief,
to create jobs on public works projects, and to enhance popular social se-
curity.?
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In both Sweden and the United States, moreover, coherent economic
arguments were developed to justify government spending not merely (in
timeworn fashion) as a humanitarian response to emergency, but also as a
proper strategy of national macroeconomic management in advanced cap-
italism. At first these arguments were not fully or explicitly “Keynesian,”
but they did focus on ways in which government deficit spending could
stimulate consumer demand, private investments, and reemployment.? Such
economic arguments were much more promptly and thoroughly adopted
as a national political strategy for coping with the depression in Sweden.
In the United States, a deliberate recovery strategy of deficit spending was
devised only in the late 1930s, and it was not fully implemented during the
New Deal.*

Indeed, the kinds of Keynesian economic breakthroughs ultimately in-
stitutionalized in these two nations were quite different. From 1936 on-
ward, Sweden aimed to become — and very largely succeeded in achieving
- a full-employment economy with high levels of public income allocation
for social welfare purposes. Sweden also synthesized Keynesian macro-
economic management and welfare spending with labor market interven-
tions designed to facilitate labor mobility. Meanwhile, from 1938 through
1946, the United States came to practice, not Swedish-style “social Keynes-
ianism,” but what has aptly been called ““commercial Keynesianism.”’® This
meant that the federal government used tax cuts and “automatic” (rather
than discretionary) adjustments of public spending to manage the econ-
omy, with more emphasis on controlling inflation than on eliminating un-
employment.” To be sure, the role of the federal government in the U.S.
economy and society became much greater than it had been before the
1930s, but U.S. domestic public spending was kept at modest levels, and

neither social welfare nor industrial interventions by the federal govern-
ment were effectively coordinated with macroeconomic management.?

Despite the eventually different outcomes, both Sweden and the United
States did experience remarkably similar reformist responses to the Great
Depression itself. Surprisingly, events proceeded very differently in Great
Britain. Britain might well have been the earliest and most successful na-
tion to launch a “new deal,” using Keynesian economic strategies to con-
solidate a full-employment welfare state. After all, Britain was the pioneer
among liberal capitalist countries in establishing comprehensive public so-
cial protections for its working class. Before World War I, British leaders
instituted workers’ compensation, old-age pensions, health insurance, and,
most extraordinary of all, the world’s first compulsory unemployment in-
surance program, which was extended to virtually the entire industrial
working class at the close of the war.®

Persistent, large-scale unemployment was a publicly recognized prob-
lem in Britain throughout the 1920s, and the Labour, Conservative, and
Liberal parties alike contested the 1929 election on platforms promising to
cope with unemployment.*® The Liberal platform, eloquently championed
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by Keynes himself, called for a large-scale program (?f loan-financed public
works. “We Can Conquer Unemployment,” the Liberals declared: After
Labour won the 1929 election and formed a minority government just as
the Great Depression was starting, the Liberals and Keynes offered Fhe
party of the industrial working class parliamentary and intellectual backing
for such a program. This was just the kind of response to unemployment
and the national economic depression that would, only a few years later,
in 1932-34, launch Sweden toward a full-employment Welfare state and
bring long-lasting political hegemony to the S_wedlsh Social Democrats.

Nothing so innovative happened in Britain. The 1929 Labpur govern-
ment vacillated for two excruciating years, until it bowed out in Aqgust of
1931, after trying and failing to impose cuts in social spendmg on its own
political base. Thereafter, the Labour party Sp!lt ap'art.ang .dechned precip-
itously, and the Liberals further contracted into 1n51g'mf1cance. A p\ulﬁ-
party ““national government” came to power in 1931 — in effect domma}ted
by Conservatives. It took Britain off the gold st'andard, erected some tariffs,
and sat complacently atop the national polity in the 1930s, as Britain grad-
ually attained a strong aggregate economic recovery, b_ut with unemploy-
ment remaining high.! Britain would not adopt Keynesian macroeconomic
strategies before the coming of World War II, and it wSuld not refor/r’n am':i
extend its public social benefits into a comprehensive “welfare state” unti
after the close of that massive war.'?

Explaining the Variation in National Responses to the Depression

Why did Sweden and the United States devise brqadly similar p(?htical
responses to the economic crisis of the Great Depression? Why, dgsplte the
similarities in their reformist responses, did Swedep enfi up with soqal
Keynesianism, whereas the United States insﬁtut%onallzed commerqal
Keynesianism? And why did Britain fail to deal w1t£1 the depr?’s?smn in
innovative ways comparable to the Swedish anq U.S. “new deals”?

These historical questions are addressed in this essay. Yet our argument
also has a broader theoretical purpose. It aims to demonstrate the fruitful-
ness of a distinctive kind of explanatory approach, highhght}ng th‘e.struc-
tural features of states and the preexisting legacies of public policies. In
particular, we shall analyze the ways in which.various state #ructures al;\d
policy legacies in Sweden, Britain, and the United Statgs (a) 1pﬂgence;l t ei
political orientations and capacities of groups and parties active in po ltl(fa
struggles over the ways in which governments should cope W}th the c1ri
cumstances of the depression and (b) affected the processes of mtt?llectua
innovation and expert access to policy-making centers Vthrough which new
economic ideas did (or did not) enter into the formulation of governmental

i r coping with the economic crisis.
Str]g;g;ismffz proiee%l, however, let us introduce various analytical perspet}:;
tives that have been used to explain Swedish, British, and U.S. patterns.
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Figure 4.1. National production in Sweden, Britai i

S.tates, 1920-1946. Sweden: Gross Domesﬁcnlsigglfgdél-ignl;ﬁg
a'm: Gross National Product, @-e-e; the United States’, Gros’s Na-
hqnal .Product, - (Sources: U.S. Department of Commerce
sttorzca'l Statistics of the United States: Colonial Times to 1970 Par;
{, \lf‘\lgsh%ngton, D.C., 1975, p. 224; B. R. Mitchell, European P}istor—
zlc;z%,tl:a)tpz)s.t;cg,g _1973(;—1970, New York: Columbia University Press,

ﬁftel; l;axp;ilaining wlhzr we find these perspectives inadequate, we shall out-
ne the theoretical frame of reference for our own subse
tive-historical analysis. auent compar

Economic Conditions and National Responses

At the start, we can set aside a sort of “economic-determinist” argument
that m}ght, at first glance, seem to provide a common-sense explgnation
for poh@cal happenings in the 1930s. A purely functionalist and materialist
perspective might try to derive the extent of reformist politics in the 1930s
frorr} the severity with which the depression hit individual countries, sug-
gesting that more innovative responses developed to cope with molre sg-
vere dislocations. As Figs. 4.1 and 4.2 reveal, however, among our three
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Figure 4.2. Percent unemployed in Sweden, Britain, and the United
States, 1920-1950. Sweden: members of trade union benefit funds
unemployed, 0-0-O; Britain: 1920-23 unemployment in trade
unions; 1924-50 averages of monthly numbers of registered in-
sured wholly unemployed, ®-e-e; the United States: percent of
civilian labor force fourteen years and over unemployed, annual
averages, . (Sources: U.S. Department of Commerce, His:
torical Statistics of the United States; p. 224; B. R. Mitchell, European
Historical Statistics 1750-1970, pp. 789-90.)

cases the United States was the hardest hit by the depression, whereas
both Sweden and Britain, despite their contrasting political responses, ex-
perienced earlier and more stable recoveries than the United States. Swe-
den’s recovery was sustained into the later 1930s more smoothly than the
British and (especially) the American recoveries.

For all three countries, it is difficult to attribute phases of economic
recovery or setback directly to the effects of governmental actions (or
nonactions). We make no claims whatsoever about the actual efficacy of
deficit-spending policies compared with other economic policies or circum-
stances.!* Economic historians do not agree about these issues for our na-
tional cases or others in the 1930s. Moreover, much contemporary and his-
torical evidence suggests that government policies need not be economically
efficacious to be successful politically. During the 1930s, the governments
and policies in power when each nation began, for whatever reasons, to
recover from the depths of economic decline benefited politically, espe-
cially if those governments and policies appeared to have been actively grap-
pling with the economic difficulties. But this only places a premium on
understanding why the British Labour government vacillated until it reached
the impasse that forced it to resign prematurely, before the British recovery

commenced in 1932.
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The “Working-Class-Strength” Approach to Modern Welfare States

Perhaps thg most influential arguments today about policy variations amon:
advar.lced industrial-capitalist democracies emphasize the strength ogf
working-class organizations in political class struggles. Variations in the
growth of public socioeconomic interventions throughout the twentieth
century are explained in terms of the capacities of industrial working classes
to st}'uggle for their interests in opposition to capitalist classes.’ In a bold
version of this argument put forward by John Stephens, the agents of the
origins .and continuing development of the welfare state (ultimately the
Keyne§1an full-employment welfare state) are said to be centrally coordi-
nated ltindustrial unions working through a working-class-based political
party.’® The party comes to power through electoral politics and then uses
governmental authority to implement welfare-oriented policies. Business
Interests may be “brought along” to support these policies, but fundamen-
tally — so.the argument goes — the policies are the product of a workin
;:ll'lass thal: is politically stronger than the capitalist class, specifically becausg
o eectv(\;gl g:n a;cer;bce;.ter organized and mobilized to take full advantage of
Apparently, this model accounts well for the Swedish i i
breakthroughs of the 1930s, which led to the use of hig;iolcéiiflege:f1 OC;;EE
spen.dlng to promote social welfare and full employment.?” Ap arzntl
too, it gan account for the failure of the American New Deal to rgsult iny;;
full social Keynesian breakthrough - by pointing to the long-term weak-
ness of U.S. industrial unions in contrast to Swedish unions and by point-
ing to thg resilient and enduring political strength of American bus};n}:ess 18
In our view, however, contrasts between Sweden and the United Stat;es
can be attributed to the strength of labor versus business only if one is
preparf:d to take an excessively zero-sum and highly teleological view of
the _ﬂuld ;vents. of the 1930s. And once British developments in the 1930s
?(1)'2 ;?}:;1(-)_ uced into the comparative picture, the argument falls down al-
. For the United States considered in comparison with Sweden, a work-
mg-.class-strength approach reads eventual historical outcomes I,Jack into
opgmal causes. Although Swedish industrial workers were much more
hlghly organized — into industrial unions and a political party — than were
Amerl'can_ workers at the start of the 1930s, U.S. workers made momentous
organizational gains during the 1930s and 1940s. Industrial unions mush-
Foomed, a111d organized labor’s influence in the Democratic party became
important.’ The momentum was subsequently stalled in both areas of la-
b.or power; yet this was surely a result, as well as a cause, of the conserva-
tive turns in U.S. public policy as the reformism of the New Deal came to
an e1.1d. Nor can the eventual failure of social democratic Keynesian ten-
denc1e_s emerging from the New Deal be directly attributed to the political
preeminence of American capitalists. From the middle to the later 1930s,
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the political influence of U.S. business groups was at an all-time nadir.?
Thus, the recovery of business influence over public policy making, includ-
ing applications of Keynesian ideas, must be attributed as much to the
faltering of alternative political forces as to the strength and initiatives of
the business actors themselves.

In any event, it would be very wrong to suppose that well-organized
and politically influential business groups are inherently opposed to
Keynesian programs that embody high levels of public spending for social
welfare purposes. All types of Keynesian strategies are oriented to the na-
tional economy as a whole and aim to defuse conflicts among groups and
classes by expanding the economy to everyone’s absolute benefit.?! In fact,
Swedish capitalists have long been well organized on a nationally central-
ized basis and, though they did not originate Sweden’s full-employment
welfare state, they were part of the political bargaining processes that se-
curely institutionalized it from the late 1930s onward.?

Depression-era public policies in Sweden did greatly enhance the orga-
nizational power and solidarity of labor, thus increasing the strength of
unions and the Social Democratic party,” but again it is important not to
read results back into causes. Coming into the 1930s, it was not at all cer-
tain that the Swedish Social Democratic party would do as well as it did.
Had other parties taken the initiative or had a political stalemate occurred
around more conservative policies, as in Britain, the organizational strength
of Swedish industrial workers and the electoral strength of the Social Dem-
ocratic party almost certainly would have been sapped rather than
strengthened by the depression crisis and its political accompaniments.

There was something very special about the ability and willingness of
the Swedish Social Democratic leadership to formulate a reformist public
spending strategy in the early 1930s.2* That this special something was not
a result of the party’s class basis alone is made strikingly apparent by the
contrasting behavior of the British Labour party.> A comparison between
these two parties around 1930 is certainly appropriate. Although their for-
tunes were destined to diverge rather sharply after 1930, during the 1920s
the two parties experienced parallel situations in key respects and, where
their circumstances differed, had offsetting balances of advantages and dis-
advantages.? Both the British Labour party and the Swedish Social Dem-
ocrats were rooted in moderately strong union movements and enjoyed
comparable (primarily working-class) electoral support.” To be sure, the
‘Social Democratic party was the first parliamentary party to emerge in

Sweden and was the strongest of the four Swedish parties during the 1920s,
whereas the British Labour party, a late entrant to parliamentary politics,
lagged behind the Conservatives in parliament until 1929.28 Nevertheless,
neither social democratic party could form majority governments, and both
faced determined opposition from more conservative political forces
throughout the 1920s and into the early 1930s.

In parliamentary terms, moreover, the British Labour party enjoyed greater
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maneuvering room for launching a deficit-spending economic recovery
strategy immediately after it came to power in 1929. Both parties, of course,
were urged by union leaders and working-class electoral supporters to take
bold steps against unemployment. But, after forming a minority govern-
ment in 1932, the Swedish Social Democrats had to negotiate a delicate
(and, from their point of view, imperfect) compromise with the Agrarian
party representing farmers before they could proceed with their public works
initiatives to address unemployment.? In contrast, the British Labour party
in 1929 (and after) might have enjoyed full support from the Liberals for
attacking unemployment through loan-financed public works.®® The La-
bour party did not have to make concessions to agrarian concerns because
farmers were but a tiny social and political presence in highly industrial-
ized and urbanized Britain.?! Indeed, given the unusually heavy weight of
the industrial working class in the British social structure, as well as the
prior development of the world’s most extensive public social benefits in
Britain before the 1930s, one would have to predict from the premises of
working-class-strength models that Britain, not Sweden, should have been
the site of the earliest and fullest social Keynesian response to the Great
Depression. The first full-employment welfare state should have been

launched in Britain, if these models adequately explain public policy de-
velopment.

Sectoral Coalitions and Links to the International Economy

Recently, dissatisfaction with the broad categories of class-based models
has prompted more sophisticated (and more determined!) efforts to tie po-
litical outcomes to the interests of socioeconomic actors. Analysts who pur-
sue what we shall call the “economic coalition” approach look for interest-
based alliances led by sectors within business, perhaps tied to sectors within
agriculture, and perhaps willing to ally with organized industrial labor.3?
Interests are posited by identifying the positions of industries and firms in
relation to labor costs and technology and, more importantly, in relation to
domestic or international markets. Cross-sector alliances are said to favor
and support alternative government economic policies according to the ori-
entations of industries and firms toward open international trade and also
according to the tolerance that different factions of business may have for
wage and public benefit concessions to labor.

The coalitional approach has been applied to developments in the 1930s
by Peter Gourevitch and Thomas Ferguson. Ferguson, unmistakably a writer
in the peculiarly American “Beardsian” tradition of attributing political events
to behind-the-scenes business influence, places great stress in explaining
the “second” U.S. New Deal on the influence of leaders from the interna-
tionalist, low-labor-cost sectors of business.® Gourevitch ranges much more
widely and attributes fewer magical powers to business leaders. He at-
tempts to find similar business—farmer-labor coalitions across nations —
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Sweden, the United States, and Germany.>* Regardless of the very ~dlffer-
ent contexts involved in the weakness of Weimar demoagcy‘ and thg triumph
of Nazi authoritarianism in Germany versus the continuity of 11ber_al %e-
mocracy in Sweden and America, Gourevitch seems to argug fhat 51rn} ar
socioeconomic coalitions brought about and supported _dgf1c1t-spend1ng
policies in all three nations. For the contrasting case of' B.rltaln, he stresses
that many economic sectors had an interest in maintaining the gold sIfan-
dard and an open international economy. A.bf)ve all, he argues that Lon-
don financiers were hegemonic in British politics. o
Coalitional approaches improve on class strugg]e qugls by hlghllghtlng
the positive-sum character of many modern social policies. Whgt is more,
by permitting more fine-grained disﬁnctiong to be mac_le among social groubpf,
the coalitional approach can pinpoint socioeconomic influences on pu t hlc
policy making that may escape theorists who place such great stress or; e
organizational leverage of industrial labor. Neve;rtheless, the.coahtlona e;p-
proach has important lacunae. For one thing, it cannot eaS}ly acc01'1nt or
variations over time in the political efficacy of given seif:tpral interests: Why,
for example, were the financial interests of ““the City” in Britain unable 't?
prevent social welfare innovations before World Wf:lr I, yet abl;e t(;\ cut socia
spending and block deficit-financed .pubhF wor.ks in 1929-30° E e answer
cannot lie simply in the internationalist c?nentatlon of the Britis ec}i)no}r‘r}f};,
which was equally strong in the two perlf)fls. We. shall argue that t Z sf ift-
ing strength of Treasury controls over Br}t}sh S(.)C'lal poh'c1es' stemme from
changes within the structure of the Bgtlia Cl:,ﬂt service itself, not from
i nomic circumstances outside the state. B
Chér:)%lll?t?of\ici analysts may also underestimflte the political mutability of
interests and group alliances. Alternative alhanfes are almost al:;vgys pog:
sible for given groups, and their very “interests” can be redefine p epteq ]
ing on the unfolding politics of the situation. Existing patterns o state 1ln
tervention and the initiatives of political leaders often activate particular
interests and coalitions within a range of alternative p0551b111t'1e.s. And the
institutional structures of states play a critica} .role in determining the ac-
cess and weight of various interests and coallthns. We shall demon:?trtate
these points in our discussion of the divergent’ Ilnﬂuences ’f%lat farm inter-
ests ended up having in the Swedish and U.S. “new deals.

The Role of Keynes’s General Theory

i ine of argument about the politics of national recovery strategies in
3\'2 rllg;)? fakes Es in the opposite Sirection from the'social-'grogp analyses
just discussed. An intellectually determinist perspective maintains that d}e‘f-
icit spending strategies could be devised.by governments .only after. ]ohp
Maynard Keynes published the appropriate new economic theory in ISt
1936 book, The General Theory of Employment, Intert?st, and Money. This sor
of argument has sometimes been invoked to explain why federal executive
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policy makers in the United States deliberately planned deficits as a recov-
ery strategy only in the later 1930s and not during the “first” New Deal of
1933-35. The preface and the closing pages of Keynes’s General Theory pro-
vide the model of the processes by which theorists might influence policy
innovations. The “power of vested interests,”. Keynes wrote, “is vastly
exaggerated compared with the gradual encroachment of ideas. . . . The
ideas of economists and political philosophers, both when they are right
and when they are wrong, are more powerful than is commonly under-
stood. Indeed the world is ruled by little else.”35

Keynes was certainly right about the exaggerated influence all too often
attributed to “vested interests”; yet to assert that ideas are powerful is not
to reveal how policy-relevant ideas emerge and how they may be variously
influential. In Keynes’s own experience, the workings of intellectual influ-
ence on public policy came to be understood as roundabout, routed through
the prior achievement of academic credibility. Before writing The General
Theory, Keynes spent many years trying, with little success, to press new

practical programs on British politicians.3 The book itself represented a

new tack for Keynes the public actor: First a new, highly abstract theory
would have to persuade academic economists, overcoming their “deep di-
vergences of opinion . . . which have for the time being almost destroyed
the practical influence of economic theory, and will, until they are re-
solved, continue to do so.” Then, “after a certain interval” the new, aca-
demically accepted theory would powerfully influence the initiatives of
politicians, civil servants, “and even agitators.” In normal times, Keynes
felt, such a process of roundabout intellectual influence might take twenty-
five or thirty years, but in the midst of a crisis it might work more quickly.%”

As Kerry Schott has written: “In scenarios of this type, practical eco-
nomic policy simply follows theoretical developments with a time lag. The
underlying premise . . . is the . . . notion that the state is little more than
an active respondent to the advice of its economists.””?® Another equally
important premise is that economic theories develop on their own in aca-
demic circles and then exert influence on policy making. Yet beguiling as
this model might seem, especially to university-based scholars, it cannot
account for British, Swedish, or American patterns in the 1930s.3°

In Britain, no Keynesian response to the Great Depression was launched
by British governments either before or after The General Theory. Neither
the presence of Keynes the publicist and policy adviser, nor the achieve-
ment of Keynes the grand academic theorist was enough to persuade his
homeland to use his ideas to devise a recovery strategy. In the United
States, the influence of a certain academic interpretation of the principles
of The General Theory did percolate into national policy making from the late
1930s onward, carried especially by Harvard-trained economists recruited
into government service or public advisory bodies. Yet, as we shall see, the
first rationales for deficit-spending recovery policies came neither from
Keynes nor from academic circles. And, subsequently, the policy prescrip-
tions of the version of Keynesianism that initially gained prestigious aca-
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demic backing in the United States were not the prescriptione that bc;ectimierz
the most politically successful. In Sweden, finally, economists atr)l I(e i
ideas were crucial to the Social Democratic referme of the 1930e, ut : ey

nes’s General Theory was certainly not the inspiration for_ Swedish po }11c1es
in 1932-34. The processes of intellectual ieﬂuence that dlsil underp}n t tO:I‘.)e
reforms were complex and did not rtin Zlmply from an ““academic estab-
i g vernmental and party leaders. .

hSlTllI:‘eerilstsngrzised by Keynes’s},) brti}ef excursus in T.he General Theory 1gt(;
the sociology of politically influential knqwledge are indeed 1mp01.'tant,thu

they must be addressed with an analysis that pays more attention é ar:
Keynes, or many others since, have paid) to tbe structures w1th1.n an fsur_
rounding the state that pattern the mutually influential interactions 0t ex

perts and politicians. We are going to keep a close eye on such strgc. ures
as we examine intellectual and policy developments in Sweden, Britain,

and the United States.

States Structures and Policy Developments

i iti have just reviewed,
Of the perspectives on the politics of the 1930s that we av
two — tlljle vx}r)orking-class-strength approach and the coalitional app.roach -
view politics as a process by which policy outcomes are determined by
relatively immediate expressions of socially rooted demands:

Socially rooted ————> What groups or ———> Goyemment
demands parties propose policies

Politics in these perspectives becomes an arena of struggles among class or
group interests, and government is the agent of the consensus, conl\'p‘roi
mise, or balance of power that emerges‘frorr! such sec1ally rooted po itica

struggle. New policy departures, especially in a period -of economic cll:Sli
or structural transformation, are thus to l?e unde'rs'tood as the result o

changing balances of class power or changing coalitions of socioeconomic
mfﬁf\?ﬁfﬁal approach we discussed in the previous section elso roots Pghcly
outcomes in the nonstate environment, here understood in a more ideal-

istic fashion:

Authoritative Ideas experts offer officials

intellectual L
developments Climate of public opinion

Government policies

Despite their very considerable differences, both of these Perspectives
fail to give any significant weight to states as sites qf Potentlelly 'aut.onoi |
mous official action or as complexes of preexisting policies and institutiona
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arrangements. Politics is seen either as an arena of socioeconomic interest
struggles or as an intellectual conversation among people trying to under-
stand the situation and decide what conceivably might (or should) be done
about it. Each of these ways of thinking about politics has much to recom-
mend it. Yet both can be analytically enriched by taking states seriously as
actors and structures.

States affect the possibilities for policy outcomes in two major ways. First,
states may be sites of autonomous official action, not reducible to any
social-group pressures or preferences. This is true because both appointed
and elected officials have organizational and career interests of their own,
and they devise and work for policies that will further those interests, or
at least not harm them. Of course, elected or appointed officials will be
sensitive in various ways to social preferences and to the economic envi-
ronment in which the state must operate. Yet politicians and officials are
also engaged in struggles among themselves, and they must pursue these
struggles, along with any initiatives they take in relation to the economy
or the mobilization of social support, by using ~ or taking into account —
the coercive, fiscal, judicial, and administrative capacities of the state struc-
ture within which they are located. If a given state structure provides no
existing, or readily foreseeable, ““policy instruments” for implementing a
given line of action, government officials are not likely to pursue it, and
politicians aspiring to office are not likely to propose it. Conversely, gov-
ernment officials (or aspiring politicians) are quite likely to take new initia-
tives, conceivably well ahead of social demands, if existing state capacities
can be readily adapted or reworked to do things that will bring advantages
to them in their struggles with competitive political forces.

Equally important for the historical issues tackled in this essay, the or-
ganizational structures of states indirectly influence politics for all groups
in society. This happens in various ways. It is already well known by po-
litical scientists that the organizations and tactics through which variously
situated social groups can (or camnot) influence policy processes are par-
tially shaped by the structures of government within which groups must
operate. More than this, the administrative, fiscal, coercive, and judicial
arrangements of given states, as well as the policies that states are already
pursuing, influence the conceptions that groups or their representatives
are likely to develop about what is desirable, or possible at all, in the realm
of governmental action. Thus, state structures help to inspire the very de-
mands that are pursued through politics.

For intellectuals puzzling about potentially policy-relevant phenomena,
the structures of states are just as important as for classes and interest
groups. Modern states and the social sciences have grown up together, not
only because states themselves monitor social realities and devise theories
about them, but also because the growth of state interventions for eco-
nomic and social welfare purposes has directly and indirectly stimulated
research and theorizing in the social sciences. Given these realities, we
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may assume that the various specific st%'uctures (?f statgs pattliim th:: ways
in which experts and their ideas enter into pubhc' policy making a tglt\;en
times. In turn, the access to centers of policy n}akmg and 1mplemlen a or;
enjoyed by experts, or the lack of such access, influences the developmen
of social theories and research in their own right. ‘ .
The complex relationships sketched ip the‘prevmu.s paragraphs Caln be
summed up in a model of causal interrelationships ’Fhat, inan ovgra]l Zn? yf;ls,
would have to be explored along with the relationships indicated in the

two diagrams offered earlier.

Policy-relevant
intellectual innovations

State

structures o N
and » Activities of politicians—— Government policies
policy and officials

legacies

Politically expressed
demands of social groups

Inevitably, diagrams such as this have a static, ahistorical quality. Lelt us
underline, therefore, that we take from Hggh Heclo the fl.mdamenfca in-
sight that policy making is inherently a hlstoncal — that is, over tltme -
process in which all actors consciously bu}ld on and/or react agains pr]i
vious governmental efforts for dealing with the same (or 51m11a.r) pro l—
lems.%0 This means that the goals of politically actlxe groups, policy 1nteai
lectuals, and politicians can never simply be ”reac% off” their curren}tl stx"uctur,c .
positions (no matter how “structures’ are c!efmed). Ingtead, t.e. 1nvses L
gator must take into account meaningful reactions to previous policies. Suc
reactions color the very interests and ideals that politically engaged actors

j themselves at any given point. ‘
delfﬂ‘l:)lretfl?; remainder of fhiZ egssay, we turn to events in and surroungmg
the depression decade of the 1930s, using comparisons among Swv:e en,
Britain, and the United States to develop an explar}atlon for the Vf;\rﬁatlon
in policy responses the national governments dev1.sed to cope xgnt dgcl(r)1
nomic crisis. Our explanation focuses on the ways in which the Swe ":)S'l"
British, and U.S. state structures and policy legacies affeFted thg possibili-
ties for new economic ideas to be formulate.ac.l and .apph?d to innovative
government policies and influenced the pohtlcgl orientations and Ca;();cfl-
ties of conflicting parties and coalitions of §qc1a1 groups. We prtzicee 13
two steps. First, we analyze the divergent 1n‘1t1al responses of Swe : e:x ::1:}11
Britain to the depression crisis. Then we brmg‘ the United Statzs in 0ft t?
picture, examining relevant features of the entire New Deal ar;‘ (11ts al :r_
math, with special emphasis on comparisons with Swedish develop

ments.
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Sweden and Britain in the Early Depression Years: Labor
Governments Confront the Dilemmas of Mass Unemployment

Why were the Swedish Social Democrats, after they came to governmental
power in 1932, prepared to launch deficit-financed public works as an ex-
plicit strategy for both national economic recovery and unemployment re-
lief, whereas the British Labour party refused to take this road during its
abbreviated period in governmental power between 1929 and 1931?

Of the existing approaches we surveyed earlier, only the coalitional ap-
proach, with its stress on international economic ties, pointed to a causal
factor that could be sufficient to answer this straightforward question. By
the time the Swedish Social Democrats came to national power in 1932,
their country, normally highly involved in international trade, had aban-
doned the gold standard, thus opening the way for an active domestic
macroeconomic strategy. But Britain did not depart from gold until late
1931, and the Labour government of 1929-31 could not enjoy the room for
manuever available to the Swedish Social Democrats — unless Labour itself
was prepared to take Britain off the gold standard. The fact remains that it

could have done so. Some voices of all political persuasions were advocat-

ing this step in 1930 and 1931 as a prelude either to protectionism or to
fiscal activism, and the Liberals were willing to support the Labour govern-
ment in any measures necessary to institute loan-financed public works.%!
Moreover, to say that the Swedish Social Democrats benefited by the fact
that their nation had already been taken off the gold standard and tempo-
rarily weaned from international trade is hardly to explain how and why
they took new macroeconomic initiatives.

It makes no sense to reduce political choices to the dictates of economic
circumstances, for economic circumstances do not command so unambig-
uously, not even at moments of extraordinary crisis. Our approach to ex-
plaining the contrasting choices of the British Labour government and its
Swedish Social Democratic counterpart focuses on two features of the re-
spective national states: (a) their established policy approaches for address-
ing problems of unemployment and (b) the institutional mechanisms they
provided for allowing economic experts to participate in public policy mak-
ing. As we are about to see, clear contrasts between Britain and Sweden
appear on each dimension, and by considering these contrasts together we
can make sense of why governments similarly run by programmatic parties
based on working-class support took such different steps in the face of
deepening economic crisis in the early depression.

Social Policy Legacies and Party Orientations

Even when a major disruption such as the Great Depression creates new
political demands and opens possibilities for policy innovations, political
responses continue to be powerfully influenced by earlier patterns of gov-
ernment activity. Existing policies influence the political demands of con-
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tending groups and parties, who define their options in response to cur-
rent practices. Previous interventions also shape the notions hgld by
administrators and politicians about what is feasible, for administrative ca-
pacity built up in one area cannot easily be altered to implement a new set
of policies. The resources and time required to create new capacities dis-
courage radical policy changes, perhaps especially so in an economic emer-
gency, when a premium is placed on quick results. In this section, we shall
see that British Labour politicians, long locked into struggles over unem-
ployment benefits, continued to center their attention on that form of gov-
ernment activity, whereas the Swedish Social Democrats formulated the}r
responses to the depression in the context of ongoing struggles over pub_hc
works nationally supervised by a conservative Unemployment Commis-
ion.
i The introduction of unemployment insurance in Britain in 1911 was due
above all to efforts by Liberal reform politicians and by civil servants at the
Board of Trade, and immediate postwar extensions of the program to cover
most of the industrial working class stemmed from the initiatives of the
new Ministry of Labour.*” In 1911, trade unions were coaxed into support
of unemployment insurance, and their primary efforts ther_eafter contin-
ued to be (unsuccessfully) directed toward aboﬁshing required contribu-
tory payments by employed workers. Yet the British Labour party grew
rapidly with the democratization of the suffrage after World War L an(.:l it
soon took to heart the unemployment benefits that the organized working
class had originally greeted with at best wary support.*> Durin'g.the 1920s,
Labour became the chief proponent of extending and liberahzmg unem-
ployment benefits, as well as the main parliamentary bulwark against Con-
servative efforts to limit eligibility and trim payments to the unemplc?yc?d;
All British parties, including the Labour party, worried abf)ut Britain’s
persistently high unemployment throughout the 1920s.4 Durerg the elec-
toral campaign of 1924, the leaders of what would !Decome the first .Labour
government promised a sweeping program of public works to alleviate un-
employment. But, once in power, the minority Labour government con-
centrated on liberalizing unemployment benefits and proposed only a mi-
nor public works effort (though it also introduced a program4(5)f h9u51ng
subsidies with implications for both welfare and employment).* This gov-
ernment fell only nine months after its formation, and thereafter the La-
bour party advocated liberalizations in the terms and extent of ur.lemploy-
ment coverage. William Beveridge’s warning that unemployment insurance
might “demoralize the government of the day and cause them to give up
the search for remedies”” was insightful for the Labour party out of power
as well.* ' .
After the second Labour government came to power in 1929, it again
focused its reformist energies on unemployment benefits .rather than on
introducing public works.*” The unemployment issue dominated ‘the May
1929 election, and soon after the depression crisis took hold with what
Bentley Gilbert has aptly called an “explosion of unemployment.”’*® Faced
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with an unemployment rate in late 1930 amounting to 19.6 percent of all
insured persons,* the new Labour government found the extension of un-
employment benefits a more obvious way to cushion workers against dis-
tress than striking out in new directions for which there was no support
within the government bureaucracy. In the absence of extensive experi-
ence with large-scale or centrally managed public works expenditures, the
administrative difficulties of launching any such new endeavor appeared
to be formidable. Labour government leaders argued with Liberal spokes-
men about the feasibility of undertaking new public works swiftly enough
to have any impact on unemployment, and they repeatedly rejected Lib-
eral overtures for cooperation on an overall program that would include
this approach to combating unemployment and economic decline.

The public works route not having been chosen, benefits from unem-
ployment insurance and the supplementary “dole” provided British work-
ers with their only bulwark against the ravages of depression. Yet uncon-
nected to any plausible program for economic recovery, these benefits proved
a fragile defense - if not for those workers who happened to be eligible for
the greatest relief, then certainly for the Labour party itself, for the Labour

government was caught in the contradictions inherent in a “self-financing”

unemployment insurance scheme in depression times.® On the one side,
party backbenchers and the Trades Union Congress pressed government
leaders to extend and liberalize unemployment coverage to meet human
needs in the economic crisis. On the other side, Treasury officials issued
dire warnings about the disastrous consequences for the soundness of the
pound of unrestrained government borrowing to replendish the depleted
“insurance’”’ fund. Reluctant to cut benefits, Prime Minister Ramsey
MacDonald nonetheless felt he had no economic justification for repeated
borrowing by the government.

The prime minister’s decision in August 1931 to cut unemployment ben-
efits in deference to the dire warnings about budget deficits in the May
Commission Report tore apart the Labour party and precipitated the La-
bour government’s resignation. This paved the way for the Conservative-
dominated “National” government that remained in power for the rest of
the 1930s and benefited from the economic recovery that commenced after
Britain departed from the gold standard. Of course, in devaluing the
pound and erecting tariffs, the National government strayed from laissez
faire orthodoxies in its recovery strategies, but its policies were not those
of innovative economic theorists such as Keynes. In fact, the National gov-
ernment’s most distinctive feature was its avoidance after 1931 of any fur-
ther bold policy initiatives during the nine years that (in C. W. Mowat’s
words) “it shambled its unimaginative way to its fall in 1940."’5!

Looking back over the entire British experience with the birth and early
growth of a modern welfare state, we can see that Britain’s early steps
made more difficult subsequent progress toward combining “social” and
“economic” interventions in the form of deficit-financed public works. Be-
fore the Great Depression, Britain’s pioneering adoption of unemployment
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insurance and the expansion of this program into a massive relief system
for most of the working class put the country at the forefront. worldwide in
providing state aid to the unemployed. Yet this prior achle.vement also
channeled the efforts of the Labour party away from alternative efforts to
provide employment as such, a dilemma amusingly echoed in a 1929 polit-
ical cartoon (Fig. 4.3).

Apparently, developments toward full-employrpe;nt welfare' states are
not so smoothly evolutionary as many social scientific theorleg imply. The
nations that start first or fastest may not be the ones that arrive soonest.
This conclusion is reinforced as we now turn to the history of Swedish
efforts to cope with unemployment from World War I through the early
1930s. '

During the 1920s, Swedish Social Democrats did not find themselves
engaged in political struggles over unemployment benefits. Bgfore they fell
from power in 1914, Swedish Liberals had come close, but failed to parallel
the achievement of their British counterparts by launching unemployment
insurance.’? Thus, when the end of the war brought soaring unemploy-
ment, just as it did in Britain, Sweden had no establis}ned une’mployment
insurance program to extend. As in Britain, the Swe'zd}sh state’s appro§ch
to postwar unemployment followed existing admlmstratlve.a.nd policy
grooves, but in the Swedish case this meant relief works administered by
a national Unemployment Commission.*®

First set up in 1914 as an investigatory and advisory boarcfl, the Unem-
ployment Commission soon became involved in granting relief to th.e vic-
tims of wartime economic dislocations. Because such relief was not ged to
any insurance principle, localities were encouraged to require work in ex-
change for relief, and in areas of concentrated unemployrpent, the com-
mission itself operated special employment programs. Paying well below
the market rate, the Unemployment Commission’s work programs pro-
vided the framework for dealing with Sweden’s chronic unemployr.n.ent
during the 1920s. Step by step, the commission expanded i‘ts actiwpgs,
tightened its control over local projects, and, like many Swedish adminis-
trative bodies, set day-to-day policy quite independently of the many gov-
ernments that came and went during the politically unstable 1920s. '

Understandably, the Swedish Social Democrats formulated many ‘of their
own demands and ideas about how to cope with unemployment in reac-
tion to the activities of the Unemployment Commission. Like the British
Labour party, the Swedish Social Democrats were buoyed into serious na-
tional political contention by the institution of mass suffrage around World
War L. Also like their British counterparts, they worried about unemploy-
ment — and found it more practical to try to modify existing state programs

than to initiate alternative approaches. Thus, although the SVYGdlSh S(.)C%al
Democrats unsuccessfully lobbied for state subsidies to ul.uon-a.dmlms-
tered unemployment funds, when they found themselves.ln office they
spent much of their energy responding to unions’ compl'an.l?s about the
Unemployment Commission. They were not, however, initially able to
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modify the commission’s practices. In 1923 and again in 1926, Social Dem-
ocratic minority governments fell over disputes with the commission.>

With persistent unemployment a continuing concern for Swedish work-

ers and unions throughout the 1920s, the Social Democrats had to keep
facing the challenge of how to deal with a national state already active on
this issue in what the party and its supporters considered inadequate ways.
After defeat in 1928 on a platform that espoused a radical inheritance tax,
the Social Democrats began to draft a new political program designed to
boost their electoral appeal and free them from the impotence that plagued
the earlier Social Democratic governments.> During this process, a key
party leader, Ernst Wigforss, successfully advocated plans for public works
at prevailing wages. Such plans directly responded to the concerns of the
unions about below-market wage rates on existing relief projects. The frus-
trations the Social Democrats had faced during their brief periods of gov-
ernment power would be addressed through replacement of the Unem-
ployment Commission by a new, permanent agency to plan local and
national public works.

Thus, the proposals that would in due course become central to the So-
cial Democratic strategy for coping with the depression emerged before the
major crisis itself through critical dialogue with the Swedish state’s existing
means for addressing the needs of the unemployed. The parallels to, and
differences from, the British case are striking. In the British case, the La-
bour party focused throughout the 1920s on struggles over unemployment
benefits, whereas in the Swedish case, frustrated Social Democrats focused
on a national body administering public works for the unemployed. Both
parties simply reacted to the existing means their national state had for
coping with unemployment and its effects.

Yet labor party struggles over public works offered a better bridge to
proto-Keynesian macroeconomic strategies than did prior struggles over
the terms on which individuals would receive unemployment benefits. This
was so not only because it was easier for public works to be conceptualized
and justified in collective national terms. Equally important, it was also
easier, in Sweden, as in many other countries, for politically active people
to arrive at rationales for financing “‘useful” public works through govern-
ment deficits during a national economic crisis. Thus, it mattered greatly
that the Swedish Social Democrats, operating in a polity without unem-
ployment insurance, were much more open to public works as a way to
cope with unemployment than were their British Labour counterparts.
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Figure 4.3. From The London Express. (Source: Robert Skidelsk:

The Labour Government of 1929-1931. London: Macmillan,

State Structures, Economic Experts, and Policy Innovations

If the Swedish Social Democrats were prepared to reform public works
when they came to power, it nevertheless remains to be seen why they
could build reformed public works into a combined strategy for national
economic recovery and unemployment relief. After all, government defi-
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cits to finance expanded public works were just as anathema to conserva-
tive opinion leaders in early-depression Sweden as in Britain, so we must
probe further than we have so far to explain why the Social Democrats
chose to follow this path.

Certain liberal tenets about the proper role of the government in capital-
ism remained politically influential throughout the West in the 1920s. Pre-
dominant views were that governments should do little to modify the “self-
equilibrating”” workings of domestic markets and that open international
trade should be supported through “sound” currencies based on the gold
standard. Regardless of such political orthodoxies, however, important new
ideas germinated during the 1920s in intellectual circles of economists.
Students of business cycles argued that public spending could play a pos-
itive role in smoothing economic fluctuations, or even speeding recoveries
from economic downturns. And new views emerged about active govern-
mental roles in managing currencies and interest rates. By the later 1920s,
proto-Keynesian suggestions about the economic functions of national
governments — ideas as yet unsystematized into any coherent theory —
were being developed by quite a few respectable Western economists, in-
cluding, of course, John Maynard Keynes himself.

In order to assess why and how new, proto-Keynesian economic ideas
became, or failed to become, credible with governmental and political lead-
ers in a position to act on them, we must ask not about the presence of
individual persons or ideas in the abstract, but whether key state agencies
were open or closed to the development or use of innovative perspectives.
In effect, we must investigate how the normal mechanisms used by states
to incorporate educated expertise served to facilitate or hamper innova-
tions in economic policy.

If new and politically visible economic ideas could have been decisive in
their own right, then Britain would have been the first nation to adopt new
macroeconomic strategies to deal with unemployment. As early as 1924,
Keynes began making arguments about unemployment that pointed away
from traditional remedies involving wage deflation and government econ-
omies.”” Four years later, Keynes’s ideas took center stage in political de-
bates with the publication of the Liberal “Yellow Book” entitled Britain’s
Industrial Future. Adopted by Lloyd George as his 1929 campaign program,
Keynes’s unorthodox ideas were again featured in the Liberal pamplet We
Can Conquer Unemployment, which aroused quite a public stir.”® Not only
did arguments for using government spending to combat unemployment
enjoy a most eloquent proponent and the early support of a political party
in Britain; they also eventually attracted support from some Labour politi-
cians. The most notable of these was Oswald Mosely, who, as a member
of the Labour government’s Unemployment Committee of 1929-30, penned
a memorandum to Prime Minister MacDonald endorsing a program of
spending to combat unemployment, along with a long-term program of
industrial rationalization.>

Despite all of this, the weight and unanimity of bureaucratic opposition
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to innovative economic ideas were a prime factor, along with the Labour
party’s fixation on unemployment benefits, in discouraging bold initiatives
by the Labour government to cope with the depression. The key to bureau-
cratic intertia in the 1920s and 1930s can be found in the organizational and
intellectual stranglehold that one ministry, the Treasury, had gained over
all other government departments inside the British civil service.

Before World War I, the Labour Department of the Board of Trade func-
tioned as a center of policy innovation in matters relating to labor, includ-
ing wage regulations and social insurance.® Especially between 1906 and
1911, Labour Department officials were able to gain the ear of the Liberal
cabinet, countering the Treasury’s perpetual calls for restrictions on new
measures that would require government expenditures or administrative
expansions. Well-developed statistical capacities and newly expanded field
organizations of labor inspectors figured in this remarkable department’s
ability to pioneer much of the British welfare state. Even more important,
perhaps, the Labour Department repeatedly took advantage of a special
loophole in the British civil service regulations to recruit laterally to its top
official ranks professional experts and other people experienced in dealing
with labor problems. The fresh perspectives on social issues that such top-
level recruits brought with them into government service gave the Labour
Department a dynamism on policy matters that contrasted sharply with
the stodgy conservatism of the older domestic departments, such as the
Local Government Board, that relied on recruiting officials directly out of
Cambridge and Oxford and promoting them by seniority over the years.

‘The autonomy and status of the Labour Department were apparently

~ enhanced when an independent Ministry of Labour was established in De-

cember 1916. But, in fact, postwar administrative reorganization affecting
the civil service as a whole fundamentally undermined the earlier condi-
tions favoring policy innovations and thus negated any advantages the
new ministry might have gained over the earlier department.®! In 1919, the
permanent secretary of the Treasury became the head of the entire civil
service, being thus placed in a position to control career advancement for
senior officials in all departments of government. The special regulations
allowing lateral recruitment to top official ranks were also eliminated in
1919, ensuring that official mindsets would henceforth change much more
slowly. Treasury controls over administrative and staff expenditures in all
other departments were tightened, and after 1924 any departmental policy
proposal calling for increased government expenditures had to pass Trea-
sury scrutiny before it could go to the cabinet of the day. With these orga-
nizational changes in place, tentative official proposals for new uses of gov-
ernment administative powers or expenditures to address social and
economic problems were choked off in early stages of formulation and
tended not to be raised repeatedly by officials who knew that their ca-
reer prospects depended on currying favor with Treasury.®? A profound
bias against policy innovations contravening economic orthodoxy spread
throughout the entire British state apparatus. :
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When the Labour government came to power in 1919, therefore, its prime
minister and cabinet offidials, all relatively new to government office, heard
nothing but unanimous bureaucratic advice against unbalanced budgets,
new social expenditures, and innovative schemes for national economic
recovery. During the Labour government’s brief time in office, the only
likely route for the injection of alternative policy ideas into the strategic
thinking of the Labour leaders was via the Economic Advisory Council that
Prime Minister MacDonald established in January 1930. This body was, of
course, entirely ad hoc and started its deliberations very late in the game
for the troubled Labour government. Moreover, the council as a whole was
very unwieldy. Following twentieth-century patterns for British public
commissions, it included ministers along with a range of extragovernmen-
tal figures: industrialists, trade unionists, and professional economists. Civil
servants, however, were not included.®

Coherent advice was unlikely to emerge from such a contentious blend
of viewpoints, and this prompted the subsequent appointment (at Key-
nes’s urging) of a smaller committee of economists. Keynes and A. C. Pi-
gou were the leading members. During the 1930s, members of the group
would make headway at gradually modifying Treasury’s views of possible
economic policies for Britain,® but in 1930-31, even this more manageable
set of economic experts could do little to overcome quickly the practical
impotence of ad hoc public commissions within the British policy-making
system. Nor could it immediately establish the idea that “outside” eco-
nomic experts should be taken seriously by officials and politicians. The
Economic Advisory Council and its committee of economists remained iso-
lated from the governmental machineries responsible for dealing with un-
employment and were viewed by Chancellor of the Exchequer Philip
Snowden as a potential threat to his control over financial policy.®® Thus,
cautious recommendations for a modest program including domestic pub-
lic investment, reform of unemployment insurance, and a general tariff
found no sympathetic agency to serve as a point of entry into British gov-
ernment.® Ironically, it seems to have been after this frustrating experience
that Keynes decided that a new, grand theoretical synthesis would be needed
to overthrow the hold of “economic orthodoxy.” Without the impermea-
bility of the British polity to specific new economic policy recommenda-
tions, The General Theory might not have been written!®”

In sum, stifled from within the state by Treasury control and parried
from without by the normal, self-enclosed functioning of British govern-
ment, new economic ideas about feasible public policies, especially those
calling for public works and budget deficits, could not find their way into
officially sponsored programs. Only a Labour party determined and clear-
sighted about its own political need for bold, state-sponsored initiatives against
unemployment and domestic economic decline could have bypassed the
British state apparatus and the cacophony of publicly debated views to take
up Keynes’s new ideas. But we have already seen why the Labour party’s
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orientations toward the problems of the unemployed were set in an alter-
native political frame of reference. Together, the social policy legacies that
the British state brought into the depression and the imperviousness of the
state apparatus to innovative ideas in the later 1920s and early 1930s seem
explanation enough for why the hapless Labour government of 1929-31
missed a major opportunity to combine social progress and a strategy for
national economic recovery in depression-era Britain.

As we turn back again to Sweden, we can begin to grasp some important
points about the Swedish state and its relation to economic experts by look-
ing briefly through the eyes of Brinley Thomas, an assistant lecturer in the
Commerce Department of the London School of Economics, who visited
Sweden between 1933 and 1935 and talked extensively with economists,
officials, and political leaders. In 1936, Thomas published Monetary Policy
and Crises: A Study of Swedish Experience. By now Thomas’s economic analy-
sis has been superseded, but some of his more sociological observations
remain acute. Thomas emphasized that the Swedish state had a special
capacity to pursue coordinated monetary and budgetary policies because
the “Bank of Sweden is publicly owned and is responsible to the Banking
Committee of the Riksdag.”®® He was especially impressed that

in Sweden great respect is paid to the professional economist. He commands an
honoured place in the scheme of things in marked contrast to the scepticism or the
polite indifference with which he is regarded in this country [i.e., Britain] or the
United States. . . . The curious thing is that though [Swedish economists] . . . often
take part in the hurly-burly of politics, the authority attaching to their pronounce-
ments is not thereby weakened.®

In his preface to the Thomas book, Professor Hugh Dalton of the London
School of Economics pointed to an explanation for this: “Economists in that
country [Sweden] are, and have long been, in closer touch with practical
affairs than in some others, with benefit both to themselves and to public
policy.”” Indeed, much of the answer to why the Swedish Social Demo-
crats launched a deficit-financed recovery strategy in 1932-34 lies in the
history of the Swedish state from preindustrial times and its long-estab-
lished mechanisms for bringing experts, bureaucrats, and political repre-
sentatives together for sustained planning of public policies.

Apart from brief interludes when parliaments checked royal power,
Sweden, from the seventeenth century to the early twentieth, was a bu-
reaucratically centered monarchical regime.”” Central administrative boards
charged with overseeing governance through royally appointed regional
officials were established in the seventeenth century by King Gustavus
Adolphus II and his chancellor Axel Oxenstierna. Henceforth, policy for-
mation was strongly influenced by the dominance of central administrative
boards.” These boards were separate from departments engaged in policy
implementation and thus could 4ake a strong role in longer-term pglicy
planning. Moreover, royal investigatory commissions recurrently deliber-
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ated new national policies, and these included state officials as well as rep-
resentatives of major social groups. Standing parliamentary committees —
with representatives from all estates, or from both houses of the Riksdag
after a two-house national representative system replaced the four estates
in 1866 — also regularly cooperated with the king’s officials to frame com-
promises and pass proposed measures.

Very rapidly, between the 1880s and 1920s, Sweden was transformed
f.rom an agrarian monarchical bureaucracy into an industrial-capitalist par-
liamentary democracy.” In the years surrounding World War I, sharp but
nonrevolutionary political struggles, centered in a working alliance be-
tween the Social Democrats and the Liberals, led step by step to a universal
franchise and to fully responsible parliamentary government. Despite these
fundamental changes, initiative in the realm of public policy making did
not simply devolve into parliamentary bargaining. Instead, Liberal and So-
cial Democratic party leaders, especially those elected to the Riksdag, were
absorbed along with economic interest-group leaders into modernized ver-
sions of Sweden’s deeply rooted system of deliberative, consultative, and
state-centered policy making.” Investigatory commissions and parliamen-
tary standing committees guided by administrative officials carried on in
the new democratic polity. Such bodies increasingly mobilized the exper-
tise of the modern social sciences through the direct participation of pro-
gessors, graduate students, and other researchers in their policy investiga-

ons.

Against this background, we can understand how a key Social Demo-
cratic politician, Ernst Wigforss, along with some young Swedish econo-
mists, carried out policy-relevant deliberations on issues of unemployment
in the later 1920s. During one of their brief interludes in power, in 1926
the Social Democrats appointed a Committee of Inquiry into Unemploy:
ment to investigate the causes of unemployment and conceivable remedies
for it.”> Ernst Wigforss served on this investigatory commission, along with
the prominent conservative economist Gosta Bagge. During the years of
the commission’s typically unhurried operation, Wigforss formulated the
new Social Democratic proposals for public works at prevailing wages.
Meanwhile, the commission “engaged the research energies of practically
all of Sweden’s handful of young economists,” including Dag Hammar-
skjold, Alf Johansson, Gunnar Myrdal, and Bertil Ohlin.”® A series of im-
portant research monographs was completed under the auspices of the
official investigation, and the younger economists associated with it would
later come to be known as the ““Stockholm school.”””

The origins of breaks with orthodox neoclassical economics in Sweden
have been the subject of vigorous debate among historians of economic
thought.” One position is that the Swedish economists arrived at new an-
alytical understanding about possibilities for activist financial measures and
the use of government deficits as a recovery tool by building on the indig-
enous Swedish theoretical tradition established by Knut Wicksell. This ar-
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gument suggests that the young economists influenced the thinking of Ernst
Wigforss. An alternative interpretation is that Wigforss was inspired pri-
marily by the English Liberals and Keynes and that he in turn influenced
the theorizing of the emerging economists of the Stockholm school. What-
ever the precise lines of influence, however, it is obvious that, under the
aegis of investigations and discussions conducted by the committee estab-
lished in 1926, important policy-relevant economic ideas were developed.
Quite likely, both Wigforss and the young economists were affected by
participation in the public investigatory effort.

The worldwide depression engulfed Sweden in 1930-31, and the elec-
toral victory of the Social Democrats the following year provided the ideal
context for the continuance and practical culmination of the ongoing co-
operation between party leaders and innovative Swedish economists. The
international financial collapse opened the way for new Central Bank pol-
icies to cushion domestic deflation.” With nearly one-fourth of the union-
ized labor force out of work,® unemployment was a more pressing issue
than ever for the Social Democrats; so the Riksdag appointed a new Com-
mission on Unemployment, with the leading figures of the emerging
Stockholm school — Myrdal, Ohlin, and Hammarskjold — as the directors.
Drawing on accumulated studies and ideas, this team of economists coop-
erated closely with Wigforss, now finance minister, in formulating the So-
cial Democrats’ strategy for economic recovery.®! At the heart of the Social
Democratic strategy were proposals, rationalized simultaneously in hu-
manitarian and in demand-stimulus economic terms, calling for loan-fi-
nanced public works that would employ workers at union wage rates. The
party’s long-standing concern with reforming public works projects in the
interest of unemployed workers was fused with the economists’ ideas about
fiscal measures likely to stimulate national recovery from depression.

After six months of negotiations in the Riksdag, a version of the Social
Democrats’ proposed program was enacted. The compromise ultimately
struck was known as the “Cow Deal” between the Social Democrats and
the Agrarian party. (Later we shall discuss how the Swedish state structure
facilitated this and subsequent worker—farmer compromises.) To help
farmers, the Cow Deal called for $10 million in agricultural loans along
with agricultural price supports.®? To address industrial unemployment,
large grants for public works were approved.® The old Unemployment
Commission was left in operation for the time being, but wages on its proj-
ects were raised to the prevailing market rate for unskilled labor. Sepa-
rately administered new public projects were to pay union rates. Ironically,
a prolonged strike by construction workers in 1933-34 delayed the full im-
plementation of the public works proposal, but after 1934 greater emphasis
was placed on new public works, which were more generously financed
than the activities of the Unemployment Commission.®

Today, most analysts agree that the early revival of Swedish exports in
the 1930s, rather than the Social Democratic program of deficit spending



132 Margaret Weir, Theda Skocpol

for public works, was the primary cause of the country’s relatively rapid
recovery from the depression.® Arguably, however, the Social Democratic
program did ensure the domestic conditions needed to sustain an export-
led recovery.®” Swedish national production regained predepression levels
by 1935-36, and growth continued apace after that (although residual un-
employment lingered in Sweden as elsewhere).® In any event, the primary
significance of the Social Democratic recovery strategy of the early 1930s
lay not in its difficult to pinpoint economic results, but in the stable basis it
laid for continuing Social Democratic governance. Moreover, the Social
Democratic alliance with experts, who continued to be drawn into govern-
ment-appointed commissions, would therafter regularly expand the eco-
nomic and welfare functions of the Swedish state.®

In sum, the Swedish state’s policies and structure in the 1920s provide
the key to the Social Democrats’ remarkable proto-Keynesian recovery
strategy of 1933. Reacting to the state’s established means for handling
problems of unemployment, the Social Democratic party continually looked
for ways to reform the implementation of public works. And the unique
institutional mechanism of the state-sponsored investigatory commission
allowed economic experts, Social Democratic politicians, and officials to
ponder togehter — for several years before the depression crisis — how it
might be politically and administratively feasible and intellectually justifi-
able to devise public policies to combat mass unemployment. Of course,
irreducible elements of individual creativity were involved in the answers
they devised, but it is difficult to imagine a better structural matrix for the
crystallization of “Keynesian” macroeconomic strategies several years be-
fore the appearance of The General Theory itself.

The U.S. State Structure and the Limits of America’s New Deal

Just as the Swedish Social Democrats benefited electorally from the on-
slaught of the Great Depression, so did the Democratic party in the United
States and the “New Deal” wing within it led by Franklin Delano Roosevelt
of New York. As Roosevelt and the Democrats came to national power in
1932-33, an especially devastating economic crisis by international stan-
dards pushed them toward bold national state actions — including public
spending on an unprecedented scale — to aid farmers, relieve the unem-
ployed, and promote national economic recovery.

In response to the severe and prolonged economic crisis and the press-
ing political demands it repeatedly engendered, the New Deal moved
through major phases, each of which will be analyzed in subsections to
follow.” The early New Deal pursued a de facto policy of running federal
deficits to finance public works and emergency relief but did nof launch an
explicit program of national economic recovery along these lines. Only quite
late in the 1930s, in 1938-39, did Roosevelt finally accept Keynesian-style
economic reasoning to justify public expenditures for social purposes. At
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this point, the liberal New Deal was reconceptualized in social Keynesian
terms that resembled the goals of Swedish social democracy. Nevertheless,
despite many conditions that favored such a culmination of New I?ea.l re-
forms, the United States ended up instead with commercial Keynesianism.

As we analyze these successive phases of the U.S. New Deal, we must
keep in mind that the depression era in the United States not only engen-
dered a series of debates over how to use the existing capacities of the
national government to deal with social and economic problems, but also
unleashed struggles over unprecedented initiatives by the federal govern-
ment and the executive branch. A state structure previously quite decen-
tralized, with national policy making coordinated more through congres-
sional brokering than through presidential initiatives, was.itself undergomg
basic changes during the New Deal. Whatever the (considerable) remain-
ing roles for local administration in Britain and Sweden, truly ”nahona}
states and polities had already been established well before the 1930s in
both countries. But the American New Deal was a period of central state
building and the nationalization of politics — and a time of conflicts over
just how far those wrenching processes might go.”"

The Two-Track Strategy of the Early New Deal

The early New Deal in the United States brought to power an activist pres-
ident and a Democratic party anxious to expand federal initiatives to cope
with a depression already of unprecedented scope, depth, and duration by
1932-33. The situation faced by the U.S. New Dealers had closer resem-
blances to Swedish than to British circumstances. As in Sweden, agricul-
ture remained economically important, and workers and farmers alike sup-
ported the forces of political reform in 1932.% Also as in Sweden, the United
States lacked established public benefits to cushion the unerpployed or
preoccupy the Democratic party, and public works were a recognized means
of coping with rising unemployment. '

Indeed, from the 1920s, both popularizing economic writers and a thIe
array of academic economists urged that the federal government use in-
creased spending on public works as a method to combat unemployment
and counter business downturns. In 1928, two popularizers, William Tru-
fant Foster and Waddill Catchings, published a widely read book, The Road
to Plenty, in which they argued that government spending on publigcé works
was needed to regulate the balance between savings and investment.™ Foster
himself testified before the Senate in 1932, urging that spending be boosted
for all kinds of public works and that the national debt be increased “as far
as is necessary to restore employment and production.””** Nor were aca-
demic economists, as is often supposed, unanimously urging the “ortho-
dox” course of wage cuts and governmental budget balancing. As the re-
search of J. Ronnie Davis has amply demonstrated, there were dozgns of
respectable academic economists, especially from Chicago, Columbia, and
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many state universities, who urged deficit-financed public works expen-
ditures upon Congress, President Hoover, and President Roosevelt.*® This
was not surprising, because research on business cycles had, by the 1920s,
made the notion of timing public works expenditures for countercyclical or
pump-priming purposes a well-known possibility, and intellectual depar-
tures from neoclassical equilibrium assumptions were underway on a va-
riety of empirical and theoretical fronts.%

To be sure, public works in the United States before the 1930s had been
primarily a local and state responsibility, as were welfare for the impover-
ished and relief for the unemployed.?” Neverthess, by 1932, local and state
governments were begging the federal government to take over the burden
of dealing with the problems of their distressed constituents. Democratic
party politicians were similarly disposed. With local finances at the break-
ing point and the party holding national power for the first time in twelve
years, federal money and patronage had great appeal.”® The unusual do-
cility of locally based political power that prevailed in the United States in
1932-34 thus offered the national government the chance to forge a fun-
damentally expanded and new role for itself.

Roosevelt did not, however, choose to implement a national recovery
strategy based on public deficit spending during his “first” New Deal (or
even during the “second”” New Deal of 1935-36). Instead, for many years
the New Deal proceeded along two tracks not explicitly coordinated with
one another. On one track, the officially most visible one, regulatory efforts
and self-financing interventions were featured in the New Deal’s first na-
tional recovery strategy and also in the first steps it took to create a per-
manent federal welfare state in America. The National Recovery Adminis-
tration (NRA) of 1933-35 emphasized business regulation.”® The first
Agricultural Adjustment Administration (AAA) of 1933-35 was “self-fi-
nancing” through a tax on agricultural processers.}® And the Social Secu-
rity Act was formulated and passed in 1934-35 strictly on what Roosevelt
called a ““sound” fiscal basis, mandating the collection of taxes from work-
ers well in advance of their eligibility for benefits from unemployment or
old-age insurance.!

Meanwhile, federal deficits were run up right from the start of the New
Deal to pay for public works and relief efforts on an unprecedented scale.'®
But these expenditures were strictly for humanitarian purposes and were
carefully segregated into an “emergency budget,” while Roosevelt and his
financial advisers endeavored to keep the “regular” budget in balance.
Moreover, the goal of the “balanced budget”” was held up as the measure
of New Deal success. As soon as the economic emergency let up, Roosevelt
repeatedly promised, all federal expenditures would be balanced against
tax income.®

To explain why the New Deal so doggedly avoided a recovery strategy
of deficit spending, we need to examine the historical formation of the U.S.
state structure. In the nineteenth century, the United States had a “‘state of
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courts and parties.” This form of political organizafcion flgurishec} in the
absence of both public bureaucracy and programmatic p011t1§a1 parties, a?o%
its legacies limited the capacities of the federal government in the 1930s.

In contrast to Britain, Sweden, and most other European nations, the
United States experienced the early establishment of (white)lgganhoqd suf-
frage — before any national bureaucratic state was formed.'™ Despite the
fact that American workers voted sooner and more universally than Euro-
pean workers — in fact, in significant part because they did — their Follectwe
interests as a class did not come to be directly represented in national pol-
itics. Because there was no bureaucratic state in place at the time of the
accomplishment of popular democracy for white men in the .18203 to 1840s,
patronage-oriented political parties (alon‘g w1th courts) dorr}mated rpuch of
the polity from the very start of industrialization. .(zompenng parties vied
for workers’ votes within local residence communities, on the basis of the
patchwork of ethnoreligious identities that divided worke'rs among them-
selves, yet tied subsets of them to sets of farmers and busmestsmfen.' Tf’ be
sure, there were many benefits for workers, especially in local']qnsdlcggns
where they were the solid majority, but no major labor or soglahst pohtl.ca'ul
party emerged in the United States to pursue pl"o—trade union or specifi-
cally worker interests through programmatic national appeals. .

The nineteenth-century U.S. state structure changed in some 1mp9rtant
ways before the coming of the New Deal. Progressive reformers in the
early twentieth century sought to undercut the hold of patronage-oriented
political parties on public policy making and to carve out room for expert-
dominated administrative agencies within urban, state, and federal gov-
ernments. % However, the Progressive reformers did not typically try to
create national bureacracies with authority penetrating into localities, and
they were largely opposed to any great expansion of the. spending powers
of government. An essential part of their struggle was directed against the
free-spending “‘corruption” that they thought to be char'acterl'stlc of Fhe
patronage-oriented political parties, whose hold over public policy makl'ng
they were trying to break.'” Moreover, the successes of the Progressive
administrative reformers were scattered and incomplete, and their partial
successes combined with the weakening of party competition in the‘early
twentieth-century United States to exacerbate tendencies toward disper-

sion of political authority within the American state structure as a whole.
Conflicts increased among presidents and congressional coalitions, and the
various levels of government in the federal system became more decoupled
from one another.'®

Conflicts of sovereignty, fragmentary administrative reforms, al}d fed-
eral decentralization all, in turn, affected the relationships of emerging so-
cial science professionals to public policy making in the Unite.d State's. To
be sure, significant “expert” access to public policy making was first ?chleyed
by the reformers of the Progressive Era, many of whom were soglal scien-
tists, and then enhanced by the wartime mobilization of academic experts
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into federal service.'” Herbert Hoover also had a penchant for organizing
expert-dominated conferences and advisory commissions during the 1920s.1%0
The elaborate reports and policy recommendations of such conferences and
commissions were frequently ignored, however, especially when they called
for federal spending.'"" Congressional brokering remained preeminent in
the 1920s, and Herbert Hoover did not advocate direct federal government
interventions.!!2 '

In the absence of access to national centers of policy making and imple-
mentation such as the Swedish economists enjoyed through participation
on that country’s administratively anchored investigatory commissions, U.S.
economists could hardly lay the strategic groundwork for coherent macro-
economic inventions in response to the depression. Nor could academic
economists, often isolated from practical policy making and inevitably scat-
tered across the country’s large and competitive system of universities,
easily assemble a unified school of thought to challenge orthodox assump-
tions with well-reasoned and mutually reinforcing alternative ideas, as did
the young economists in Sweden. Only two groups of U.S. economists

seem to have managed during the 1920s to fuse practical politicoadminstra-

tive considerations with theoretical innovations in the style of the emerg-
ing Stockholm school. These groups were the ““Commons school” of insti-
tutional economists in Wisconsin and a network of agricultural economists
oriented to the activities of the U.S. Department of Agriculture (USDA)
and its Extension Service. In the early to middle 1930s, each of these groups
would forge a particularly successful program within the New Deal as a
whole. Wisconsin people would shape the Social Security Act,''® and the
USDA economists would shape the New Deal’s agricultural price supports
and subsequent efforts at agricultural planning.!™ But there was no coun-
terpart group in a position to shape national economic recovery strategies
as such.

Given this background on the historical formation of the state structure
— of America’s distinctive complex of weak national administration, di-
vided and fragmentary public authority, and nonprogrammatic political
parties — it is easy to understand why the early New Deal of 193234 pro-
duced a welter of federal initiatives in response to the troubles of the
depression, yet put the NRA and the AAA rather than a coherent strategy
of public deficit spending at the center of its efforts. In contrast to the sit-
uation in Sweden, there could be no synthesis of initiatives from a central-
ized administrative state and from a national parliamentary party devoted
to pursuing a collective working-class interest in full employment. Neither
the administrative state nor the programmatic party existed. Instead, the
early New Dealers married wide popular support — achieved by channel-
ing “temporary” spending for relief and public works through locally rooted
congressmen and Democratic politicians — with low-cost, Progressive-style
extensions of federal regulation in the national interest. Without having to
fashion any political program explicitly recognizing class interests, the New
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Dealers could offer something to individuals or groups ir.1 all class_es. They
put the federal government in the role of an active umpire ensuring com-
mon efforts for national recovery by regulating against “‘uncooperative
elements in all groups. N '

All of this could be done, moreover, without exp11C1t‘1¥ planning perma-
nently to expand federal spending, let alone budget deficits. For Boosevelt
and the other reform politicians who launched. the New Deal, {t seemed
not merely economically wise, but also morally important to avoid perma-
nent fiscal expansions. To understand why, we must reca'll thjat Roosevelt
himself, along with most of the key officials he brough.t with .hlm to Wa_sly
ington (especially from the states of New York and Wlsconsm), had origi-
nally “come of age’ politically during the Progreslsllve Era. For these vet-
erans of fights against “political corruption,” “balanced gqverment
budgets” symbolized honest government itself.”* Thus, the earl%er h}story
of efforts to overcome patronage democracy and create a certain klr}d of
regulatory — but not free-spending — state in America n}ade it very un11keg
that the mature reform politicians who came to Wa§h1ngton to cope with
the depression would find notions of deliberate deficit spending very ap-

pealing.

Possibilities for Social Keynesianism in the Later New Deal

In contrast to the British Labour party, America’s New Deal Democrats
remained in power and enjoyed continued room for maneuver throughout
the 1930s. The activist humanitarian reforms of the ealily New Dea.ll allowed
Democratic majorities to grow in 1934 and 1936. Unhkg t‘h.e Social Demo-
cratic strategy in Sweden, however, the New Deal’s 1.rut1a1 program for
national economic recovery was not confirmed by a rapid recovery of eco-
nomic production or employment to predepressior} levels. The recovery
strategy centered on the NRA collapsed even before it was declared uncon-
stitutional in 1935. Without pausing to discuss all of the developments of
1934-36, we turn to the later New Deal, when changes came together ina
way that might have facilitated a U.S. breakthrough to social Keynesian-
lSl};deed, the last part of the New Deal provides a more telling comparison
with Swedish social democracy than does the early New Dfeal. Betwgen
1936 and 1939, class-oriented politics was at an all-time high in the United
States. The organizational power of industrial labor expa}nded to an un-
precedented degree, and programmatic alliances of unions and liberal
Democrats took shape.’® Within this general context, a number of ele-
ments pointed very specifically toward the adoption of a social Keynesian
program for national economic recovery, to be followed })y a more long
term marriage of public social spending and macroeconomic mar}agerr}enti
For one thing, by 1937 a variety of federal programs and agencui%exmte
through which increases in spending could be readily effected.”'” More-
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over, the Works Progress Administration (WPA) in particular had estab-
lished a national program of public works that could serve as a basis for
further federal interventions. Although WPA projects were initiated lo-
cally, Washington approved all proposals. The central administration set
employment quotas and monthly program budgets for each state. Regional
offices reporting back to the chief administrator, Harry Hopkins, moni-
tored and advised state and district administrations to ensure that federal
guidelines and intentions were followed.!!8 The movement toward greater
central control grew in each year of the program’s existence, from 1935
onward.

Although the WPA provided a framework through which flexible central
spending policies could be implemented, neither it nor other federal spending
programs were originally conceived as part of an explicitly countercyclical
strategy. Yet support for exactly such a strategy had been growing for some
years inside the federal executive. It is interesting that the key architect of
the original proto-Keynesian policy thrust from within the U.S. state was
not a university-trained economist. He was Marriner Eccles, a Utah busi-
nessman-banker whose formal eduction was only to the high school level.1**

Early in the 1930s, Eccles became convinced that deficit government
spending could produce recovery from the depression, and he carried his
idiosyncratic views into the Federal Reserve Board when he became its
chairman in 1934. As his assistant, Eccles recruited a former Harvard in-
structor, Lauchlin Currie, whose diplomatic skills smoothed Eccles’s rela-
tions with other officials and whose technical skills led in 1935 to the de-
velopment of crucial new techniques for calculating on a monthly basis the
“net income-producing expenditures of the federal government.”120 To-
gether, Eccles and Currie built up, step by step, a like-minded network of
allies prepared to lobby the president on both economic and humanitarian
grounds for expanded social spending.'?! The network included some cab-
inet-level officials, especially Harry Hopkins at WPA and Henry Wallace at
Agriculture, along with various young academically trained economists in
executive-branch staff positions. Working from within the New Deal exec-
utive establishment, in short, Eccles and Currie gradually accomplished for
the United States something akin to the fusion of new economic thought
with concretely feasible policies that those involved in investigatory com-
missions accomplished in Sweden in the late 1920s and early 1930s.

Along with these administrative and intellectual developments, the con-
figuration of power in Congress suggested that those working for the in-
terests of farmers and industrial labor might cooperate over sustained pub-
lic spending. Before the first AAA was declared unconstitutional in 1936,
farm subsidies had been paid by a tax on processors. Once that tax became
illegal, farmers were dependent on congressional trade-offs to secure an-
nual appropriations for the parity payments to which they were now ac-
customed. No liberal on most matters, American Farm Bureau leader Ed-
ward O’Neal urged workers and farmers to stick together in the face of
“‘economy boys” who threatened programs desired by each group.'?
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The Sour Note

Figure 4.4. A cartoon by C. K. Berryman in the Washington Star,
December 4, 1938. (Source: Dean L. May, From New I?eal to New
Economics: The American Liberal Response to the Recession of 1937.

New York: Garland Publishing, 1981.)

Finally, at a critical conjuncture, the budget-minded Fr.anklin RooseYelt
was converted to deficit spending as a solution to th.e continued c_lepressmn
in the American economy. When the sharp economic downturn in 1937 cut
industrial production by one-third, the New Deal was thrown into an acute
political and intellectual crisis.”” Executive-branch advocates of df:ﬁmtg
spending remedies urged the president to disregard the b_udget-mmde
advice of Treasury Secretary Henry Morgenthau. The Washington Star Caz
toon in Fig. 4.4 shows who won this crucial argument. Aft(?r prolQnge
indecision, Roosevelt heeded the advice of the spe_nc}ers .and in April 1938
announced a program for releasing some $6.5 bllho.n.m federal funds,
through over $2 billion in monetary measures, $1..5 b}lhon in Recpnstruc-
tion Finance Corporation loans, and about ‘$3 bl.lhon in congre_ss%onal.ap-
propriations, mostly for the WPA and the Public Works Admu}ls.tratlon.
Although there were some congressional attempts to place restrictions on
such funds, these objections were overridden in the face of the economic
downturn. In fact, with congressional elections only seven months away,
the final bill actually allocated more funds than Rogsevelt had rgc}uested,

thanks to rural representatives who tacked on a parity payment.
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In the aftermath of this policy watershed in 1938, Roosevelt and liberal
New Dealers remained believers in government spending as a way to com-
bine economic and social policies, fusing, in short, what had been the two
separate tracks of the earlier New Deal.'?® Roosevelt's 1939 budget and
annual messages attributed the 1938 recovery to planned increases in fed-
eral spending and argued for the continued use of fiscal stimuli to increase
national income. Then the Roosevelt administration proposed a hefty Works
Financing Bill to Congress, justified as a needed boost for the economy,
which had leveled off after recovery from the 1937 recession. This “spend—
lend bill” called for the establishment of a $3.06 billion revolving fund for
self-liquidating public projects.!?

These developments in the New Deal’s official orientation occurred,
moreover, just as Keynes’s new economic theory found a prestigious uni-
versity home among American academic economists. It is interesting that,
inits U.S. interpretation, Keynesian economics initially took on a distinctly
more social democratic guise than one could find in Keynes’s own writ-
ings. What is more, American Keynesians in the late 1930s were often openly
critical of the prerogatives of private business, and, ironically, this hap-
pened even as the politically well-established Swedish Social Democrats
were moving toward a rapprochement with Swedish capitalists.’?”

As John Kenneth Galbraith aptly put it, “The trumpet . . . that was
sounded in Cambridge, England, was heard most clearly in Cambridge,
Massachusetts. Harvard was the principal avenue by which Keynes's ideas
passed into the United States.””'?® Alvin Hansen moved to Harvard in 1938
from the University of Minnesota, arriving just as he converted intellec-
tually from a skeptic to a disciple of Keynes’s 1936 theory.!?* Once at Har-
vard, Hansen galvanized a preexisting group of graduate students and young
academics into what became for a time the “stagnationist school” of
Keynesian thought. This orientation held that private investment in the
United States would probably not be able to attain and sustain a full-em-
ployment, growth economy without permanent infusions of public spend-
ing.’ In the 1938 pamphlet An Economic Program for American Democracy, a
popularized version of such ideas was deployed by a group of young Har-
vard and Tufts economists to celebrate the liberal New Deal and its re-
sponse to the 1937 recession.’® An unmistakable antibusiness tone suf-
fused this tract, which called for increased public spending in combination
with structural reforms in the U.S. economy and redistributions in the in-
come structure.

Hansen was more cautious, as his December 1938 presidential address
to the American Economic Association reveals, 132 Nevertheless, his theo-
retical and humanitarian commitment to heightened levels of public social
spending was clear and became sharper as his and his students’ ties to
liberals in the Roosevelt adminstration grew,'® for stagnationist Keynes-
ianism in the United States was no mere “ivory tower” phenomenon. Han-
sen taught in Harvard’s new Littauer School of Public Administration as
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well as in the Department of Economics, and from 1939 onward, his stu-
dents and followers moved in considerable numbers into important exec-
utive-branch posts.'* Hansen himself gave celebrated testimony before
Congress in 1939 and served in important advisory posts.

By 1939, therefore, two streams of “new economics” had come together
in the United States: The Eccles—Currie deficit spenders, who had labored
for years within the federal executive, were emboldened and ir}Spifsid by
the new stagnationist Keynesianism of the Cambridge academics.™ The
academics, in turn, had discovered in the New Deal’s course, from the
early 1930s through the spending response to the 1937 recession, a rgal-
world justification for their distinctive reading of Keynes and the policy
conclusions they wanted to draw from it.'%

The Obstacles to Social Keynesianism in the United States

Propitious as the post-1938 situation looked, howeyer, it would take more
than particular congressional votes and the conversion of Rposevelt admin-
stration officials — even more than a social democratic reading of Keynes b'y
prestigious U.S. economists — to institutionalize Keyqesian macroeconomic
management combined with high levels of social ‘spendmg. in thg
United States. Some contrasts to the ways in which social Keynesian poli-
cies were institutionalized in Sweden during the 1930s can help usto under-
stand the obstacles to a comparable accomplishment in the .Umted States.

In Sweden, the long tradition of central administrative guidance and the
programmatic discipline of national parliamentz}ry parties alloyved the So-
cial Democrats to implement and build on their social-spending strategy
with little controversy once the Cow Deal of 1933 was struck: Public works
programs in Sweden could be centrally planned yet !ocall}{ ~1mplgmented,
because local governments were accustomed to working with national ad-
ministrative boards. With remarkable ease, the Swedish state was able to
centralize formerly local functions in the course of the 1930s. For example,
Social Democratic reforms in 1934 undertook to reorient local labor ex-
changes to the national labor market by increasing ce.zntraisgontrol, boosfmg
state subsidies, and expanding the scope of operations. Morgover, ina
context in which the Riksdag was attuned to working cooperatively with
government leaders and adminisirators, it proved relat.ively easy to reor-
ganize Swedish budget planning in 1936-38. And the t1meworn.dev1ce of
the public commission could be used again and again by the_ Social Df:mo-
crats to plan new forms of social spending, labor-market interventions,
and macroeconomic planning.'* o

The ready adaptability of Swedish administrative and party arrange-
ments to the implementation of public works and the relative ease with
which further modifications of government operations could l?e made com-
patible with enlarged welfare-state efforts contrast sharp.1y. w1th the major,
and politically controversial, changes in the federal administration and the
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role of the executive that were needed for comparable policy purposes to
be consistently pursued in the United States. Because the rapid growth of
the federal government during the New Deal had occurred in a disparate
and unchecked fashion, a profusion of agencies carried on more or less
independently of one another. Better control and coordination were needed
before any coherent macroeconomic strategy based on public spending could
be put into place. Proponents of a sweeping program of executive reorga-
nization that Roosevelt tried to get through Congress in 1937-38 under-
stood this. They aimed to create a powerful presidency ““‘equipped with the
personnel, planning, and fiscal control necessary to implement [its] . . .
social program.’’1%

In the light of the long-standing twentieth-century rivalry between pres-
idents and Congresses for control over expanding realms of federal admin-
istration, it was hardly surprising that Roosevelt’s proposals for reorga-
nizing the executive were interpreted, even by many of his regular liberal
supporters, as a power grab that could strip Congress of its authority and
disrupt carefully cultivated relationships among congressional committees,
interest groups, and federal administrative agencies.!¥* Thus, the reorga-
nization proposals were eviscerated by Congress. The defeat of the boldest
features of executive reorganization boded ill for efforts, from the late 1930s
through the 1940s, to carry out policy planning or exert fiscal coordination
in ways that would have facilitated Keynesian macroeconomic manage-
ment and made more credible sustained programs of public spending for
full employment and social welfare. The defeat made quite clear that, de-
spite all the forces apparently pushing the United States toward social
Keynesianism in the later New Deal, established institutional channels of
policy making centered in Congress were proving to be immovable obsta-
cles to prerequisite administrative reforms.

Contrasts in state capacities for introducing and controlling social-spend-
ing programs were not the only factors pushing the Swedish and U.S. new
deals toward different outcomes. There were also important contrasts in
the interests and political capacities of the sectors of agriculture drawn into
policy coalitions during the 1930s in the two nations. These contrasts were
closely bound up with the ways in which state structures and initial
depression-era policies strengthened alternative possible political alliances
involving farmers in Sweden and the United States.

In Sweden, the alliance between the Social Democrats and the Agrarian
party embodied in the Cow Deal of 1933 was essential for the initial intro-
duction of the deficit-financed strategy for coping with the depression. This
alliance was quite a new departure in Swedish political history. In part,
prior social changes in the base of the Agrarian party made it possible, as
did the depression crisis itself, yet the alliance was also crystallized and
solidified by the workings of the Swedish state structure and party system.

Since its formation in 1917, the Agrarian party had aligned with parties
of the Right, because it opposed the free-market, proconsumer stance of
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the Social Democrats and feared that they might bring higher wages to the
countryside.!#! Obstacles to a new alliance were relieved by the late 1920s
through the ascendance of leaders oriented to the interests of a growing
number of smaller farmers in the Agrarian party and through the move-
ment of large grain farmers into the Conservative party.'* When the cpl-
lapse of British and German markets in 1932 spelled disaster for Swedl.sh
small producers, they turned to government for an active program of price
supports (without production controls), which the bourgeois parties were
reluctant to provide.!®> At that point, the Agrarians were still worried about
rural wages, and the Social Democrats, for their part, were reluctant to
back policies that would raise the cost of living for workers. #* Thus, .there
was nothing economically inevitable about the Cow Deal. It was politically
and economically possible, however. The Social Democrats could not pass
their program without additional parliamentary support, and beleaguf:rgd
Swedish farmers found expanded consumption and government subsidies
attractive. .

The centralized structure of Swedish policy bargaining — involving rep-
resentatives of social groups and economic experts, all arguing from whgt
might be called the point of view of the state — helped turn the potential

farmer alliance with labor into an actual and enduring agreement. The ar-

guments of the officially influential economists about the beneficial effe'cts
of public spending facilitated the initial 1933 agreement by undgrsconng
the common, non-zero-sum interest that workers and farmers might ha‘ve
in a government-stimulated economy. And because parliamentary parties
and politics in Sweden were nationally organized, striking a programmatic
political bargain within the central government arena was the only mean-
ingful channel open to farmers looking for relief from the d'epl.:essmn. It
was, likewise, the only way for the Agrarian party to expand its 1nﬂue.nce.

That continued to be true after 1933, especially as the alliance gained
political momentum from the success of its policies. Although the chial
Democratic government fell briefly in 1936 in a dispute with the Agrarians
over defense and pensions, the Social Democratic party scored a subs'tan-
tial victory in the election that year, and the coalition with the Agranans
was reformed (and endured thereafter through various permutations for
decades). The Social Democrats continued to support farmers fi!ongl’the
lines of the 1933 agreement, and between 1937 and 1939, the coalition en-
acted a broad program of social legislation,” including improvements in
old-age and disability benefits, stronger labor laws, free maternity care,
rent allowances for large families, and subsidized dental care for all
Swedes. # ~

Cooperation between political representatives of industqal labor and ag-
ricultural interests proved much less durable in the American Democratic
party, even though it, like the Social Democratic party, gained electorc::\l
ground by 1936. The trouble lay in the group alliances that ’fl}e New Dea.l s
policies eventually strengthened. Rather than enduringly uniting labor with
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those farmers who would benefit most from increased domestic consump-
tion and state interventions in agriculture, the New Deal ended up joining
together larger, commercially well-established, export-oriented southern
cotton producers with better-off midwestern corn and wheat farmers ori-
ented to domestic as well as international markets. This cross-regional al-
liance, which took shape from the middle 1930s, was embodied in the
American Farm Bureau Federation (AFBF), an organization that became
very influential in Congress owing to its presence in many local districts.%”
The AFBF increasingly opposed federal government reforms that might in
any way compromise the interests of established agricultural producers
and concentrated instead on securing price subsidies tied to production
controls favorable to all of its larger-farmer constituents regardless of their
international or domestic market orientations. By the later 1930s and the
1940s, the AFBF frequently cooperated with the conservative alliance of
southern Democrats and Republicans in Congress to oppose many urban
liberal Democratic initiatives.

In the early stages of the New Deal, it was not at all foreordained that
this particular coalition involving farmers would emerge as dominant. An
alternative coalition might have brought together labor and consumers with
dairy farmers, smaller midwestern grain producers, and southern farm
tenants. The National Farmers’ Union did, in fact, embody a weak version
of this alliance, and its policies consistently demonstrated sympathy with
continuing federal reforms and a domestic spending strategy.148 Ironically,
however, the initial New Deal agricultural program, in particular the pro-
duction controls implemented through the first AAA and the federal Ex-
tension Service, had the unforeseen and unintended effect of organization-
ally strengthening the AFBF's ties to larger southern and midwestern farmers.
The most significant consequence of the links between the AFBF and the
Extension Service was the expansion of the AFBF in the South, tradition-
ally its weakest area of operations.'* By encouraging AFBF membership in
the South in order to facilitate the administration of federal production
controls, the AAA cemented ties among large commercial farmers in the
United States through a lobbying organization that would, after 1935, work
to stymie many AAA-initiated programs of agricultural planning as well as
liberal New Deal efforts to help poorer farmers and tenants.

Although the cotton—grain alliance embodied in the AFBF was less sym-
pathetic to increases in public social spending in the United States than an
alternative alliance involving farmers might have been, its opposition to
liberal New Deal initiatives after the mid-1930s (by which time commercial
farmers had recovered from the depression) did not stem from any unwill-
ingness to take federal subsidies as such. It was, rather, the governmental
controls that might accompany federal expenditures that provoked the stiff-
est farm opposition, especially from southern landlords. Many of the New
Deal programs introduced after 1935, especially the WPA and the Farm
Security Administration, entailed the intrusion of the federal government
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into jealously guarded local terrain. In the South the stakes were particu-
larly high. Many southern representatives in Congress had strong ties to
landlords who had dominated the region’s political and economic life for
over half a century. Proposals to expand the purview of central govern-
ment or to transfer local functions to Washington were staunchly 1.'es1sted
by these people.'® Especially as the national upheaval in industrial rela-
tions spread, southern elites sought to protect themselves from the Rf)o-
sevelt administration, which they held responsible for the growth of union
power. Likewise, the few overtures toward blacks made by the Ropsevelt
administration threatened to disrupt the caste system of race relations so
fundamental both to modes of labor control and to nondemocratic electoral
politics in the South. . o
Even though representatives of farm districts were nota majority in Con-
gress, the processes of legislation and the control that the seniority system
gave rural and southern committee chairmen allowed the best-organized
agricultural interests sufficient leverage to resist any perrr}anent compro-
mise with the liberal wing of the Democratic party.'*! Swedish farmers had
little choice but to enter right at the start of the 1930s iqto a centrally ne-
gotiated compromise with industrial labor and the 'Soc1a1 Democrats, or
else be excluded from power altogether. In the Unlteq Stafes, however,
farmers, especially the richer ones who consolidated their alliance through
the AFBF, benefited economically from the special farm programs of the
early New Deal and thereafter had no incentive to reach a lasting agree-
ment with labor and urban liberals in Congress. This was true despite the
fact that the 1936 Supreme Court invalidation of the processing tax that
had financed the first AAA made farmers dependent on Congressmna¥ votes
for recurrent crop subsidies. Even with this heightened Potefmal for
urban-rural trade-offs in Congress, no enduring programmatic alliance Te-
sulted. Representatives concerned with agricultural interests f:ould strike
ad hoc deals with liberals over particular packages of legislation, yet op-
pose them on others and all the while continue to look for bases of coop-
eration with other interests. '
Congressional conservatives initially did not oppose federal spending
packages as such, but instead worked to earmark funds and.to attach f)tl}er
restrictions reducing federal discretion. After the 19?38 electul)ln had dimin-
ished Roosevelt's support in Congress, however, his 1939 Sper}d—Lend
bill”” was defeated.’®® This defeat marked the first occasion on which Con-
gress rejected a major New Deal spending package strongly backed by the
president. Keynesians had considered this measure barely adgquate, and
their hopes for continuing the spending approach to economic recovery
begun in 1938 were thwarted by this setback. . .
In sum, the strength of local bases of power and congressional c‘leterml-
nation to block the institutionalization of stronger federal executive con-
trols were the essential barriers to constructing a permanent, nationally
coordinated system of social spending in the late 1930s. The upshot was
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that potential contributions by the increasing number of Keynesian experts
were deflected. Although Keynesian advocates were scattered throughout
the federal executive after 1938, their effectiveness depended on capturing
Roosevelt’s support in competition with other executive officials, and they
had little leverage with many congressional centers of legislative power.
Without programmatic political parties and without a strong administra-
tive state capable of bringing spending coalitions together for planning and
compromise, American Keynesians of the late 1930s could not parallel the
public policy achievements of the Swedish economists, even though the
programmatic hopes of many of them were quite similar.

Mobilization for World War II put an end to the political quarrels that
stalemated the later New Deal, yet the conflicts were only temporarily
postponed. Support persisted in Congress for national social spending and
federally sponsored reforms, but so did growing conservative opposition
to any further government expansion. During the war, the National Re-
sources Planning Board (NRPB), established under the auspices of the
watered-down version of the Reorganization Act passed in 1939, became
something of a magnet for planners and social Keynesians.!>® The NRPB’s
major report, Security, Work and Relief Policies, published in 1942, presented
a comprehensive survey of all relief policies and argued for greater coor-
dination and advance planning of federal social spending. Congressional
treatment of the board previewed the struggle over full employment that
would be fought three years later. In each year of NRPB'’s existence, Con-
gress attached increasingly restrictive provisions on its operations, and fi-
nally, after its major report was issued, Congress cut off appropriations for
the NRPB, ensuring the agency’s demise.!>*

Despite the lack of support for Keynesian social planning in Congress,
discussion of measures to ensure adequate employment opportunities after
the war absorbed professional economists and the general public, reflect-
ing the widespread fear of a major postwar recession. In early 1945, the
Full Employment bill was introduced in Congress.'® Based on stagnation-
ist Keynesian theory and expectations, the bill proposed that government
spending make up any shortfall between private investment and full em-
ployment. It envisaged a substantial and permanent role for the federal
government in the economy and received strong support from liberal rep-
resentatives in Congress and from the labor movement and its allies. Its
fate was to presage the shape of federal involvement in the economy for
much of the postwar period.

As in the later New Deal and in the struggle over the NRPB, southern
and rural conservatives held the balance of power in Congress. Opposition
to the bill by the AFBF and by the U.S. Chamber of Commerce and other
business organizations stressed the shared interest of farmers and business
in curbing the growth of federal government. Strategically placed conser-
vatives in the House, especially Representative William Whittington of
Mississippi, who worked closely with Chamber of Commerce economists,
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were instrumental in substituting and passing a greatly watered dowp ver-
sion of the employment bill.'>® The new Employment Act of 1946 did not
commit the federal government to spending to ensure full employment. I.t
merely authorized the president to monitor the economy and to submit
economic projections to Congress. The new mechanism it established was
the Council of Economic Advisors, whose authority was simply to advise
the president, not to prepare anything so comprehensive as the annual
National Production and Employment Budget proposed by the original Full
Employment bill.*>”

In the United States, the battle during 1945-46 over the Full Employment
bill marked the denouement of the drama that had begun when Roosevelt
assumed office in 1932. Tendencies similar to those that had produced
Sweden’s social Keynesian response to the depression gathered f'orce dur-
ing the 1930s in the United States, but the structure of the Arr}erlcan state
prevented them from producing a comparable synthesis of social spending
and macroeconomic management. In turn, the differing fates of the new
deals in Sweden and America had major and enduring consequences for
the way in which business was reintegrated into public policy making once
the depression was over. .

In Sweden, the political dominance of the Social Democrats, rec_onﬁrmed
by electoral victory in 1936, induced business to come to terms with Swgd-
ish labor unions and with the emerging Swedish welfare state. Reconciled
to the continuation of the Social Democrats in office, the Swedish Confed-
eration of Employers’ Organizations concluded a pact with the unions 'de-
signed to ensure increased stability in industrial relations aqd fo 'shlelg
wage negotiations from direct state regulation.’® Althoqgh thl.S private
corporatist system of centralized wage negotiations sanctioned in the Salts'-
jobaden Agreement of 1938 limited the direct reach of the Swedish state, it
was established in the context of high levels of public spending and it eased
future public policymaking for an internationally efficient economy and for
generous social welfare by establishing uniform and regulal" procec‘lures ff)r
negotiating nationally standardized wage increases. Sw.edlsh business, in
short, made peace with social Keynesianism — from whlch,‘lndeed, larger
and more efficient enterprises would benefit considerably in the postwar
period.’

In the United States, by contrast, after the supporters of the Full EmPloy-
ment bill of 1945 had been blocked by the congressionally centered alliance
of AFBF farmers and Chamber of Commerce businessmen, advocates of
commercial Keynesianism in the big-business-affiliated C.ommizgee for Eco-
nomic Development (CED) were able to pick up the pieces. The CEP

cooperated with moderate economists on the new Council of Econom{c
Adpvisors, and its economic thinking drew on long-standing work by Uni-
versity of Chicago-based economists who had anticipated some of
Keynes's policy prescriptions before The General Theory and who had never
converted to the Harvard-led stagnationist understanding of the U.S. econ-
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omy and the role that public spending should play in it.!*! By accepting
the least objectionable feature of Keynesianism — balancing budgets over a
period of years, rathet than annually — the CED and its moderate econo-
mist allies were able to institutionalize countercyclical policies that relied
on automatic stabilizers, not on increased government spending and the
discretionary power and stronger welfare state that would have accompa-
nied it.

Consumer purchasing power in the postwar United States was partially
sustained by such federal automatic stabilizers but also depended strongly
on recurrent union gains in private wage negotiations.®* These gains were
achieved through much more industrial conflict than occurred in Swe-
den.'®® National military outlays in the Korean War and its aftermath be-
came another important prop for the economy, which also benefited from
America’s international economic leadership while Europe and Japan re-
built from the devastations of war. Meanwhile, authority over diverse and
uncoordinated programs of federal domestic spending in the United States
continued to be centered in Congress, the many local and interest-group
constituencies of which could enjoy public resources without federal con-
trol. At the national level, macroeconomic management remained divorced
from public social welfare efforts, and the wholehearted pursuit of full em-
ployment — defined as jobs for everyone willing to work — remained be-
yond the purview of public policy in the United States.

Conclusion

The Great Depression of the 1930s undermined previous tenets of public
finance and opened new possibilities for the state in capitalist liberal de-
mocracies to become the active agent of societal welfare through a synthe-
sis of social spending and macroeconomic management. The realization of
such possibilities depended on the émergence of new ideas about the man-
agement of national economies, on shifts in political power that strength-
ened organized labor, and on socially rooted coalitions politically willing
and able to support deficit-spending policies. Yet such factors, we have
maintained, were not sufficient to account for various national policy choices.
Instead, we have analyzed the social policy legacies and the structures of
states in order to account for the recovery strategies pursued by Sweden,
Britain, and the United States in response to the depression crisis.

Our emphasis has not been primarily on states as sites of direct official
action. Rather we have probed more subtle, often overlooked relationships
between states and societies — relationships that profoundly affected the
capacities of states and political leaders in Sweden, Britain, and America to
conceive and implement public strategies. We have discovered that politi-
cal parties, even those historically formed as programmatic agents for
working-class interests, defined their goals in the 1930s in close relation-
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ship to existing policies and capacities of the states with which they were
dealing. We have found, too, that political coalitions of social groups will-
ing to support deficit-spending programs gained leverage only through
state structures and came together — or broke apart — partially in response
to the sequence and effects of state policies themselves. We have also ex-
amined ways in which the Swedish, British, and U.S. state structures pat-
terned the formulation and successful application of new, policy-relevant
economic ideas, and here we may point, not so much to firm conclusions,
as to several comparative observations worth turning into questions for
further exploration.

The Swedish ““new” economists achieved the earliest and fullest
“Keynesian” policy successes and subsequently reaped rich rewards through
their academic and public careers and international intellectual reputa-
tions. Yet the Swedish economists achieved their policy impact without first
forging a strikingly new grand theory, as Keynes did in Britain, and with-
out clothing their economic prescriptions in politically partisan and conflic-
tual prescriptions, as the stagnationists did in the United States. Our analy-
sis has suggested that early and sustained access to administratively strategic
centers of public policy made it possible for the Swedish economists to
produce effective intellectual justifications for state-sponsored reforms in
this relatively atheoretical and nonconflictual mode. Do analogous condi-
tions regularly lie behind successful social-scientific contributions to public
reforms in capitalist democracies (and other kinds of polities)? Under what
alternative conditions do grand academic theories or conflictual presenta-
tions of theories prove more effective, directly or indirectly, in the complex
processes that lead to transformations in public policies?

Still more intriguing, What effects on processes of intellectual innova-
tion, and on intellectual reflection itself, are exerted by the policy successes
and setbacks of experts? Would John Maynard Keynes have bothered to
fashion the grand theory that gave his name to an epoch — and that in-
spired such an array of followers and policies ranging across intellectual
and political spectra — if he had enjoyed immediate access to centers of
public policy making in interwar Britain? If Keynesianism, in turn, had not
been born, would the Swedish economists ever have bothered to declare
themselves members of the Stockholm school? What difference would it
have made for economic theorizing and research, and for public policies
and political debates in the postwar period, if these paradigms and schools
had not been created? And if Keynesianism had not been fashioned as a
transnational language of discourse on public economics, how would we
and the comparative political sociologists with whom we debate have con-
ceptualized our guiding questions about Sweden, Britain, the United States,
and other advanced nations from the 1930s to the present? Perhaps, in fact,
we all owe more than we can even imagine to the organizational structure

of the British state in the 1920s! '
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Notes

This chapter grew out of an earlier paper on Sweden and the United States pub-
lished in the International Journal of Comparative Sociology 24(1-2) (1983): 4-29. We
benefited from reactions to that paper and to the first draft of this essay, presented
in the session entitled “Comparative Social and Economic Policy” at the annual
meeting of the American Political Science Association, Chicago, September 2, 1983.
Helpful comments and criticisms came especially from Douglas Ashford, Barry Ei-
chengreen, Peter Gourevitch, Barbara Haskel, Hugh Heclo, Albert Hirschman, Pe-
ter Lange, Axel Leijhonufvud, Stephen Krasner, Charles Sabel, Philippe Schmitter,
Bill Skocpol, and David Stark. We also benefited from stimulating discussions when
these ideas were presented at the University of Chicago’s Center for the Study of
Industrial Societies, in a Social Science Luncheon Seminar at the Institute for Ad-
vanced Study in Princeton, and in a lecture at Duke University.
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but he does not seem to realize that the comparability of British and Swedish
working-class organizational strength in the 1920s raises basic questions about
using such strength to explain the sharply contrasting Labour versus Social
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two social democratic labor movements after the early 1930s.

Stephens, Transition to Socialism, pp. 115-16, provides interesting figures on
Swedish and British unionization. The post-World War I peak of union mem-
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Quoted in Heclo, Modern Social Politics, p. 115. ‘
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omists and Policymaking,” pp. 116-19.
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