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Kari Salminen:
PENSION SCHEMES IN THE MAKING
A COMPARATIVE STUDY OF THE SCANDINAVIAN COUNTRIES
The study is a historical and comparative case-study. It analyses the
pension policy making in four Scandinavian welfare states: Denmark,
Finland, Norway and Sweden. More specifically, it scrutinizes the
major reforms of the statutory pension schemes in the postwar period;
the national pension reforms after the Second World War and the
introduction of the supplementary pension schemes in the late 1950s
and the early 1960s. The pension reforms are analysed as an outcome
of a struggle between social classes and their political and economic
representatives, and of previous pension policy legacy.

As the study systematically analyses and compares pension policy
making, it gives theoretical attention to the major characteristics of the

pension schemes. The pension schemes are conceived as a threedimensional space, made up of the dimensions of provision,
administration and financing. The study shows the similarities and
differences between the statutory pension schemes of Scandinavia in
these three dimensions. Furthermore, it asks how these features of the
pension schemes are linked with the common and differing patterns of
economic and political organizations of classes in Scandinavia.
The analysis of the national and supplementary pension reforms reveals
that all three major classes - the bourgeoisie, labour and farmers were involved in the making of pension schemes in postwar
Scandinavia, and that the overall pension schemes were an outcome of
interplay between all major class actors within the polity. The specific
design of each pension scheme was, however, conditional on the
relative strength of class actors in each country; in particular,
large-scale farmers and entrepreneurs in Denmark, employers and
farmers in Finland, a preindustrial urban-rural alliance in Norway, and
a strong working class in Sweden.

According to the study, it is not reasonable to draw a sharp distinction
between class actors and previous pension prograrnmes in pension
policy analysis, but to adopt a dynamic societal perspective which
focuses on the interplay between institutions and class actors in an
ongoing historical process where everything becomes an intervening
variable. Hence, the Scandinavian pension schemes can be seen as
constructions where the interests of social classes and institutional
traditions have become interwoven and merged to form an integrated
whole.
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PREFACE
The growth of the welfare state has been one of the most important
historical transformations in the developed countries of the West since
the end of World War II, with increasing shares of the total national
economic resources being used for social expenditures. In particular
during the 1960s and 1970s, the growth of public and social
expenditures was the hallmark of this historical transformation. The
growth of the welfare state has not only been reflected in terms of
expenditure, i.e., money flows, but the rise of modern social security
legislation and its development has been the other side of the coin in
the welfare state growth.

The arrangements securing the welfare of the elderly have played an
important part in the welfare state growth. For instance, in many West
European countries pensions have accounted for more than onethird of
total social expenditures throughout the 1960s and 1970s, and in the
Scandinavian countries for more than 40 per cent of social budgets at
the end of the 1980s. Furthermore, pension expenditures may play an
even more important part in welfare budgets in future, as the
populations of advanced nations continue to age and pension
programmes mature. Hence, we can conclude that pension policy is a
question of distributing and focusing large sums of income and wealth,
and the making of transfers to the elderly have been core decisions in
building up the contemporary welfare states. Finally, pension policy
has changed the elderly into a distinctive social category to which one
gains access by reaching the general retirement age.

it is not enough to observe this quantitative and qualitative
change, but we should consider the social actors that have produced
this major transformation. The change has not been purely an
automatic response to economic and demographic conditions but has
been effected by structural and political factors. In other words, we
should explain pension policy by the work of major economic and

However,

political actors, i.e., classes. Consistently, the study in hand analyses
the pension policy making in Scandinavia as an outcome of a, more or
less, peaceful struggle between classes and their political and economic
representatives.

In contrast to earlier studies of pension policy that usually focus on
one or two countries in Scandinavia, this study analyses the pension
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policy making in four Scandinavian welfare states: Denmark, Finland,
Norway and Sweden. More specifically, it analyses the core reforms
of the postwar Scandinavian statutory pension schemes: the national
pension reforms after the Second World War and the adoption of
supplementary pensions during the 1950s and 1960s.
The field of pension policy analysis is not well established, and the
terminology and definitions of pension schemes have usually been
unclear and variable. Because this study systematically analyses and
compares pension policy making and strategies of different social
classes, it develops a conceptual apparatus for this purpose. In other
words, it gives theoretical attention to the major characteristics of the
pension schemes.
The notion of the pension scheme is not a unidimensional space, on
the contrary, this study conceptualizes it in a three-dimensional fashion.
The pension scheme is made up of dimensions, which are provision,
administration and financing. These dimensions are considered to be
the three major societal decisions on which a stand has to be taken
when a pension scheme is established. Hence, when we analyse the
making of the national pension schemes and the supplementary pension
schemes in Scandinavia, we make a systematic comparison of parties'
and interest groups' positions in these dimensions.
Furthermore, by analysing these postwar pension reforms the study
aims at answering the questions why the Scandinavian statutory
pension schemes share certain basic similarities and how come they
vary in terms of the provision, administration and financing
dimensions. It also tries to point out how these problems are related to
the similarities and differences of the social and political structures of
the Scandinavian countries. In particular, how the development of
pension schemes was related to the country-specific characteristics of
class and political organizations in these countries; such as the agrarian
and employers' influence in Finland, the working class influence in
Sweden, the petty bourgeois influence in Denmark, and small working
class and preindustrial urban-rural alliance in Norway. Or was their
development more linked with the common characteristics of class and
political organizations of the four Scandinavian countries? Finally, the
study evaluates and discusses the plausibility of earlier explanations of
the welfare state and pension policy in the light of the results of this
comparative and historical analysis.

l5

Consequently, this study can be regarded as a historical and
comparative case-study where four different cases are described and

compared. This kind of case-study is historical because the
explanation of any pension policy decision, i.e., a pension act, requires
consideration of the legacy and the process by which it was generated.
The study is comparative, because the comparative approach allows the
identification of what was similar and unique between the cases in this

process.

The study is in four parts. Because pension policy has important
conditioning factors, such as industrialization, economic growth, and
the aging of the population etc., and it never exists in a vacuum but is
embedded in national characteristics of historical and social
expressions, we firstly present the context of pension policy. In other
words, we compare the social structures of the Scandinavian countries
and the economic and political organizations of their social classes
(chapters I and,2). These analyses emphasize the country-specific
historical development as well as the common pattern of structural and
political change in the Scandinavian countries. On the basis of this
comparison we construct the models of social structure and interest
articulation, which include a macro-sociological version of the major
economic and political actors and their socio-economic bases in each
country analysed.

This comparison and the models help to understand various
interpretations and results of earlier studies presented in section 2
(chapter l), which studies, more or less, have focused on a particular
class or class coalition included in the models constructed. The
interpretations of earlier studies are also sensitive to country-specific
factors, which, in turn, emphasize the need for a detailed comparison
of the social, economic, and political structures of the Scandinavian
countries. Furthermore, the models are used as the frame of reference
when we study the positions of the major political parties and
economic organizations on pension policy in postwar Scandinavia
(section 3).
Pension policy making is inherently a historical, over time, process
where social structures, traditions and previous policies are intertwined.
This means that the study should carefully consider both the structural
positions of politically active groups, their country-specific historical
situations and traditions, and their meaningful reactions to previous
pension policies. Additionally, the contextual information, such as the
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strength of classes and their political parties, and Government
coalitions etc., presented in the beginning of the study makes it easier
to understand the reform cases (section 3). Among other things, this is
because the presentation of the information during the case-analyses
would have made the analyses too complex and too difficult to follow.
Section two reviews the earlier studies and hypotheses on Scandinavian
pension policy, focusing on studies anchored in structural-political,
political and institutionalist frameworks of the welfare state growth, in
particular (chapter 1). It conceptualizes pension schemes as a
three-dimensional space, and shows the similarities and differences of
the Scandinavian statutory pension schemes in these dimensions, i.e,
provision, administration and financing (chapter 2). Furthermore, it asks
how the similarities of the pension schemes are connected with the
common characteristics of class and political organizations of the
Scandinavian countries, on the one hand, and what impact the
variations of class and political organizations - agrarian and employers'
influence in Finland, petty bourgeois influence in Denmark, small
working class and preindustrial urban-rural alliance in Norway, and
working class influence in Sweden - have on the differences of the
pension schemes, on the other hand.

In section three, we analyse the establishment of national and
supplementary pension schemes in Denmark, Finland, Norway and
Sweden. The analysis is done on the basis of the comparison and the
models developed in section I and the concepts developed in section 2
Firstly, the section tries to give a systematic picture of how major
political parties and interest groups reacted and changed their positions
during these reforms. Secondly, it tries to cast light on how the

similarities and differences between the Scandinavian pension schemes,
determined in section 2, were brought about. Thirdly, it relates them
to the common and differing features of the class and political
organizations of the Scandinavian nations, determined in section 1.
The last section makes a synthesis of interest group positions and puts
the countries analysed in a more comparative light by studying the
strategies of class actors and class coalitions between the countries.
Finally, it discusses theoretical implications of the Scandinavian case
for the welfare state research (chapter 3).

***
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SECTION 1:
THE CONTEXT OF PENSION POLICY
Chapter 1:
The Social Structures of the Scandinavian
Countries
The Scandinavian countries are small Protestant nations sharing similar
historical experiences. They display comparable cultural patterns,
social and political structures, and are institutionally very uniform.
However, pension policy never exists in a vacuum but is embedded in
national characteristics of historical and social expressions, and pension
policy making is basically a historical, over time, process where social
structures, country-specific sifuations and traditions of social actors, as
well as previous policy are intertwined. This means that similarities
and differences in social, economic and political structures of the
Scandinavian nations must be analysed in more detail. Chapters I and
2 attempt to give sense to these similarities and differences by
comparing the social, economic and political settings of pension policy
in postwar Scandinavia.
Chapter I compares the social structure of the Scandinavian countries
and its changes. The chapter points to three important conditioning
factors of pension policy. It begins with the description of how the
Scandinavian societies have changed from agrarian societies based on
subsistence economy to highly industrialized wage-earner societies.
Secondly, it points out the rise in living standards indicated by the
economic growth rates in Scandinavia. Thirdly, it describes how lower
mortality and fertility rates caused important changes in age structures
in the Scandinavian societies, particularly a general aging of the
population in each country.

1 The Agricultural Revolution and the Start of the
Industrialization
Two aspects of the development of the Scandinavian social structures
have been peculiar: the relatively strong position of independent small
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farmers and peasants and the lateness of the industrialization. Earlier in
the seventeenth and eighteenth centuries there were notable differences
in the position of the peasantry in the Scandinavian countries. The
greatest difference existed between Denmark and southern Sweden, on
the one hand, and Norway and the rest of Sweden, on the other hand.
Large-scale manorial farming was only possible in Denmark and
southern Sweden, whereas, particularly in Norway, the majority of the
peasantry barely lived above self-subsistence but retained their
economic independence. Thus, early peasant freedom in Norway and
partly in Sweden was connected with the weakness of an agricultural
infrastructure and the cold climate, which made the exploitation of
peasant labour largely unprofitable. In contrast, up to the latter part of
the eighteenth century, the Danish peasantry resembled their
counterparts in Eastern Europe in terms of lack of independence and
legal subordination (Osterud 1978, 69-112; Castles 1978, 135; Alestalo
& Kuhnle 1987, 8-9).

During the nineteenth century, the unique development was conditioned
by two important background factors: the agricultural transformation
towards peasant free-holding combined with the commercial and
technical agricultural revolution and the great expansion of world
economy. Hence, from the nineteenth century onwards the results of
increased peasant proprietorship and enclosure movements, a process
which has been called the individualization of agriculture (Osterud
1978, ll3-151), tended to make the rural social structures of the
Scandinavian countries progressively more similar.
The individual family farm became the basic unit in the agricultural
pattem all over Scandinavia, which was in sharp contrast to Britain
where the agricultural transformation included the elimination of
peasantry and stimulated large-scale farming. Moreover, the
distinctiveness of the Scandinavian countries becomes even clearer
when compared to Eastern Europe, where the landlords maintained an
agricultural system in which the peasantry was tied to the land by
quasi-feudal obligations (Osterud 1978, 149; Castles 1978, 136;
Alestalo & Kuhnle 1987, 9-10).

The agricultural revolution, i.e., the commercialization of agriculture,
the intrusion of the market economy, and the spread of various
agricultural innovations, had a gradual character in Denmark, Norway,
and Sweden. The Finnish development followed along similar general
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it was more retarded, and the changes were more sudden than
Sweden and Denmark, and the agricultural revolution was more tied
to the rise of the forest industry (Alapuro 1985a, 43; Alestalo &

lines but

in

Kuhnle 1987, 10).

However, it has been recently pointed out that the commercialization of
agriculture and the spread of the market economy seem to be most
closely connected with the development of dairy farming and the dairy
industry in Finland (Peltonen 1992,308-309). In any case, the
important thing was that these agricultural transformations and the
political mobilization in Scandinavia started before the industrial
breakthrough, and the peasantry formed an independent and
individualized economic and political class before full-scale
industrialization.

During the whole of the nineteenth century the Scandinavian nations
were predominantly agrarian in structure, and still in the 1920s and the
1930s agriculture made up the most important source of employment in
all of the Scandinavian countries (figure l). The Finnish development
was most retarded and agriculture dominated the economy still in the
1950s.

In addition to the unique agricultural transformation, the peripheral
position of the Scandinavian countries in the expanding world economy
contributed to the fact that the passage from a semi-feudal agrarian
society to the industrial order did not take place in the same way in
the Scandinavian countries as it did in those parts of Europe that
industrialized earlier. The opening of the British market especially
conditioned the transformation of the Scandinavian economy, and their
main export sectors emerged in the connection of their "natural
endowments" as the global demand for food and raw materials spread
from Britain, the core capitalist country in the l9th century (Mjoset
1985,2-3; Alestalo 1986, l4).
Denmark, Sweden and Norway, where individual peasant free-holding
and commercialization of agriculture had advanced furthest, were first
to enjoy the large-scale effects of the expanding British market. This
market was first opened up to Danish agricultural products and
Norwegian ships and timber, followed by Swedish agricultural products
and timber. In Finland, the agricultural transformation was more late
and the obstacles to an overall industrial take-off proved to be much
greater (Alestalo & Kuhnle 1987, 13).

22

2 Sectoral Development
The lateness and the pattern of change from agriculture to industry and
services in Scandinavia departed from that of the earlier industrialized
parts of Europe, which industrialized at a fairly steady pace during the
latter part of the nineteenth century and the beginning of the twentieth,
and where industrialization was closely related to the commercialization
of agriculture. There were, however, some inter-Scandinavian
differences. The industrialization in Denmark and Sweden most
closely resembled the West European pattern (cf. Singelmann 1978,
109-123), where agricultural and industrial revolutions managed to keep
pace with each other, while development was more deviant in Norway
and Finland (Alapuro 1985a, 41; Alestalo 1986, 14; Alestalo & Kuhnle
1987, 13).

Figure

l. Sectoral

Population
Distribution of the Economically
in the Scandinavian Countries, 1880-1980 $tiu"

Agriculture

per cent

r00
80

60
40

Denmork Finlond NoMoy Sweden

+--*-+-+

L

\,

\
\

-I

t

\

\

\
-r
\

\
\

20
0

'1880 1890

t900 l9l0 1920

.l930

\

S
\

)
\

1940 1950 i960 1970

1980

23

Monufocturing

per cent

r00
Denmork Finlond Norwoy Sweden

80

L

*

-+

---F

--*-

60

\_

40
20
0

'>

---)

)
'1880 1890 r900

r9t0

r

1920 r930 1940 1950 1960 1970

1980

Services

per cent

100
Denmork Finlond Norwoy Sweden

80
60

2,

40

>

20
0

__-)

zI

a

l880 1890 1900 l9l0 1920 1930 1940 1950 I960 1970

l) D"r-u.k:

1980

1880-1950 figures refer to the total population. 1960-

1980 figures refer to the economically active population.
Source: Pontinen 1983, 46.

24

Though Denmark was perhaps the most industrialized among the
Scandinavian countries at the end of the nineteenth century (figure l),
the agricultural production was a backbone of her economy, and at the
turn of the century almost 90 per cent of Danish exports were
agricultural produce. The growth in agriculture was the result of
improved productivity caused by the great agricultural transformation
and restructuring of production and by the growth of the Danish cooperative movement. Until the late 1950s, the agricultural exports
were the most important factor in Denmark's economic development
(Jorberg 1970, 27-33; Esping-Andersen 1985, 42).

The growth of the Danish industries can be seen as a function of the
economic development in her agriculture. The extensive specialization
in livestock farming and dairy products, and their mass export made
industrialization in Denmark different from that in the other
Scandinavian countries. Danish industry produced mainly for the home
market, while in Finland, Norway and Sweden industries were more
oriented to exports, and export industries left their stamp on the
industrial structure of these countries. The predominance of the home
market contributed to the great importance that crafts continued to
enjoy alongside industry in Denmark.
Thus, industrialization in Denmark was based on small and
geographically scattered firms and handicraft shops which demanded a
skilled, apprenticed labour force (Jorberg 1970, 4l-52; EspingAndersen 1985,42-43; Mjoset 1986, 38; Alestalo & Kuhnle 1987,14).
In addition to earlier and craft-based industrialization, the industrial
process was more urban in Denmark (cf. Elvander 1980, 26) and it had
a much higher level of the population living in the towns than
elsewhere in the region (table l).
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Table 1. Population Living in Cities with more than 100 000
Inhabitants as a Percentage of the Total Population in the
Scandinaviap Countries and West European Average,
r)
1890-1970

Country 1890 1900 l9l0 1920 1930 1940 1950 1960
Denmark 14

t7

2t

22

23

27

5

6

7

t3

t4

l0

l0

l0

l3

t7

8

9

l3

t4

t7

l8

22

23

22 24

16

Finland

Norway 8
Sweden 7
West
European

Average

(without
the Scan-

14 15 18

t6

1970

18

l9
t9
27

dinavian

countries)

Number of
Countries

69889676

l) For definitions of cities and limitations of the data, see Flora et al. 1987,

247-248.

Source: Flora et al.

1987,254-274.

:

In contrast to Denmark, which lacked any industrial raw materials
suitable for export, Finland, Norway and Sweden were initially wood
exporters. Sweden was relatively agrarian in the 1880s in comparison
to Denmark (figure l), but the agricultural and industrial developments
kept pace with each other, in the same way as in Western Europe at
large.

The increasing commercialization of agriculture created a new agrarian
proletariat which created a potential for severe peasant unrest, but the
early industrial development and the emigration absorbed this surplus
agrarian population. Sweden's overall development was more
dominated by industrial growth than any other of the Scandinavian
nations, and its industrial development in the late nineteenth century
was probably more swift than in any other country in Europe at that
time (Jorberg 197 0, 38-4 I ; Alapuro 1981, 27 5'27 7).
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Early industries, based on natural resources and dominated by mining,
sawmills and pulp factories, grew rapidly throughout the rural areas
rather than in the cities. At the turn of the century, Sweden's
industrial structure became more diversified, and those groups which
did not process their products to any great degree - e.g. timber and
iron - lost importance, while there was an expansion of those branches
above all which were involved in refining their products - e.g. the
paper and pulp industry and engineering - but which based their
production on the same raw materials. The iron and metal industry
later became the basis of the strong Swedish manufacturing industry.
The timber and iron based industrialization took place in the
countryside and it also affected the composition of the working class,
which had a dual base. It was composed of rural landless workers and
industrial workers, but because old craft tradition and artisans were
lacking, it was quite a homogenous working class with rural roots
(Jorberg 1970,78-92; Mjoset 1986, 39; Alestalo & Kuhnle 1987, 14,
19-20). The non-urban label of industrialization in Sweden became
even more visible in the level of urbanization, which was only half of
the Danish level and also below the Norwegian level in the late
nineteenth century. However, after this Sweden got urbanized at a
steady speed, which reflects the fast pace of industrialization in
Sweden during the first decades

of this century.

Contrary to its neighbours, Norway never produced any agricultural
surplus for export - on the contrary, she was hardly able to support her
own growing population. The agricultural population was not,
however, solely dependent on the soil for its support. Many farmers
were fishermen, and fisheries played a more important part than
agriculture in Norway's economic development and was the main
source of foreign export earnings in the late 1860s. Norway was very
dependent on her exports, i.e., on fish and timber, and perhaps even
more on the export of shipping services, which developed out of the
freight trade in the connection with the export of timber products

during the l8th and l9th centuries.

The rise of the shipping industry changed Norway's economic structure
considerably, and in contrast to the other Scandinavian countries it was
Norway's chief earner of foreign culrency between 1870 and 1913
when about one-third or more of the Norwegian foreign earnings
originated in ocean shipping. Moreover, about 1850, Norway's
economy was an "enclave economy" in which the towns benefited from
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increasing trade and rising income from freight, while the countryside
remained rather unaffected. However, the Norwegian economy
gradually lost its enclave character before the First World War, because
of the industrial development and the reduced self-sufficiency of its
agriculture (Jrirberg 1970,64-78; Alestalo & Kuhnle 1987,16).
Industrialization in Norway came in a spurt around 1900. This
industrial surge was facilitated by the introduction of hydroelectric
power. The cheap energy hidden in her numerous waterfalls was the
basic reason why a sector of foundries emerged at the turn of the
century in Norway. This industrialization took place under quite
unique circumstances. It was based not in the cities but in the
periphery, where lumber could be exploited for paper and pulp, and
along the rivers, where hydroelectric power could be produced.
These new industries were, however, rather capital intensive and did
not generate a large working class. They were initially formed by the
foreign capital and later by the Norwegian State, which meant that the
industrial bourgeoisie was slow to develop and remained weak in
Norway (Esping-Andersen 1985, 45-48; Mjoset 1986, 38-39). After the
spurt about 1900, industrialization was slow to develop and the share

of the manufacturing population in the labour force almost stagnated
between 1900 and 1930 (figure l). Urbanization was also very slow
(table l) and Norway maintained many features characteristic to the
agrarian periphery.

In sum, the Norwegian pattern of industrial development was quite
different from the Swedish and the Danish. During the last decades of
the nineteenth century and the first half of the twentieth century, the
share of population working in services was constantly larger than the
share of those engaged in industry. Furthermore, until the 1950s the
relative share of services was the highest among the Scandinavian
countries.

The Finnish pattern of industrial development above all reflects the
long lasting dominance of agriculture in the economy, and the onesided growth of the industrial sector. At the middle of the nineteenth
century, about 80 per cent of Finland's population was engaged in
agriculture, and industry was almost non-existent. Finland began to
industrialize at about the same time as other countries in Eastern
Europe, and her industrialization was based on a low added export
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product. Production was based on the abundance of timber and on a
cheap labour force.

Finland was, however, able to escape dependence arising from the
dominance of a narrow range of exports based on raw materials. Her
industrial structure became more varied and it followed the
Scandinavian pattern more closely than that of the East-Central
European agrarian peripheries (Jorberg 1970,52-53; Pihkala 1970,
23-26; Kiljunen 1985, 84-88; Alapuro 1988, 32-33).
The change of the Finnish economy is understandable, considering
Finland's position as an "interface periphery" (Alapuro 1980, 8-12)
between the Swedish and the Russian centres. Thus, Finland's
interface position determined her room for maneuver relative to both
the Western capitalist market and Russia (Alapuro 1988, 33; Hjerppe
1989, 158-163). In the Western-oriented export industry, the linkages
of the sawmill industry with other sectors of the economy were the
most significant. Activity in other sectors of the economy was
financed by the income from the sawmill industry, which was largely
domestic owned. In particular, this was decisive to the large freeholding peasantry, which contrary to most European peasants owned
the bulk of the main industrial resource of the country, the forests, in
the most prosperous areas of Finland. Consequently, the upper strata
of the peasantry directly benefited from the rise of the forest industry
(Allardt 1985a, l3-15; Alapuro 1988, 33).
Moreover, because of the timber-based industrialization and the
expanding timber trade, the concomitance and the intertwinement of the
agricultural and industrial revolutions were stronger in Finland than in
the smoother-developed Scandinavian countries. Thus, the
industrialization process that predominantly took place in the
countryside and the close linkage between the industrial and
agricultural transformations brought about a related and simultaneous
growth of both the industrial and the rural proletariat.
Contrary to Sweden, where the industrial development and mass
emigration to the United States largely absorbed the rural proletariat,
the landless proletariat grew quickly in Finland and, together with the
increased cleavage between rich and poor in the countryside, made the
problems of rural structure culminate more intensively than was the
case in more developed parts of Europe (Alapuro 1981,276'277;
Alestalo 1986, l8-19).
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In relation to Russia, Finland was a developed region. Finland was
one of the few relatively "overdeveloped" minority regions within the
multinational empires of the nineteenth century (cf. Alapuro 1980, 10).
From the late 1850s onwards Finland enjoyed considerable tariff
privileges in the Russian market, and in the 1870s she became not only
an exporter of raw materials to the West but also an exporter of more
processed products to Russia. Exports to Russia were of primary
importance in stimulating manufacturing, e.g., the metal and textile
industries, which were the second largest sectors next to the wood
industry. These industries had a much closer connection with other
industrial sectors than did the Western-oriented sawmill industry, and
they, thus, contributed to the economic consolidation in Finland.
Yet, in spite of the swift growth in industrial output and exports no
revolutionary structural changes were brought about in the Finnish
economy. Finland remained a predominantly agrarian society, where
the number of agricultural workers continued to increase between 1890
and 1910 (Jrirberg 1970, 52-63; Alapuro 1988, 33-34; Hjerppe 1989,

7t-79, 140-145).

Despite these differences in industrialization pattem between the
Scandinavian nations, there were also important similarities. All four
countries were highly dependent upon income from exports and the
increasing global demand for wood and raw materials from the
mid-l9th century onwards was of key importance to their role in the
international division of labour. Furthermore, the industrial revolution
took place in more agrarian surroundings than was common in Western
Europe, and the bulk of social problems emerged in the countryside
and not in the cities as in earlier industrialized countries (cf. Jorberg
1970,102-103; Alestalo & Kuhnle 1987, 16).

During the interwar period, Denmark's development showed the most
regular and gradual transition in terms of the shift from agriculture to
industrial sectors. Its development indicated a pattern that could be
called a "mature" industrial society. Sweden's development was the
most intense shift from agriculture to industrial occupations, while
Norway exhibited a pattern of structural change lying closer to
Denmark than to Sweden.
Sweden's fast pace of industrialization is also seen in the level of
urbanization, and it passed Norway in this respect during the 1920s
(table l). Industrialization in Sweden was also quick to develop in

30

terms of employment, volume of production and productivity during
this period. Within the Swedish working class, there was an increase
of manufacturing occupations at the expense of farm and forest work
in the interwar period, i.e., the number of agricultural labourers
declined during this period (Elvander 1980, 60; Ahrne & Leiulfsrud

1988,19).

Finland's sectoral development was quite slow between the two world
wars. It was clearly the most agrarian society among the Scandinavian
countries (figure 1). The agrarian structure and low urbanization in
Finland were partly conditioned by State policy, i.e., land subdivision,
land clearing and land reforms which resulted in a predominance of
small-scale family farms (Peltonen 1992, 423) The interwar period in
Finland was in many respects a success for the independent
peasant-farmers - the owners of larger and medium-sized farms,
because their income development was very favourable owing to the
timber trade and agricultural policy (Jutikkala 1982,204-221; Alapuro
1985a, 85).

The other side of the coin was, however, an economic and social
downhill of the owners of tiny smallholding farms, which brought them
much closer to the large group of farm workers (Haatanen 1968,362).
Together, these groups formed a large rural proletariat that offered the
wood-processing industry a labour reserve from which to recruit
forestry workers in winter time. Thus, the multiple effects of wood
and forestry industries made it possible for Finnish agriculture to
support such a large number of people in the interwar period (Kiljunen
1985,91-92; Alapuro 1985a, 78-87; Alestalo 1986,24).

In the interwar years, the Scandinavian countries remained highly
dependent on the British market. But the decline of the British
economy turned exports to Germany, and from the smaller
Scandinavian countries to Sweden. Moreover, the British dominance
was not stable due to the rising importance of Germany as a source of
imports. The main export sectors maintained their positions in the
1920s and 1930s.

During these decades, agricultural products made up almost 80 per cent
of Danish exports, forest products and shipping about 60 per cent of
exports in Norway, forest products and specialized machinery over 70
per cent of exports in Sweden, and forest products 85 per cent of
Finnish exports. In Finland, the trade relations with the Soviet Union
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were broken after the October revolution, and the Finnish economy
became increasingly one-sided. In the absence of the Russian market,
the European timber market was even more important to Finnish
exports (Wallersteen, Vesa & Viiyrynen 1973,31-43; Mjoset 1986, 39-

40; Alestalo & Kuhnle 1987,16; Hjerppe 1989, 16l-162).

Together with all highly developed countries, all four Scandinavian
countries experienced diversification of their production, export and
import structures during the period of rapid economic growth after the
Second World War. Thus, their production structures seem to have
become increasingly similar (Jorberg & Krantz 1976, 435; Mjoset
1986,78-79).

In the 1950s, there was the continued dominance of agrarian exports in
Denmark, but in connection with the different trade liberalization
agreements, the GATT-rounds, EFTA and the EEC, in the late 1950s,
traditional manufacturing sectors and particularly a group of mediumsized firms - producers of niche-products - suddenly made impressive
progress. Thus, for the first time in Danish history, manufacturing
exports exceeded the share of agricultural exports.
However, this "second industrial revolution" from 1957 to 1965 was
very capital intensive and did not prompt any significant augment of
manual workers. Moreover, this manufacturing export sector remained
too small to finance the broad imports that escalated with the strong
transformation of the economy and society through the 1960s, and the
result was increasing balance of payments deficits (Elvander 1980,
135-136; Mjoset 1985, l5-17; Esping-Andersen 1985, 44-45)Sweden stayed outside of the Second World War and, consequently,
her economy was first to expand during the postwar era. Sweden had
the most diversified export pattern in the region. It was a typology of
the traditional Scandinavian sector, i.e., wood-processing industry,
manufacturing industry, industries of durable consumer goods and
knowledge-intensive products like aeroplanes, telecommunication
equipment, etc. This industrial structure was very favourable to
Sweden in the 1950s and 1960s, and the productivity and volume of
her industry clearly exceeded that of her neighbours (Elvander 1980,
134-135; Mjoset 1985, 14-15).

Norway's capital stock was severely damaged during the war and, thus,
the process of industrialization was somewhat retarded. However,
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throughout the entire postwar era Norway's industrialization process
was a planned and largely State-directed expansion of industry.
Furthermore, the Norwegian State proceeded to direct industrial
investment and finance market in favour of decentralized regional
development. The industrialization policy was strongly selective,
giving priority to the established Norwegian export sector, hydroelecffic
power, forestry products and metals as well as shipping services.

During the 1950s and 1960s, export incomes from these activities
financed the modernization of the Norwegian economy, including
planned agricultural rationalization and income compensation and price
subsidies to the primary sector. On the other hand, consumer-good
manufacturing was underdeveloped and dominated by small companies.
Further, the overall economic structure was dominated by the primary
sector still in the 1950s, and urbanization was slow to develop
(Esping-Andersen 1985, 215-221; Mjaset 1986, I 19-120).

World War II had serious effects on the Finnish economy. Finland
lost 12 per cent of her area and it had to pay severe war reparations to
the Soviet Union. But during the 1950s, 1960s and early 1970s,
Finland developed fast, changing from a poor country with one-sided
production and export structure to an affluent society based on a
versatile structure of production and export.
The change of economy was connected with the trvo simultaneous
extensions of economic activity, the re-establishment of trade relations
with the Soviet Union and the participation in the economic integration
of the West. The Soviet trade has alleviated cyclical fluctuations in
Finland's foreign trade. When the trade to Western Europe has faced
difficulties, Finnish industry has fypically searched for new outlets in
the Soviet Union.
However, the integration with the West made the Finnish economy
more open and the profitability and competitiveness of the dominant
forest-based export industry has been given priority since the late
1950s. This slowed down the diversification of industry and made it
more capital intensive, and thus, Finland's overall position as a semiperipheral country in the European economy changed very little. The
mass migration from Finland to Sweden during the 1960s and 1970s is
quite a recent example of this position (Kiljunen 1985, 95-96; Alapuro
1980, 70-78; Alestalo 1986,34-35; Pihkala 1986, 196-199).
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In the 1960s and 1970s, the Scandinavian countries experienced
extensive changes in their social structures. In all countries, the
number of farmers continued to diminish and the growth of

manufacturing haltered after the 1950s, so that almost two-thirds of the
population earned their living from various branches of services by the
1980s. Finland has lagged behind the others in these respects (figure
l). The share of industry declined during the 1970s, most notably in
Sweden where the decline started as early as the 1960s. Thus, the
working class share of wage earners peaked in Sweden in the years
between 1960 and 1970, after which the share went down.

Finland experienced one of the most rapid declines of the agricultural
sector among the OECD countries when the share of agriculture
dropped almost 25 percentage points. This indicates that the agrarian
proletariat became, all of a sudden, almost non-existent in Finland.
Simultaneously, the expansion of her service sector was the fastest in
the OECD area. Thus, in contrast to earlier industrialized countries,
the path of development in Finland went straight from agriculture to
the service sector. Correspondingly, the proportion of manual workers
in Finnish industries never reached as high a level as in Sweden or in
the other parts of the earlier industrialized Europe during the expansion
period of manufacturing (Kiljunen 1985, 101; Alestalo 1986,34-39;
Hjerppe 1986,76).
The impressive sectoral transformation during the 1960s and 1970s
meant that, in terms of occupational structures, the Scandinavian
countries had become societies of wage and salary earners, over 50 per
cent of whom worked in different branches of the service sector in the
1980s.

3 Economic Growth and Industrial Establishments
Up to the First World War, a relatively fast and steady economic
growth took place throughout the whole of Western Europe. The
Scandinavian countries had high glowth rates, narrowing the gap
between them and earlier industrialized countries, for example in
relation to the richer United Kingdom, during this period. However, it
should be noted that the initial position of the Scandinavian countries
was not good and it was clearly below the rich countries of 1900.
Finland lagged furthest behind in these respects (able 2).
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l)

Table 2. GDP Per Capita in Intemational Dollars
in the
Scandinavian Countries, United Kingdom and Average
Sixteen Developed Countries, 1900-1987 (1980 prices)

Country

l9l3

1929 1950 1973

1900:
Denmark

r30

1987

225

430

574

Finland

t26

t63

255

664

928

129

179

282

581

957

263

559

697

Sweden

t2l l5l

United
Kingdom

ll0 tt4 149 265 328

average

l)

1987

Sixteen country average: 100

Norway

Sixteen
country

1900 1913 t929 1950 1973

100

168

of

122 150 196 432

95
56
67
82

97

101

107

110

58

6l

73

87

7l

80

97

90

tt4

8t

82

106

101

ll0

154 138 tt7 tt7

100

94

93

90

562

Special OECD/Eurostat/UN estimates of purchasing power parity for the benchmark

year 1980, see Maddison 1989,

ll1.

Source: Calculated from Maddison 1989, 19

In Denmark, the economic growth was sustained by the
industrialization of agriculture. Sweden's development was based on
very good raw material resources consisting of forests and iron ore.
Norway's development was conditioned by exports of timber and rises
in shipping income. Economic growth in Finland was mainly based on
her forests and the greatly increased demand for paper, cellulose and
wood products (Jorberg 1970, 102; Allardt 1985a, 12-13).
Denmark had the highest per capita GDP figures up to the Second
World War, after which she lost the leading position to Sweden. This
change was attributable to the fact that Sweden stayed outside of
World War II and her economy was quick to expand. Up to the
1950s, the GDP figures of Finland were notably lower than in the rest
of the Scandinavian nations, and the high population growth, the two
world wars and the one-sidedness of the economy are generally seen as
explanations of the lower Finnish figures (Kiljunen 1985; Alestalo &
Kuhnle 1987, l7).
However, the fast development of Finland after the 1950s raised the
economic level close to that of the other Scandinavian countries. One
reason for this was that when Finland became integrated with the
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European market during the postwar period, it had the "advantage of
backwardness", i.e., the option to apply the latest technology. Although
the growth rate of GDP in Finland has been quite high, it has also
been very unstable, fluctuating sharply year after year following
international business cycles (Singelmann 1978, ll0-116; Kiljunen
1985, 98-99; Alestalo 1986, 38).

Economic growth has also been strong in Norway, per capita GDP in
international dollars trebled between 1950 and 1987, making Norway
one of the most rapidly growing economies in the world. Norway
maintained a pattern of marked and consistent economic growth
throughout the 1970s, despite the oil crisis of 1973, and, the
international recessions of 1974-1975 and 1979-1980. This fact is
clearly related to the effects of a growing oil and gas sector in the
Norwegian economy from the mid-1970s (Kuhnle 1986, 167).
Denmark and Sweden experienced a slow and even negative growth in
the late 1970s and early 1980s, but their long-term growth figures
show that prosperity did not fade away. Denmark shares with Finland
the similarity that its development is susceptible to the fluctuations of
international business cycles.

On the whole, the growth rates in the Scandinavian countries have
been smooth with some tendency towards acceleration. During the
1950s and 1960s, they grew to be among the richest countries in the
world, and in the late 1980s they had a per capita income level which
compared quite favourably with the average of the OECD-countries.

In small and open Scandinavian economies heavily dependent on their
main export sectors, the role of large industrial establishments is
central. There are, however, differences between the countries in this
respect. Table 3 shows the distribution of employees by size of firms
in Scandinavia for the years 1958, 1973 and 1984.
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Table 3. The Relative Distribution of Employees by Size of
Industrial Establishments in the Scandinavian Countries
l)
1958, 1973 and 1984
Denmark

Finland

19s8 1973 1984

Norway

1958 1973 1984

Sweden

1958 1973 1984

1958 1973 1984

Number

of

persons
engaged

Un&

lH9

l0

50-199
200 or
more

11

2

2

6

2

2

l5

9

5

7

5

2

24

21

24

2t

t4

t7

26

23

26

2t

t9

t6

25

30

3l

29

28

30

25

29

32

25

26

25

40

48

43

56

56

51

34

39

38 47 51

58

l) Fo. y"ur. 1958 and lg73,the Danish and the Swedish

establishments having fewer
than five employees have been excluded. For the year 1984, the Norwegian, the
Finnish and the Swedish establishments having fewer than five employees have been
excluded, and the Danish establishments having fewer than six employees have been

excluded.

Sources: Statistical Yearbook of Finland 1960, I l2-ll3:' 1975, 108-109; Elvander
1980, 137-139; Yearbook of Nordic Statistics 1986, 140.

a

of wage eamers
working in firms with more than 200 employees. This indicates that
industry leans to a higher extent on larger firms in Sweden and Finland
than in Denmark and Norway. In 1958 arrd 1973, the proportion of
larger firms was higher in Finland than in Sweden, but the process of
concentration speeded up in Sweden, and in 1984 Sweden had,
proportionally, a greater share of large firms than Finland.
Sweden and Finland have had

greater proportion

The biggest enterprises in Scandinavia are the Swedish ones, which
today rank among the largest in Europe. There is an interesting
parallel to be drawn between the Swedish and the Finnish economy:
the reliance on big capital and large organizations rather than on
smaller production units. Both Finland and Sweden have more big
corporations than the other Scandinavian countries, but the two
countries differ in terms of ownership. In Sweden, the role of private
capital is dominant, while in Finland, the State-controlled firms have
played a considerable role in diversifuing the structure of the economy
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(Wallensteen, Vesa & V?iyrynen 1973,97-98; Puumalainen 1976;
Hjerppe 1979,40-52).
The high degree of centralization in the Finnish economy has also been
linked to the trade with the Soviet Union. This virtually guaranteed
foreign trade meant that there was no obligation to abandon cenhalized
strucfures, and basic industries continued to grcw and strengthen under
the old monopolistic structure (Kauppinen 1992, 185-189).

The Swedish private enterprises are concentrated in the hands of few
big owners, and it has been estimated that seventeen families in
Sweden exercised control over companies that employed 60 per cent of
wage earners in private big firms (more than 500 employees) and
roughly 15 per cent of the Swedish labour force in 1979. Of these
families the Wallenberg family is the single most important one, and it
is highly important to notice that this family does not have economic
power in Sweden only but in the rest of Scandinavia, as well
(Hermansson 1981, 164-174, 2l l; Dahlkvist 1984, 135-138).
However, the development of the 1970s and 1980s included a huge
increase in institutional ownership, such as investment funds and
insurance companies, in the Swedish economy. This together with the
increasing cross-ownership of firms diminished the role of family
ownership in Sweden (Petersson 1991, 46-53). Nevertheless, owing to
concentration in big units, the Swedish economy is less craft oriented
than the other Scandinavian economies, and the Swedish working class
has been more homogenous and the role of the urban petty bourgeoisie
much less important than in the other Scandinavian countries.
Denmark and Norway have been dominated by smaller enterprises than
Sweden and Finland (table 3). As Denmark shifted in the direction of
somewhat larger firms during the 1970s, Norway is unique in the
extent to which the predominance of small industrial firms have
persisted. The difference between Denmark and Norway is the fact
that small industrial firms in Norway have a more rural and less
craft-oriented profile than in Denmark (cf. Esping-Andersen 1985,
ss-s6).

In short, there are similarities and considerable differences between the
four Scandinavian nations in respect of their economies. All countries
are small open economies, for which the position in the intemational
division of labour is crucial. Denmark has been dominated by
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agriculture and rather small urban craft-based industrial companies. In
Norway, too, firms have been small, though more rural and less craft
oriented than in Denmark. The main export sectors have been shipping
services and the energy-intensive production of raw materials and
semi-finished goods.

Both Finland and Sweden share this common feature: the reliance on
big capital and large organizations rather than on smaller production
units. Finland has been dominated by wood export firms, while
Sweden has a more differentiated export structure, which is based on
the wood industry and the strong iron and metal industry.
Furthermore, Sweden has the biggest and the most multinational
companies in Scandinavia.

4 Population Changes
The demographic transition began in Scandinavia in the early l9th
century with a decline in mortality rates, followed by a falling birth
rate during the latter part of the same century. However, the transition
took place somewhat fifty or sixty years later in Finland than in the
other three Scandinavian countries (Valkonen 1985, 12-14; Flora et al.
1987).

During the 20th century, birth rates have dropped from about 30 to
12-14 per thousand of the population in the Scandinavian countries.
Wars and economic depressions have made the decline sharper, but
after those a temporary "baby boom" occurred. Although the overall
development has been fairly similar, there are some inter-country
differences between 1900 and 1980. Sweden has constantly had the
lowest birth rate. Finland had the highest rates until the early 1960s,
after which the Norwegians took the lead (Haavio-Mannila & Kari
1979, 19-20; Valkonen 1985, 17'22; Yearbook of Nordic Statistics
1988, 56).
The falling birth and death rates have also entailed socially important
changes in the age structures of each nation. What has happened in
the Scandinavian nations as in the other West European countries, too,
is above all a general aging of the population during the last hundred
years (cf. Alestalo 1990,36-37). Table 4 points out the decrease in
the proportion of children (under 15 years) in the Scandinavian
countries and a similar trend in the West European countries'
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Table 4. The Share of Population under 15 years as a Percentage
the Total Population in the Scandinavi.an Countries and
1)
West European Average, 1890-1987

Country 1890 1900
Denmark

35

l9l0

34

34

of

1920 1930 1940 1950 1960 1970
3l

1987

27

25

26

25

23

18

30

30

24

t9

Finland

36

35

34

32

28

27

Norway

36

36

35

32

29

23

24

26

24

t9

Sweden

JJ

33

32

29

25

20

24

22

2t

l8

33

32

32

28

26

25

25

25

25

t9

West
European

Average

(without
the Scandinavian

countries)

Number of
Countries

89999s9999

l)Dutu between 1890 and 1970 is based on general population censuses. Due

to different counting methods and classifications the figures only illustrate the
general trend (see Flora et al. 1987, 17-20).
Source: Flora et al. 1987,

lll-143; OECD 1989,154-447.

At the turn of the century the proportion of children was about onethird of the total population. It declined rapidly during the interwar
period, but increased as a result of the postwar "baby boom" in the
1940s, in Norway and Finland even in the 1950s. The proportion of
children turned definitely downward in the 1960s, and the drop was

especially rapid during the 1970s. Despite the similar trend, there are
some inter-country deviations, too. Throughout the 20th century, the
proportion of children has been highest in Finland, while the Swedish
population has constantly included the fewest children, proportionally.
Instead of a large number of children, the Scandinavian nations
nowadays have more and more elderly. Table 5 illustrates this
development in Scandinavia and the same trend in Western Europe.
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Table 5. The Share of Population over 65 years as a Percentage of
the Total Population in the Scandinav.ian Countries and
1)
West Europeln Average, 1890-1987

Country 1890 1900 1910 1920 1930 1940 1950 1960 1970

1987

Denmark

7

7

7

7

7

8

9

1l

t2

l5

Finland

5

5

6

6

7

6

7

7

9

l3

Norway

8

8

8

8

8

9

ll

l3

t6

Sweden

8

8

8

8

9

9

l0
l0

t2

t4

18

6

7

7

8

9

10 ll

12

14

West

European

Average 6
(without
the Scan-

dinavian
countries)

Number of

Countries8999999999
l) Dutu between

1890 and 1970 is based on general population censuses. Due

to different counting methods and classifications, the figures only illustrate

general trend (see Flora et al. 1987, 17-20).
Source: Flora et al. 1987,

the

lll-143; OECD 1989,154-447.

In the first decades of the 20th century, the proportion of elderly (over
65 years) was quite low and constant in Scandinavia. In the same way
as the West European average, it began to rise after the 1930s, but not
until the 1950s did it increase to l0 per cent or over of the total
population. At the end of the 1980s, 13-18 per cent of the population
in the Scandinavian countries were over 65 years old. The
development in Finland deviates from the others in that the older age
groups have expanded much more rapidly in Scandinavia than in
Finland, where a real increase started in the 1960s.
The aging of the population has taken place simultaneously with the
decrease in the proportion of persons of working age (15-64 years) in
Scandinavia during the postwar period, Finland excepted where this
proportion increased after 1960. However, at the end of the 1980s, the
proportion of economically active persons as a percentage of the total

4l

population is still about 10 percentage points higher in Scandinavia
than was the respective proportion at the turn of this century. Thus,
despite the growth of elderly, the Scandinavian countries still have a,
comparatively speaking, large economically active population,
amounting to about two-thirds of the total population.'

I

See fo, example Haavio-Mannila & Kari 1979, 19-28; Valkonen 1985, 34-35;
Olsson 1986, 67; Kuhnle 1986, 163; Alestalo & Uusitalo 1986,247; Norby Johansen

1986,342.
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Chapter 2:
Economic and Political Organization of Social
Classes in the Scandinavian Countries
This chapter compares the economic and political structures of the four
Scandinavian nations. It characterizes these nations roughly from the
early decades of the 20th century up to the mid-1970s, because the
main development period of the pension schemes analysed occurred
between 1945 and 1975. It concentrates on the comparison of class
structures, because the concept of class helps in understanding how
privileges and chances of life are distributed in society as well as how
conflicts between groups arise and how society changes (cf. Korpi
1978,20-21; @sterberg 1991, 126-127). In other words, pension policy
making should be explained by the work of classes through their
economic and political organizations.
Furthermore, the Scandinavian countries have been characterized as
countries where socio-economic cleavages are predominant, and
religious, racial and ethnic cleavages have been of minor importance.
The economic and political organization has been an outgrowth of the
class structure (Uusitalo 1975, l-2; 1985, 165-176; Korpi 1983,26-45;
Ahrne et al. 1988, 135-136).

Finally, the chapter presents macro-sociological models of social
structure and interest articulation, which link the economic and political
organizations and their socio-economic bases in each country analysed.
These models serve as frame of reference, when we analyse the
making of national and supplementary pension schemes in Scandinavia
(section 3). Moreover, they help to understand the interpretations and
results of earlier studies of pension policy reviewed in section 2. On
basis of the comparison made in this chapter, we also make questions
about the effects of different classes to pension policy in the
Scandinavian countries.
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I The Class Structures of the Scandinavian
Countries - The Tripolar Class Structure of the
Scandinavian Nations and the Challenge of the

Middle Classes

The feudal system never really developed in the Scandinavian
countries, and the aristocracy and nobility were never able to dominate
these societies, but the peasants had independence and also political
influence during many periods. Thus, the Scandinavian nations have
never had a polarized class structure. Compared to most other
European nations, where the capital-labour relationship has been
predominant, the independent farmers in Scandinavia form a crucial
third force.
This kind of class structure has been described by Henry Valen and
Stein Rokkan in their analysis of the Norwegian cleavage system
(Valen & Rokkan 1974,333). The model separates three factors of
production, land, capital and labour, which generate a class structure
where a strong and independent class of farmers exists alongside with
an urban bourgeoisie and industrial working class (for the rise of
farmers as an independent social and political class in Scandinavia, see
e.g. Castles 1978; Alestalo & Kuhnle 1987).
Although the model describes Norway, it can be seen as a good
empirical generalization of the Scandinavian class structure and
economic and political interests generated by it from the interwar
period up to the 1950s (see figure 1). The model is, however, quite
rough and it ignores the differences between the Scandinavian countries
(uusitalo 1985, 167).
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Figure 2. The Model of Tripolar Class Structure in Scandinavia
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Source: Adapted from Valen and Rokkan 1974,333; Uusitalo 1975,
31; Alestalo & Kuhnle 1987,ll; Marklund 1988, 471.

Finland differs from the other Scandinavian countries in that it
industrialized later (compare figure l). Correspondingly, it has been
the most agrarian society and farmers have been a much more
important class than in the other three countries. The dominant feature
of Finnish agriculture has been the large proportion of small farmers
and assisting family members. The reasons why Finland remained
predominantly agrarian for a longer time than its Scandinavian
neighbours have been explained by the central position of the forest
industry in the national economy, and by the settlement and
agricultural policy which increased the number of farms until the 1960s
(Alestalo 1986,24-25; Ahrne et al. 1988, 129-130; cf. Ptintinen 1983,
4s-s0).
Due to the predominant role of large-scale entrepreneurial farming in
the national economy and small manufacturing firms, farmers and the
urban petty bourgeoisie have been the crucial classes in Denmark,
compared, for example, to Sweden. Especially, the relatively large
proportion of non-agricultural entrepreneurs has been a feature peculiar
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to Denmark. Furthermore, the Danish farmers have developed in a
more peffy bourgeois direction than the farmers in the other three
countries (Esping-Andersen 1985, 42-43; Toivonen 1985, 198). Up to
the early 1960s, the share ofurban entrepreneurs and farmers has been
quite stable and they have been able to resist reduction and
rationalization because of their strong political influence and economic

booms.

Sweden has leaned towards manufacturing and its path of development
has been more highly industrial than any of the other Scandinavian
countries between 1890 and 1960 (see figure l). Thus, Sweden is the
country that has both the proportionally largest working class and,
within the working class, the greatest dominance of manufacturing
labourers.

During the period from 1930 to 1950, in particular, the Swedish
working class was in relative terms a much more important force than
in the neighbouring countries, because the development of the Swedish
manufacturing industry was the most rapid during this period when
production was still rather labour intensive. The other side of the coin
in this development has been the marginalization of the urban petty
bourgeoisie in Sweden (cf. Esping-Andersen 1985, 55; Ahrne &
Leiulfsrud 1988, 32-33).
The most remarkable feature about the Norwegian class structure is the
position of white-collar workers. During the last decades of the
nineteenth century and the first half of the twentieth century, the share
of population working in services was constantly larger than in any of
the other Scandinavian countries (see figure 1), which indicates a
throughout less working-class-dominated development. Furthermore,
the share of the service sector has also been larger than the share of
industry in Norway. This is mainly attributable to the enlargement of
shipping and other transport related services (cf. Pontinen 1983, 50;
Alestalo & Kuhnle 1987, 16). Thus, among the Norwegian wage
earners the white-collar workers have held a stronger position than, for
example, in Sweden. Wage earners in Norway have, to a lesser extent,
been dominated by the working class than in Sweden (cf. Ahrne &
Leiulfsrud 1988, 32-33).

In Norway, urbanization has been slow and there has not been a
marked urban working class or urban bourgeoisie to speak of. The
preindustrial class conflicts have often prevailed over direct class
opposition and class politics. Sharp regional conflicts between the
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South and the West, on the one hand, and the North and the East, on
the other, have been typical of Norway. The South and the West have
offered strong resistance to the centralizing and urbanizing forces, and
both regions have acted as barriers against the spread of polarized class
politics in Norway (Rokkan & Valen 1970,217-218).

After the 1950s, the service sector has become a mediating force
between the working class and the bourgeoisie in Scandinavia
(compare figure l), however, with a time lag in Finland. Together
with the diminishing number of farmers, (frgure 1) it has made the
tripolar model of class structure an increasingly inadequate description
of the social structure in Scandinavia. The expansion of service
production mainly organized in the public sector in the Scandinavian
countries is strongly connected with the enlargement of the middle
class,rwhich, in turn, is a very heterogenous and disputed class in
itself.'
However, paying attention to differences in economic position and life
chances it is possible to make a crude distinction between lower and
upper middle class. The position of the lower middle class, which is
female dominated and very heterogenous, is nearer the working class,
whereas the position of the upper middle class is based on its
professional qualifications (cf. Abercrombie & Urry 1983, 118;
Uusitalo 1985, 168-169; Alestalo 1986, 56-60). In addition to these
differences in economic position, the division into upper and lower
middle class makes sense because the form of affiliation to particular
trade unions discriminates them from the working class, on the one
hand, and between them, on the other (cf. Marklund 1982, 116-117).

2 The Economic Organizution of Classes
In addition to their position in the economic structure, classes can be
observed by their organization and collective action. The classes can
be seen as existing in a society as social forces composed of people

whose economic positions are relatively similar, and who, through the
of class formation, come to form more or less homogenous

process

2 Fo. fu.the. discussion see for example Uusitalo 1985, 167-168; Blom 1985,
188-191; Alestalo 1986,43-53; Ahme, Ekerwald
Alestalo, Bislev & Furiker 1991, 91-118.

& Leiulfsrud

1987, 53-57; also
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social collectives. These quite homogenous social collectives emerge
as collective actors in the economy and polity, which get organized,
i.e., the formation of economic and political conflict groups, to defend
or advance their common interests against other actors whose interests
are different from theirs (Thompson 1968, 9-10; Uusitalo 1985, 170;

Alestalo 1986,42).

The classes have different kinds of strength and strategies to promote
their standing vis-a-vis the other classes in the economy. Thus, the
major classes in Scandinavia, the bourgeoisie, farmers, working class
and middle classes apply specific types of strategies to defend and
promote their economic interests (cf. Korpi 1978, 19-27; Uusitalo 1985,
169-170). The power of capital is based on the ownership and control
of the means of production and is affected by the degree of
concentration of private ownership in the economy and by the extent to
which a country is dependent on its export industries. This power
resource deviates sharply from the other power resources because it is
more easily mobilized and more easily transformed and its range of
applicability is much greater than, for instance, that of human capital
(Korpi 1978, 19-24).
Whether organizations are stable or mobile is crucial for analysing
their power resources. The fundamental specific strength of the
bourgeois class is its market-expanding capacity, which asserts the
power of the market and of the incessant capital accumulation against
territorial forms of control (cf. Therborn 1983, 40-41). Therefore, the
capitalist enterprises are mobile and they have no territory to defend.
Thus, one of the most important aspects of the development of the

capitalist enterprises is their mobility: they have, in principle, no

geographical ties but capital is relatively easy to move around.
Therefore, the ownership of the means of production confers great
power on a small fraction of the population, which is, to a large extent,
reflected in the activities of the nation state, too. Moreover, the
ownership and control of the means of production is also power and
control over the life chances of other people, because relation to paid
work is the dominant feature of people's daily life (Korpi 1978, 48-49;
Ahrne, Ekerwald & Leiulfsrud 1987, 69; Ahrne 1990, 56 and 119-126).
The powerful employers' organizations are also of relevance to capital
in promoting its position in Scandinavia, although it has been pointed
out that the main power resource of capital, i.e., the control of the
means of production, is not transferred to the interest associations of
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individual firms, i.e., the employers' confederations. This means that
interest articulation via the political and State level is not so significant
to capital as it is to wage earners, because employers' organizations
play a less critical role to their class as agencies of struggle than do
trade unions and Social Democratic parties to their class, i.e., the wage
earners (cf. Panitch 1986, 190-192).
However, it must be recognized that capitalist interests are not limited
to exerting only structural leverage but may also opt for more active
forms of political mobilization via employers' organizations and
Conservative parties (cf. Shalev 1983, 328). A typical strategy would
be a counter-mobilization to objectives of movement adversaries, i.e.,
wage eamers' unions, through divide and conquer principles, such as
facilitating class distinctions between different layers of wage eamers.
The power position of the upper middle class and professionals is
of expert knowledge in society. The
professional qualifications, which can be seen in the process of
recruitment where educational diplomas and credentials are of major
importance, are typical of this class. The organization of the upper
middle class and professionals is based on the "exclusionary strategy":
the use of formal qualifications as a means of controlling entry to rather than of guaranteeing performance in - the more desirable
locations within the division of labour (Parkin 1979; Goldthorpe 1982,
based on the expanding role

181).

The power resources of the lower social classes, the working class and
the lower middle class, are more widely distributed and depend on
numbers, and hence their strategy is based on the opposite principle to
that of the upper middle class: an inclusion of all possible sellers of
labour power in the coalition (Korpi 1978,24-25), i.e., a strategy of
"united we win". The industrial unionism is one example of this, and
historically collective action through trade unions has been the major
weapon of the working class in the struggle to free itself from a
subordinate economic position.
However, contrary to capital, voluntary organizations like trade umons
are immobile, and they are very dependent on their territorial
connection. Their members as their co-operation is defined according
to their spatial positions, work site, and divided into local branches of
organization. Such an organization cannot move far away from its
members (Ahrne 1990, 57). This is a great disadvantage vis-a-vis
capital, which is quite easily moved across the geographical
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boundaries. Moreover, it should be noted that the bourgeoisie may
strengthen its positions at the same time as the working class is
gaining positions of power in the economy and political life (Pontusson
1984, 82-84; Kosonen 1989, 79).
The power of farmers is based on the ownership of land, and through
their economic organization they have tried to reduce their mutual
competition and promote their interests vis-a-vis consumers and the
State. In the Finnish context, it is important to underline that unlike
other European peasants, farmers in Finland own the bulk of major
industrial resources in the country - the forests. This gives them a
very favourable power position vis-a-vis the other classes in Finland.
Furthermore, a special source of power of farmers can be located in
their autonomy, their non-dependence upon the bourgeoisie and
working class in Scandinavia (cf. Therborn 1983, 4l). However, when
a subsistence economy recedes, farmers' dependence on the State and
other classes in society increases. Thus, in Scandinavia a special
sectoral incomes policy systems has emerged, indicating close and
intimate relationships between farmers and government (Anckar &
Helander 1985, 130).

Finally, concerning the strategy and power of different economlc
interests it is important to remember that it has been typical of the
racially and culturally homogenous Scandinavian countries that
cleavages in the labour market have parallelled political cleavages. So,
the linkage of the economic organizations and political parties is
exceptionally strong, and the power of a given economic interest group
is closely related to the power of its political parry (Korpi 1981,
308-309; Esping-Andersen 1985, 57-58).

2.1 Blue-Collar Workers' Organization
Organizations
Scandinavia unionizing of the working class came rather late
compared to many West European countries, but the labour unions

In

eventually grew into the most powerful in the world. The unions and
Socialist parties developed as the two wings of a more or less unified
labour movement, its third and supplementary wing being the
consumers' cooperatives. The unions were formed at the early stage of
industrialization as local organizations, often among the skilled workers
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and craftsmen. In Denmark, the early unions built on the traditions of
the old guild organizations. The Scandinavian Social Democratic
parties, which were usually established before the formation of national
trade unions, encouraged and participated in the shaping of unions3

(Korpi 1981, 309-310).

Table 6. The Years of Founding and Membership of National
Blue-Collar Federations in the Scandinavian Countries
Established

Members

Denmark

1898

75 000 *

Finland

1907

25 000

Norway

1899

Sweden

1

Country

*

Data

for

898

600

38 000 *

1899

Sources: Elvander 1980, 40; Kjellberg 1983,269-288; Kauppinen

1985,35.

I

& Alasoini

The Scandinavian Workers' Congress in 1897 suggested the formation
of nation-wide unions, and the Swedish and Danish national federations
of unions were formed one year later. The Norwegian one was
established in 1899 and the Finnish one in 1907 (see table 6). The
development of the labour unions in the Scandinavian countries has
been accompanied by conflicts of several kinds. One of the most
important has been linked with the political course of the labour
movement. During and after World War I, the conflicts between the
revolutionary and reformist strategies within the labour movement
deepened. These conflicts resulted in parly splits betrveen minority
groups of Communists and the Social Democratic majorities.

3

The earlier formation of the Social Democratic parties in Scandinavia might reflect
the fact that political organization was a matter of primary importance under conditions
where the rural proletariat was large and industrialization took place mainly in the
countryside. Finland, in particular, matches this picture.
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In addition, these conflicts remained a part of the union movements for
a long time. However, in Sweden and Denmark the Social Democrats
have been capable of dominating the trade union movement in spite of
sometimes vigorous left-wing opposition. In contrast, in Norway in the
early 1920s the oppositional groups won a majority in the
representative organs of the Labour Party and the union confederation.
Pretty soon, however, the reformist direction won, and since then the
Norwegian labour movement has held onto the reformist Socialist
ideology (Elvander 1974a,68-69; Korpi 1981, 310-311).
In the Finnish trade union movement, there has been a permanent split

between the Communist and the Social Democratic tendencies, and this
cleavage originated in the Civil War of 1918 and weakened the Finnish
labour movement considerably (Knoellinger 1960; Kauppinen 1978,

3lr).

In addition to political conflicts, another type of conflict within
trade union movement has been related to the actual basis of

the

organization, the opposition between industrial, occupational and
general unions. In their progralnmes, all Scandinavian labour
movements have favoured industrial unionism, but this goal has been
realized differently in various countries. After World War II, industrial
unionism has been implemented in Sweden, and the number of unions
has been halved. In Norway and Finland too, the principle of
industrial unionism clearly dominates. In Denmark, however, industrial
unions have only a small proportion of the membership of the LO.
Instead, the Danish LO is dominated by one large general union,
primarily with unskilled workers in different industries, as well as by
various occupational unions (Korpi 1981, 312).

The early industrial unionism in Sweden and Norway is related to the
fact that the working class was not dominated by skilled labour as it
was in Denmark. In Norway, the majority of the working class were
rural proletarians, and in Sweden unskilled workers. The unskilled
workers were better situated to invoke broad class solidarity, which
industrial unionism promotes, over narrower craft interests (EspingAndersen 1985, 61).
The industrial unionism in Finland is presumably connected with the
lateness of Finnish industrialization. Hence, the ties to the craft
tradition had already begun to loosen before the full-scale
industrialization. The Danish LO had continued to resist centralization
and industrial organization, and it had remained divided between the
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powerful skilled-labour unions, on the one side, and the
unskilled-labour unions, on the other. Esping-Andersen (1985, 60)
points out that the chief reason for this division is probably the Danish
class structure, with its handicraft-centered manufacture.
There are differences between the countries conceming the role of the
central federations vis-a-vis their member unions. These differences
reflect to which extent power within the trade union movement is
centralized in the union federations. On the other hand, the degree of
centralization is an expression of the extent to which the competition
between wage earners has decreased (Korpi 1981, 317).

Historically, the role of the national trade union federations has been
least important in Denmark, whereas the federation has been very
important in Norway. The Danish LO lacks the control of strike
funds, while its Norwegian counterpart has the power to authorize
strikes and to control strike funds. The Finnish and Swedish trade
union federations started out as rather loose organizations, but
especially since World War II the Swedish LO has gained a very
centralized organizational structure and a strong position. Its Finnish
counterpart has remained relatively weak, partly due to the political
rivalry within the labour movement (Korpi 1981, 317).
The Development of the Unionization and the Membership of the
LOs

In the period before World War I, the Danish level of unionization was
the highest among the Scandinavian countries and also the membership
figures of the Danish LO were highest among the Scandinavian LOs
(figure 3). In Finland, these figures remained at the lowest level
among the Scandinavian nations. The Finnish unionization was
characterized by the agrarian structure of society, and the fact that the
working class movement, above all, had a genuinely political character
(cf. Kettunen 1986; Alapuro 1985b, 101-102).
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Figure 3. Membership of the National Blue-Collar Workers'
Federations and Union Density of Blue-Collar Workers in the
Scandinavian Countries, 1900-1975
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In the 1930s, unionization grew fast in Sweden, and Sweden got nearer
the Danish level (figure 3). Compared to the period before World War
I, the level of unionization doubled in the interwar period in Sweden.
At the end of the thirties, there were almost I 000 000 members in the
Swedish LO (D'Agostino 1987, l3), and it was very clearly the biggest
among the Scandinavian LOs. Partly this organizational surge was a
result of the facts that the Social Democrats conquered the
governmental power in 1932 and the relations between the employers
and the LO were renegotiated in the famous Saltsjdbaden Agreement of
1938 (Esping-Andersen 1985, 62).
Rapid blue-collar workers' unionization also occurred in Norway in the
1930s, reaching the typical Scandinavian level (figure 3). The rapid
unionization is connected with the fact that the Norwegian Labour
Party established its position as a dominant government party in 1935
(Kjellberg 1983,52).

In the interwar period, unionization in Finland remained very low, and
reached roughly one-third of its maximum strength of 1917. In this
respect, Finland together with Italy deviated from the other developed
West European countries (Stephens 1979, 112-116). Reasons for the
low unionization rate were the agrarian dominance in society, the
political cleavage within the labour movement and possibly the high
proportion of female workers (Knoellinger 1960, 1-28; Alestalo 1986,
l2l). Also the anti-labour activities of the State and conservative and
semi-fascist forces kept unionization low in Finland. Moreover, the
employers refused to acknowledge unionization and sign any collective
agreements during the interwar period (Kauppinen 1992, 300-301).

it

The period after World War II, 1946-1960, was one of rapid union
growth in Sweden, Denmark, and Norway. During this period, Sweden
assumed the lead in the level of unionization in Scandinavia. The
Swedish LO had a steady increase in membership, which stood at 1.5
million in 1960. In Finland, the trade union development was retarded
after the war. The major reasons for this were political. There was a
rapid rise in the unionization in the immediate afterwar situation (union
density of blue-collar workers rose from 8 per cent to 34 per cent), but
afterwards the political struggle between the Communists and the
Social Democrats kept the membership figures and unionization
percentage down during the following years, despite the growth of the
working class (Alestalo 1986, l2l; Soikkanen 1991, 157-366).
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From the mid-1950s onwards the trade union movement was further
weakened by the bitter and intense inner conflict and a split into two
competing camps in the Social Democratic Party and in the Finnish
SAK, all this accompanied by a general movement towards right in
politics (Kauppinen 1992,302). It was not until the mid-1960s that

the unionization rate and the membership figures of the Finnish SAK
began to grow (figure 3).

In the 1960s, there was stagnation in the Norwegian and Danish
unionization, though in fact the stagnation started as early as the 1950s
in Norway. According to Korpi (1981, 314) the Norwegian relative
retardation in the level of unionization reflects the fact that the unions
have been unsuccessful in organizing the workers in the expanding
parts of the labour force, i.e., the workers in the service sector as well
as female workers. The Danish experiences possibly fit into the same
picture. However, from the early 1970s onwards there was an
organizational surge in Denmark (figure 3).
In Finland and Sweden, the level of unionization rose during the 1960s
and 1970s. The level of unionization in Finland increased dramatically
since the split within the union confederation had been overcome in
1969. This was also due to an improved method of collecting union

dues: under a general agreement of 1968, dues are collected by
employers and transferred to the trade unions (Kauppinen 1987, l4).
Nevertheless, it has been pointed out (Kauppinen 1983, 9) that the rise
in Finnish unionization was the most rapid in the whole developed

world during the 1970s. Thus, the former laggard in the field of
unionization was now in the company of Sweden and Denmark, while
Norway lags behind.
Relations to the Employers' Confederations

In the Scandinavian countries, with the exception of Finland, relations
between labour and capital became institutionalized at a relatively early
date. Initially, employers tried to crush the unions and generally
refused to recognize the right to unionization. However, unionization
continued to grow and employers changed tactics. Around the turn of
the century, they formed their own confederations and sat down to
mutual negotiations with the unions.
Sweden, the first step towards mutual recognition by the LO and the
SAF was taken in 1906; in Norway the respective year was 1907. In

In
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Finland, the employers generally resisted collective bargaining in the
period between the two world wars. Not until 1940, during the Winter
War with the Soviet Union, did the employers' organization recognize
the unions' right to collective negotiations, and the agreement was
formalized four years later. In return, the employers demanded a
general agreement to safeguard their managerial rights (Elvander 1974a,
67-68; Korpi 1981, 316; Kauppinen 1992, 301).

In the period after World War II, the forms of collective bargaining
have, to some extent, shown differences between the countries. These
differences are connected with the centralization of central federations
and their relations to the member unions. In Sweden, the strong and
centralized LO has conducted centralized negotiations with the
employers' confederation in the private sector since the mid-1950s.
These central agreements have been followed up with industry-wide
contracts as well as contracts on the work-place level. Since 1963, a
similar pattern has developed in Norway.

In Denmark, negotiations and agreements on general issues have, for
many years, been dealt with directly by the central organizations on
both sides. In Finland, collective agreements resemble, to a large
extent, the Swedish counterpart, although, as in Denmark, collective
bargaining has been complemented by active attempts at State
intervention in favour of incomes policies. The active role of the State
in collective bargaining in Finland can be seen against the background
that the ability of the trade union movement to settle conflicts has not
been as good in Finland as in the other Scandinavian countries
(Elvander 1974a, 124; Korpi 1981, 317-318; Kauppinen 1992,58-61).
Industrial conflict is a strong indicator of the relationship between
wage earners and employers. In this respect, the Scandinavian
countries show a considerable dissimilarity in their trajectories of
development.
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Table 7. The Relative Strike Inv-olvement in the Scandinavian
Countries, 1900-1976

Period Denmark

t)

Finland

Norway

Sweden

1900-13 153

223

165

397

1919-38

203

r20

384

295

1946-76

184

835

64

36

l) Number of employees involved in industrial disputes per l0 000 persons in

the non-agricultural labour force
Source: Korpi 1981, 318.

The table points out that in the postwar period, particularly, rather
dramatic changes have occurred in the patterns of industrial conflicts in
Scandinavia. In Sweden, the level of industrial conflict has dropped
since the late 1930s, and in the postwar period it remained record low
internationally. In Norway, the same kind of development took place.
Denmark has retained a high level of conflict, and in Finland the level
of conflict has sky-rocketed. Together with France and Italy, Finland
has had the highest relative volume of strikes among the Westem
countries in the postwar period (Korpi & Shalev 1980, 313).
The explanation of this divergence is linked with the degree to which
political power is separated from economic power in the Scandinavian
nations. The coming of Social Democratic Governments with large
and solid political bases in Norway and Sweden since the 1930s made
it possible for labour to move conflicts from the industrial to the
political arena. Thus, industrial conflicts "withered away" in these
countries.

In Denmark, where the Social Democrats have had a much weaker
position, labour has not been able to transform the struggle between
capital and labour from the labour market to politics. In Finland, too,
left parties have split into fractions and have had even weaker positions
in the Governments, which for a long period have been dominated by
bourgeois parties. Thus, labour has been obliged to frght for its causes
in the industrial arena in Finland (Korpi 1981, 320)'
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Trade Union Movement and Political Parties
Intimate relations have always existed between the trade union
movement and the Social Democrats in the Scandinavian countries.
Yet, there are different organizational relations between these two
organizations, which are, in turn, reflected in the differences in
numbers of members in the Scandinavian Social Democratic parties
(Elvander 1979, l7).

In both Sweden and Norway the LO is closely connected to the Social
Democratic Party. Local union branches have been collective members
of the SAP and the DNA, and contributions have been made to the
parties from union subscriptions (Melin 1988, 123). In Sweden, the
degree of collective affiliation has been highest: in 1974 roughly 73
per cent of party members were collectively affiliated, and nearly 40
per cent of the LO members held collective membership in the party.
In Norway, the collective affiliation covers a much smaller field: only
40 per cent of the parly members and 8 per cent of the LO members
were affiliated in this way in 1974 (Elvander 1979, l7).

In Denmark, all members of the Social Democratic Party are individual
members; collective affiliation was abolished as early as the 1870s
(Elvander 1979, l7). One of the most important sources of the Danish
LO's influence has been the tradition of recruiting Social Democratic

leaders from the trade union movement. Yet, the Danish Social
Democratic Party has had a difficult role as political broker between
the disadvantaged unskilled sectors of the LO and the dominant skilled
organizations (Esping-Andersen 1985, 65).

The co-operation between the LO and the Social Democrats has not
been so harmonious in Denmark as in Norway and Sweden. Crises of
confidence have often emerged between the Social Democratic Parly
and the LO because of the State intervention in labour conflicts.

Moreover, the Communists and Socialist People's Party have exerted a
considerable influence in the LO, and both the left-wing parties have
profited by labour unrest on many occasions. Thus, while in Norway
and Sweden relations with the trade union movement have usually been
a source of strength to the Social Democrats, in Denmark the weak
position of the Social Democrats is sometimes made even worse by
bad relations with the LO (Elvander 1979, l9).

As in Denmark, there is no collective affrliation of trade unions to the
Social Democratic Party in Finland. In its prograflrne, the Finnish
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SAK states that it is independent of political parties, but in practice
there is nevertheless close co-operation with the movement via the
political groups. These political groups dominate the movement in
union elections in proportion to their relative strengths (Melin 1988,
124).

Yet the links between the two workers' parties, the Social Democrats

and the Communists, and the trade union movement are more
complicated in Finland than in the neighbouring countries. In the
1920s, the trade union movement was dominated by the Communists,
and in the 1930s by the Social Democrats. Between 1944 and 1948
the Communists tried to take over the union organization by wild
strikes and direct political action. However, this battle was won by the
Social Democrats, and they succeeded in stabilizing a gnp on the
unions (Soikkanen 1991, 439-456; Kauppinen 1992, 52-53).

In the late fifties, an other schism emerged in the trade union
movement. The Social Democratic Party was fragmented into two
competing fractions, one of which took over the leadership of the
Finnish SAK together with the Communists. The other fraction of the
Social Democrats formed a new national federation of unions, and
these two national organizations were competing with each other till
the late 1960s. In 1969 the split was overcome, and with the
employers' assistance the trade union movement was reunited and the
new national federation established. The Social Democrats have all the
key positions in the new SAK, but some of the unions are led by the
Communists (Elvander 197 4a, 7 2-7 3 ; Kauppinen 1992, 54-61).

2.2 White.Collar Workers' Organization
Organizations
The occupational organization of white-collar workers presents a much
more confused picture than blue-collar workers' organization in
Scandinavia. Professional and academic groups have older traditions of
organization than the working class, but by nature these organizations
had very little to do with what we understand by the term trade union
(cf. Melin 1988, 115; Vuori 1990, 9-28). The real unionization of the
middle classes really began after World War II, and the workers'
organization was something like a driving force behind the unionization
of the middle classes (Korpi 1981, 313; Kjellberg 1983, 128).
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It is possible to distinguish

t'wo historical phases in the development of
white-collar workers' organization. The first phase was the period
around World War I, when certain groups of State employees built up
central organizations. These newly formed civil servant associations
became weak and small in the interwar period in the Scandinavian

countries, although it is important to underline that, historically,
unionization among State employees has been extremely high in
Scandinavia and has exceeded that of the working class (see eg. Luoma
1962, 4l-42; Elvander 1974a,74). The other phase of the organization
began after World War II, when the major expansion and consolidation
of white-collar workers' federations occurred (Elvander 1974a, 74).
Table 8. The Central Organizations of White-Collar Unions and
Academics and their Membership in 1984

White-collar unions

Country Established

Members

Academic unions

Established

(1e84)

(1e84)

Denmark FTF

Finland TVK

1952
1956

(1e44)

STTK

288 000

AC

370 000

Akava

1950

1950

66 000
207 000

120 000

1946

Norway YS 1977
Sweden TCO 1944

Members

l

122 000

AF

102 000

SACO

1950

1947

123 000
258 000

of Sweden 1985,203-204;
Statistical Yearbook of Finland 1985/86, 310-312; Statistical Yearbook of
Denmark 1985, 137-139; Statistical Yearbook of Norway 1985, 99-102; Melin
1988,115.
Sources: Elvander 1974a,73-79; Statistical Abstract

In Sweden and Finland, the organization of middle-level and highersalaried employees have, to a large extent, developed outside the labour
unions, resulting in the federations of industrial as well as occupational
associations at different socioeconomic levels. Yet, in each
Scandinavian country middle-class wage-earning employees are
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organized not only in the white-collar workers' organizations but also
in the LOs (cf. Melin 1988; Kauppinen 1992, 308).
The biggest lower-middle-class organization in the Scandinavian
countries, the Swedish Central Organization of Salaried Employees
(TCO), was founded as the central organization of white-collar unions
in both private and public service in 1944. Most of the TCO unions
are vertically organized, in other words, industrial unionism dominates.
Comparatively speaking, the peculiar Swedish feature has been a rapid
and intense organization of lower white-collar workers in the private
sector. This unionization began in the 1930s, being most intense in the
1970s (Kjellberg 1983, 135). The biggest and quite autonomous
white-collar workers' association within the TCO (SIF) today has over
300 000 members. The biggest white-collar workers' union outside of
the TCO is the foreman organization SALF, which today has almost
100 000 members (Melin 1988, 119).

The Swedish TCO served as an example to other lower-middle-class
unions in Scandinavia. The Finnish Confederation of Salaried
Employees (TVK), second one after the TCO in size among the
Scandinavian countries, was founded in 1944. But its predecessor,
which was the first white-collar association in the Scandinavian
countries, was founded as early as 1922. As its Swedish counterpart,
the TVK leaned on the principle of industrial unionization.
Another lower-middle-class organization, STTK, was founded in 1946
as a federation for foremen and technical employees. This
Confederation of Technical Employees' Organizations in Finland
(STTK) was recognized as the major representative of the interests of
technical employees in Finnish industry as late as the early 1970s, and
since then its membership has grown rapidly. However, the picture of
lower-middle-class organization in Finland should be complemented by
the fact that the lower middle class gets organized not only in the
white-collar organizations but also in the SAK (Melin 1988, l2l-122;
Kauppinen 1992,308).
The Danish counterpart to the TCO was founded in 1952. This
federation of the lower middle class (FTF) resembles the Swedish
TCO, but it is less coherent and not so large. In contrast to its
Swedish and Finnish counterparts, the FTF has rejected industrial
unionism, and its position is very weak in relation to its member
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unions (Kjellberg 1983, 130). Once again a fact which reflects the
strength of the craft tradition in Denmark.
The Danish foremen and technical employees also have their own
central organization (FR), which included around 24 000 members in
1983. The Danish lower-middle-class organization has been slower to
consolidate, and organizations have been much more numerous than in
Sweden, but along with the rise in unionization in the 1970s some
convergence of organizational penetration has taken place (EspingAndersen 1985,63).

More often than in the other Scandinavian countries, lower whitecollar workers in Norway have joined the LO, something that the
Norwegian LO has also encouraged. Lower white-collar workers tried,
but failed, to institute a separate trade union federation in 1951. A new
federation of salaried employees was founded in 1977, and it had
around 122 000 members in 1984. In spite of this, it can be said that
the situation outside of the Norwegian LO is confused; there are a lot
of small and diverse unions (Korpi 1981, 313; Esping-Andersen 1985,
63). For example, 16 per cent of all organized employees belong to
unions that are outside the central organizations in Norway (Melin
1988,118).
The absence of a strong lower white-collar workers' federation in
Norway has been explained as being the consequence of the early
emergence of a separate association of public civil servants. This
provoked the LO to compete for membership among private-sector
white-collar workers. The LO did not want an unpolitical competitive
white-collar workers' federation aside of itself. Another explanatory
factor seems to be the refusal of small independent public employees'
organizations to engage in consolidation (Elvander 1974a,76)

All in all, in Sweden and Finland

organization of the lower middle
quite
class is
consolidated, and industrial unionism dominates, while in
Denmark and Norway it is much more fragmented, and horizontal
unionism is primary.

In all the Scandinavian countries the upper middle class has formed its
own federations of unions along the lines of craft associations. These
organizations call for people of the same profession and with university
education to belong to the same national union, regardless of their
work-place, i.e., in line with the principle of horizontal unionization.
The membership figures of these federations remained low until the
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end of the 1960s, but as a result of the increasing numbers of people
with academic degrees a period of organizational surge so rapid that it
even left the worker's organizations behind followed (Melin 1988,

l ls-l 16).

The Central Organization of Swedish Professional Workers (SACO)
was founde d in 1947, initially to include only professionals with
academic degrees but subsequently it attempted to enlarge its
organizational base. In the 1970s, the membership of SACO has risen
fast due to the growth of professional groups in public and private
services and a merger with a small federation of civil servants (SR)
(Elvander 1974b,67; Korpi 1978, 65).
The second largest upper-middle-class organization in Scandinavia, the
central organization of Professional Associations in Finland (AKAVA)
was founded in 1950, and is mainly composed of people with academic
degrees and working in the public sector. From a loose federation of
academic professional gloups the association has turned into a general
interest organization for upper white-collar employees, and there has
been a continuous and fast increase in the membership of AKAVA
since the early 1970s (Vuori 1990,216). Compared to Sweden and
Finland, the academic federations in Norway and Denmark are more
modest. The Federation of Norwegian Professional Associations was
founded in 1950 and it has today about 125 000 members. There are
also unions outside of the national academic federation in Norway, the
most important being the teachers' association Norsk Laererlag, which
had 53 000 members in the mid-1980s (Statistical Yearbook of Norway
1985, 101).

The Danish academic organization was also formed in 1950, and in the
beginning it was quite a loose federation but later it consolidated.
Today the Federation of Danish Professional Associations comprises
around 70 000 members. In addition to academic organizations, there
are two more central organizations for the Danish civil servants (cf.
Elvander 1914a,77).

In sum, the overall picture of the middle-class occupational
organization is quite confused and the internal heterogeneity of
organizations is apparent, but especially during the 1960s and 1970s

organizations have consolidated and become more clear-cut, which in
turn has made the middle classes more distinct in relation to other
classes. The middle-class organization is mostly based on the line of
craft association, which is most salient in Denmark and Norway. In
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Sweden and Finland, industrial unionism is more dominant, although
the central organizations are not so centralized and disciplined as the

working class organizations.
Unionization

The level of unionization of the middle classes is difficult to estimate
accurately, because the distinction between white-collar and blue-collar
workers in the censuses is not clear and it does not correspond
completely with the recruitment bases for the LOs and white-collar
workers' organizations (cf. Korpi 1978, 65; Kjellberg 1983, 40-43).
However, figure 4 makes a rough estimation of the level of
unionization among white-collar workers in Scandinavia.
Figure 4. Union Density of White-Collar Workers in the Scandrnavtan
Countries, l9l0-1975
per cent
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There has been a marked difference between the level of unionization
in the public and private sectors. Since the beginning of the 20th
century, the unionization of State employees has been on a much
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higher level than for any other group of employees in Scandinavia (cf.
Luoma 1962, 65; Elvander 1974a; Kjellberg 1983, 124-125), and is
reflected in the rate of unionization especially in the interwar period.
The unionization of white-collar workers has grown steadily since the
early 1930s in Sweden, and it broke the mark of 70 per cent in the
1970s.

In Finland, white-collar workers' unionization began to grow
immediately after World War II, but between 1955 and 1965 it
stagnated, to peak and reach the Swedish level in the early 1970s. The
unionization of the Finnish white-collar workers has been at the same
level, or even higher, than blue-collar workers' unionization in Finland
(Kauppinen 1981, I l; 1992,80-83).

The level of unionization among white-collar workers appears to be
lowest in Norway, and it has remained relatively unchanged since the
mid-1950s. This can be connected with the fact that the Norwegian
unions have been unsuccessful in organizing employees in the service
sector as well as female workers (Korpi 1981, 314; Alestalo, Bislev
and Furiker 1991, ll0). The Danish level of unionization falls
between the Norwegian and the Swedish and Finnish levels, and it has
remained constant between 1950 and 1970.

White-Collar Workers' Federations, the LOs and Political
Organizations
The relations between white-collar workers' federations and the LOs
could be described as a complicated pattern of tension and cooperation in Scandinavia. In Denmark and Norway where craft
association is more common among white-collar workers, there has
been disputes between white-collar workers' organizations and the LOs
Yet, typical of Norway has been that white-collar workers have to a
great extent affiliated themselves to the LO (Lindblad et al. 1974,74;
Elvander 1974a,76; Kjellberg 1983, 130)).

In Sweden, the LO

and the TCO have established very close cooperation. This co-operation began in the 1970s and has been
extended to collective bargaining, with the LO negotiating in close
association with different cartels of white-collar workers' unions (Korpi
1981, 314). In Finland, there has been rivalry and co-operation
between the lower-middle-class organization TVK and the working
class organization SAK, but as in Sweden, co-operation between
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organizations intensified particularly in the 1970s. In this context, it
should be remarked that the three middle-class organizations in Finland
were not recognized by employers as bargaining partners until 1968
(Elvander 1974a, 1 16-1 19; Lappalainen 197 6, 120-l2l; Heiskanen
1977; Kauppinen 1992, 306).

The co-operation between the wage-earners' central organizations has
focused mainly on two areas: the campaign for across-the-board
agreements in wage negotiations and exercising influence on State
intervention, especially in the field of social policy. However, due to
class-generated interest differences, these same organizations have very
rarely met the employers with a united front (cf. Melin 1988,122).

A similar

symbiosis has not evolved between white-collar workers'
unions and the Social Democratic parties, as in the case of blue-collar
workers' unions and the Social Democratic parties. These
organizations have generally remained neutral with respect to political
parties. As Elvander (1974b,67) points out, the proper meaning of
neutrality in the case of white-collar unions is neutrality in relation to
the political parties rather than to political issues. It has been necessary
for the middle-class organizations to develop their particular kind of
political neutrality because they have to look after the interests of a
politically much more heterogenous constituency than that of the LOs.
This is because both the lower and upper middle classes are politically
very diversified in Scandinavia (cf. Uusitalo 1975,32).

it is possible to

observe some links between white-collar
political
parties. Compared with the other whiteworkers' unions and
collar workers' organizations, the central organizations for academic
employees have closer links to the right-wing parties in all countries.
The Conservatives in the Scandinavian countries have a rather large
upper-middle-class constituency and these groups are mostly organized
into the academic federations (Alestalo 1986, 126; Melin 1988, 124).

However,

2.3 Employers' Organizations
One distinctive feature of the Scandinavian labour markets is the
of strong employers' organizations. The growing strength of
trade unions, which made them able to exploit the lack of unity among
the employers, was a major impetus in the creation of employers'
organizations (Luoma 1966,15-16; Korpi l98l). All Scandinavian
employers are very effectively organized, and there has been
presence
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considerable co-operation between the Scandinavian employers'
organizations, including agreements on mutual support in industrial

conflicts.

The special Scandinavian feature has been that employers' interests are
represented by two separate organizations, which have a clear division
of labour. One is concentrated in the terms of work (the employers'
confederations), and the other in promoting the interests of business in
economic and technical affairs (the industrial associations) (Lindblad et
al. 1974, 52).
The leading force among the employers is composed of the large
companies in the manufacturing industries, because they are the
dominant category among the employers in the private sector of
economy. Employers in the branches outside of manufacturing, such
as shipping, agriculture, and forestry, have often founded separate
organizations, in Finland and Denmark in particular (cf. Korpi 1981,
314-315). After World War II, the growth of the public sector and
public employment has tremendously increased the importance of
employers' organizations on the State and local government level.
Table 9. The Years of Founding of the Scandinavian Employers'
Confederations and Wage Earners Employed by their
Members in 1984

Country

Established

Wage earners
employed in 1984

Denmark

1896

468 000

Finland

1907

626 000

Norway

1900

390 000

Sweden

1902

t

234 000

of Sweden 1985,203-204;
Statistical Yearbook of Finland 1985i86, 310-312; Statistical Yearbook of
Denmark 1985, 137-139; Statistical Yearbook of Norway 1985, 99-102.
Sources: Elvander 1974a,68; Statistical Abstract

Table 9 points out that in Denmark the major confederation of
employers' organizations (DA) was formed in 1896, two years before
the Danish national trade union LO. In Sweden, Norway and Finland,

69

the employers' confederations were formed in connection with or
somewhat after the foundation of the trade unions. This took place
1902 in Sweden, 1900 in Norway and seven years later in Finland.

All the Scandinavian

employers are very concentrated and well
disciplined. For instance, about 90 per cent of the private sector
employees are engaged in firms which are members of the Swedish
Employers' Confederation (SAF) (Kjellberg 1983, 85). In 1984, there
were over I 200 000 wage earners who were employed by the
members of SAF (table 9).

The Finnish Employers' Confederation (STK) represents the interests of
larger industrial enterprises, and in 1984 about 630 000 persons were
employed by firms belonging to it. The organization defending the
interests of private commercial firms, the Finnish Confederation of
Commerce Employers (LTK), was formed in 1945 and there were
about 300 000 persons employed by its member-firms in the mid-1980s
(Statistical Yearbook of Finland 1985186,312). The Norwegian and
Danish employers' organizations represent firms employing fewer than
half a million wage earners in 1984 (table 9).

By relating the number of employees in firms belonging to employers'
organizations to the number of unionized workers, we get the result
that the strength of the employers' confederation is highest in Finland
and lowest in Denmark, with Sweden and Norway falling between. But
if we look at the share of employers in various branches of the private
sector who are members of employers' organizations, Sweden appears
to have the strongest employers' organization (Korpi 1981, 315).
Lastly, in addition to the employers' confederations and industrial
associations, there are also other organizations defending and promoting

business interests in Scandinavia, such as separate associations of
banking and insurance (cf. Lindblad et al. 1974, 6l- 64; Helander
l e88).

Employers' organizations and industrial associations have cultivated
close, though less formalized ties with various Conservative parties in
Scandinavia. The Scandinavian employers' confederations have
adhered to the principle of "political neutrality", but this has not
prevented the informal co-operation between the employers and the
Conservative parties. In fact, we can sometimes talk about a personal
union between the leaders of the employers' confederations and the
Conservatives, especially in Sweden and Finland (cf. Elvander 1974a,
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73; Lindblad et al. 1974,74-75). The fact that entrepreneurs comprise
a remarkable part of Conservative voters further strengthens the close
relationship between the employers and the Conservative parties.

2.4 Farmers' Organhation
Organizations
feature has been the emergence of
independent farmers and their political organizations (see Rokkan et al.
1970, 126-129; Castles 1978, l3l-142). In addition to the political
parties, Scandinavian farmers have also strong economic organizations,
which are unique and very concentrated when compared with the
situation in other European countries and the USA (e.g. Nikula 1988,

A peculiar Scandinavian

100).

The organization of farmers has developed against the background of a
unique agraian history, and great changes in the basic structure of
agriculture (enclosures supporting peasant ownership and
commercialization of agriculture by peasant-farmers) with its political
and social consequences, smallholding policy and co-operative
activities. One additional factor was the change of class relations and
the shift of the politico-cultural hegemony from country to town during
the expansionist phase of capitalism (cf. Lipset & Rokkan 1967, 44-46;
Urwin 1980,205-208; Alestalo & Kuhnle 1987,23'24).
Table 10. The Major Organizations of Agricultural Producers in the
Scandinavian Countries and their Membership in 1984
Country

Established

Membership

in

1984

Denmark

I

893

92 000

Finland

t9t7

132 000

Norway

1896

64 000

1970

157 000

Sweden

(teze)

Sources: Lindblad et al. 1974, 66-67; Maataloustuottajain Keskusliitto,
vuosikertomus 1985; Letters from Lantbrukarnas Riksfiirbund 17 March 1988,
De danske Landboforeninger l0 March 1988 and Norges Bondelag 29
February 1988.
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The first Scandinavian producers' organizations were formed at the end
ofthe 1800s as a consequence ofthe protectionism introduced because
of the agricultural crisis, and they were mainly founded by large
farmers. Parallel organizations were set up in the first half of the 1900s
to represent small farmers, who differed from larger farmers in terms
of class position. During the interwar period, this bipartite
organization labelled the overall development of occupational
organization of the Scandinavian peasantry (Nikula 1988, 100-101).
The structural change and the agricultural rationalization in postwar
Scandinavia weakened the positions of farmers' organizations, and an
inner homogenization of farming population (cf. Alestalo 1986, 66-67)
took place, where family farms became the dominant economic units
within agriculture, i.e., the number of smallholders decreased radically
and farmers underwent a transformation from employers to
self-employed. These trends undermined the positions of small
farmers' organizations and caused a high dependence of farmers and
their organizations on State policy (Steen 1981, l-2; Alestalo 1986, 68;
Nikula 1988, 102-103).

In Denmark, where farmers have been able to assert their economic

interests over both labour and industrial capital, agriculture organizes
its interest into three major occupational organizations. This Danish
way of organizing is based very clearly on the size of holding. The
larger estates belong to the Central Union of Large Farmers

(Centralforeningen af Tolvmandsforeninger og storre Landbrugere i
Denmark), which was founded in 1923. The number of members is
very small (1250 in 1975) and originally the associations belonging to
this central organization comprised only twelve members (Lindblad et
al. 1974, 66-67; Esping-Andersen 1985, 205-215; Helander 1988, 197).

The strongest of the producers' organizations is the representative of
medium-sized farms, the National Farmers' Union (De danske
Landboforeninger), which was formed in 1893. In politics, the
interests organization has a close relationship with the Danish Agrarian
Liberals. The third Danish agricultural organization is the
Smallholders' Union (De samvirkende danske Husmandsforeninger),
which defends the productional interests of the smallholding rural
population. The organization was founded in 1910, and it is politically
near the Radical Liberals (Lindblad et al. 1974,66; Helander 1988,
197-198). In 1919, a co-operative organization, Landsbrugsraadet,
which coordinates farmers vocational and economic interests was
founded. Today this very influential organization is a spokesman for
medium-sized farms in Denmark.
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In Norway, interests of agriculture are represented by two separate
organizations. This division is based on differences of class position
between farmers and smallholders. The National Farmers' Union
(Norges Bondelag) represents larger farms and was founded as early as
1896. The number of members in the organization is relatively low.
But the Farmers' Union has been a militant organization which
throughout the whole postwar period has been prepared to invoke
action in the event of Government resistance to the demands of the
farmers (Steen 1985, 57). The other organization, the Smallholders
Union (Norsk Bonde- og Smibrukerlag), was formed in 1896 and
comprised about l0 000 members in the early 1980s.
The Swedish farmers differed from those of the other Scandinavtan
countries in the way their interests were organized. In the Swedish
case, economic rather than occupational organization has clearly been
the dominant institution and has also had purely professional functions,
including negotiations with the State (Steen 1985, 57). While the other
Scandinavian farmers erected political interest organizations at an early
stage, this did not happen until 1929 in Sweden as a consequence of
the Great Depression, taking the trade unions as a model. Until then
the political interests of the farmers were represented by the farmers'
marketing organization (Sveriges Allmiinna Landbruksselskap).
There was considerable organizational conflict between this marketing
organization and the National Farmers' Union (Riksforbundet
Landsbygdens Folk) established in 1929, until the amalgamation of
these organizations in 1970 (Steen 1981, 9; see also Steen 1985, 57)'
However, after the amalgamation the number of organized farmers has
been on a steady increase. The introduction of structural policy
weakened the position of small farmers in the occupational
organizations, and small farmers' organizations merged with the official
producer organization, the National Farmers' Union, at the end of the
1940s (Nikula 1988, 103).

In the interwar period, the Finnish smallholding rural population was
organized into two associations, which were very clearly linked with
the political parties. One was the Smallholders' Union, which had a
close relationship with the Finnish Social Democratic Parfy, while the

other, the Smallholders' Central Union supported bourgeois parties and
saw Communism as posing the greatest threat in Finland. The relations
between the Finnish peasantry and working class long bore the marks
of the 1917-1918 Civil War, when large farmers and their
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organizations largely supported the bourgeoisie and actually formed the
core of the victorious "white army" (Nikula 1988, l0l).
The Central Union of Agricultural Producers (Maataloustuottajain
Keskusliitto, i.e., MTK) was established in 1917, and it was a
spokesman for the larger farms in Finland (Santonen 1971,264-265).
Still in the 1950s, the MTK had rivals, which were competing with it
for the support of small farmers. But the structural rationalization of
agriculture caused the number of smallholders to shrink and the small
farmers' organization was closed down in 1969. Thus, the MTK
became the supreme representative of the farming population in
Finland (Alestalo 1985, 189; Nikula 1988, 103). In fact, in terms of
political capacity, the organization was the most influential economic
interest organization in Finland between 1945 and 1966 (Huuska 1968,
148-149).

In addition to class position, the farmers got organized on the basis of
language in Finland. The organization representing the swedishspeaking farmers in Finland, the Central Union of Swedish Agricultural

Producers (Svenska Lantbruksproducenternas Centralforbund) was
formed in 1946, and it today comprises around 20 000 members. In
politics, the union has worked together with the MTK in order to put
pressure on the Government.

Membership of f,'armers' Organizations and Unionization Rate

In absolute terms, the number of organized farmers has been biggest in
Sweden, with the exception of the period between 1965 and 1975 when

the Finnish farmers were more numerous (figure 5). The membership
figures in Sweden dropped until 1970, when the amalgamation of the
farmers' organization took place, and after that the number of
organized farmers has been on a steady increase.

In Finland and Denmark, on the contrary, the number of farmers
engaged in the producers' organizations rose steadily until the late
1960s, but after that the figures have dropped, maybe because of the
overall decline in the agricultural population. In terms of membership,
the Norwegian organization is the smallest agricultural interest
organization in Scandinavia, but in contrast to the other Scandinavian
countries, the number of organized farmers has remained constant in
Norway between 1950 and 1985 (figure 5).
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Figure 5. Membefqhip of the National Farmers' Unions and Union
Densityl) oi Fu.-.r. in the Scandinavian Countries,
194s-1985
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The level of unionization of farmers is difficult to estimate, because
membership figures of organizations often include pensioners and
persons who are only farm-owners and not active farmers (it has, for
instance, been evaluated that pensioners account for about one-fifth of
the total number of members in the Finnish MTK). However, figure 5
gives a rough picture of the level of unionization, where the number of
organized farmers is related to the total agricultural population.

In spite of the overall decline of the agricultural population, the degree
of unionization has grown in Sweden, Norway and Finland since the
early 1960s, while the degree of unionization has gone downhill in
Denmark since the 1970s. The level of unionization is highest in
Sweden, whereas it is almost on the same level in the other three

countries.

Farmers' Organization and Political Organizations
The producers' organizations proper have a traditional bond with the
agrarian parties in Scandinavia; while the occupational and economic
arena is dominated by producers' organizations, the political arena is
dominated by the Agrarian/Centre parties. In Denmark, the
organization of medium-sized farms and the influential
Landsbruksraadet has had unusual intimate and longstanding relations
to the Agrarian Liberals, and sometimes a personal union between
these organizations has evolved (Lindblad et al. 7974, 75-76; EspingAndersen 1985, 58). Furthermore, besides their numerical strength the
farmers' organizations have a structural power in Danish politics,
which is based on the central position of agriculture in the Danish
economy.

The Swedish farmers' organization has had quite an intimate
relationship with the Agrarian Parfy, but after 1945 when the Agrarian
Party began to develop a strong appeal to the employees in urban areas
the purely agrarian interests have been displaced from the party's
political action. The relationship between the Government and farmers
can be labelled as clientelistic during the period of coalitional
governments between the Agrarians and the Social Democrats, because
the farmers used the party channel directly to the Minister of
Agriculture.
However, after the dissolution of the party coalition in the late 1950s,
when the Social Democrats were independent of support from the
Agrarian Party in parliament, the Social Democrats and consumer
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interest organizations launched an attack to reduce the farm influence
in Sweden (Steen 1981, 9-11). Thus, the relative weakness of the farm
interests and the relative strength of the consumer interests have been

typical of Sweden. In this respect Sweden differs clearly from

Denmark.

There has been a traditional bond between the Farmers' Union and the
Agrarian Party (nowadays the Centre Party) in Norway. This
relationship became less formal after the Second World War, but there
is still a considerable overlap in important tasks between the Farmers'
Union and the Centre Party. Throughout the whole postwar period,
the Farmers' Union has been prepared to invoke action in the event of
Government resistance to the demands of the farmers (Steen 1985, 57).
However, during the 1960s and 1970s the relationship between the
Govemment and farmers in Norway has had aspects of symbiosis in
terms of exchange of benefits, and the farmers are given a remarkable
influence over govemmental policy through consultations. In contrast
to Sweden, in Norway there has been no organized opposition from
consumer interests to farmers' demands for higher prices (Steen 1981,
7).

In Finland, there are close links between the farmers' organization
MTK and the Agrarian/Centre Parly, which held a dominant position in
the Finnish governments during the two postwar decades. As regards
the relationship between the Government and the MTK, the
organization has acquired a position of representative monopoly of
agricultural interests. For a dozen of years it has had a monopolistic
position in the advisory organizations in the agriculture and forestry
sectors (Anckar & Helander 1985, 130). The MTK has also very close
and intimate connections with the farmers' cooperative movement and
the enterprises within the agricultural business in Finland, at least on
the leadership level (e.g. Jaakkola 1976,45-56).

There is also a connection between the MTK and the major export
sector, i.e., the forest industry in Finland. Consequently, the MTK and
the Finnish Centre Party has had vested interests in accepting the
requirements of the forest industry, stumpage price expected, and to
give them priority in governmental politics (Kosonen 1989, 77; see
also Jaakkola 1976, 53-54).

As the producers' organizations were closely linked with the bourgeois
parties, the Scandinavian small farmers' organizations, with the
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exception of the Danish one, were associated with the Social Democrats
(Lindblad et al. 1974,75-76; Nikula 1988, 100-101). For example, the
Smallholders' Union in Norway has had close connections with the
Norwegian Labour Party. The Labour Party has had an appeal to the
smallholders in outlying districts, and very often the party's election
programme has been characterized by a policy of income parity between
farmers and other groups, and especially a lowering of income
differences within the agricultural sector itself (Steen 1985, 58).

In Denmark, on the contrary, the small farmers' organization has close
relations to a bourgeois party, i.e., the Radical Liberals, and the leaders
of this organization have often been elected representatives of the
Radical Liberal Party (Lindblad et al. 1974,76).
Table

ll.

Economic Organization of Classes in Scandinavia

1)

Classes

Denmark

Finland

Norway

Sweden

Farmers

Central Union

Central Union

National

National

National Farmers'

Producers,

of Large Farmers,
Union,
Smallholders'

Union

Business

Corporations,
Larger Employers

Upper middle
class

Lower middle
class

Working
class

Danish Employers'
Confederation

Federation of
Danish Professional Associations

of Agricultural
Central Union
of Swedish

Agricultural

Farmers'
Union,
Smallholders'

Farmers'

Union

Union

Producers

Finnish Employers'

Confederation,
Finnish Confederation of Commerce
Employers
Central Organiza-

tion of Profes-

sional Associations
in Finland

Norwegian

Employers'

Confederation
Federation of
Norwegian
Professional
Associations,
Norwegian
Teachers'
Association,
many yellow
unlons

Danish Central
Organization of
Salaried Employees,
Danish Confederation of Foremen and Technical Employees

FinnishConfede-

of

of Vocational

Danish Federation
of Trade Unions

Central Organization of Finnish
Trade Unions

Norwegian
Federation of
Trade Unions

ration

Confederation

Salaried Employees, Unions, Norwegian
Federation of
Confederation of
Trade Unions,
Technical Emp
loyees' Organi- many yellow unions
zations in
Finland

Swedish
Employers'
Confederation

Central
Organization
of Swedish
Professional
Workers

Swedish
Central
Organization
of Salaried
Employees

Swedish
Federation
of Trade
Unions

l) Urbon petty bourgeoisie is not considered because of its heterogenous character and scattered

organization.
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3 The Political Organization of Classes
As the economic organization, the political organization in Scandinavia
is based on its tripolar class structure: the bourgeoisie, working class
and farmers have all had their representative parties in Scandinavian
politics. As in other Western countries, Conservative and Liberal
parties have been dominant parties of the bourgeoisie and labour
parties a political muscle of the working class, but what distinguishes
the Scandinavian countries from other Western countries is the
concentration of farmers' political support to single and separate
Agrarian parties (Lindblad et al. 1974, 117; Uusitalo 1975,30; Castles
1978, t39).
This kind of alignment has formed the basis of the Scandinavian multiparty system, which has remained quite unaltered since its ,birth in the
early 1920s (Lipset & Rokkan 1967, 50; Lindblad et al. 1974,96).
Still in the mid-1970s, political parties representing the three class
blocs got about 80 per cent of the votes in all Scandinavian countries
(Uusitalo 1975,31).
Five parties are common throughout Scandinavia. There are
Conservative, Liberal and Agrarian/Centre parties on the one hand;
Social Democratic and Communist parties on the other hand (Berglund
& Lindstrom 1978, 16). Sweden fits the five-party model best,
because between 1920 and 1970 no other party had ever gained as
much as 2 per cent of the national vote. There has been some
modifications of this five-channel model. In Denmark, it is the number
rather than the type of parties that constitutes the deviation. Especially
in the late 1970s, Denmark has been characteized by the fragmentation
of the political system.
Norway deviates from the model in the respect that after 1945 a
Christian People's Party emerged at the national level. In Finland, the
major exceptions to the general Scandinavian model are the existence
of a party for the Swedish speaking population and a strong
Communist Party (Berglund et al. 1981, 83; Alestalo & Kuhnle 1987,
31; Elder et al. 1988, 30).
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Table 12. The Scandinavian Party Systems, 1945-1970
Base

Radical

Working

Left

class

Left

Denmark

Finland

Norway

Sweden

Communists,
Socialist
People's Party,
Left Socialists

Finnish
People's
Democratic

Communists,
Socialist
People's Party

Left Party

Social

League

Democrats Social Democrats Labour

Linguistic

Social Demo-

crats

Swedish

People's Party

Religious

Christian
People's Party

Agrarian
Liberals

Farmers

Larger

Party

Communists

Left

Employers,
Urban Petty

Agrarian Party/

Agrarian Partyl

Agrarian Partyl

Radical
Liberals

Liberals

Liberals
(Venstre)

Liberals

Conservative
People's Party

National

Right

Moderate
Unity Party

Centre Party

Centre Party

Centre Party

Bourgeoisie

&

Middle
Classes

Right

Coalition
Party

Sources: Adapted from Rokkan 1981,72-73; Elder et al. 1988,

3l

3.1 Conservative and Liberal Parties
The structural preconditions for the growth of a united bourgeoisie
were different in the Scandinavian countries: in Sweden and Finland
the concentration of capital was from the outset more intensive than in
Denmark and Norway, where businesses were more small-scale and
less concentrated. Yet, the bourgeoisie was not politically coherent in
any of the countries.
This split of the bourgeoisie has its roots in the cleavage between rural
and urban interests, which dominated the political landscape before
mass democracy in Scandinavia (cf. Rokkan et al. 1970, 126-129;
Castles 1978, 138-139; Rokkan 1981, 64-65). The Liberals, merchants,
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artisans and independent farmers, emerged as a spokesman for the
predominantly agrarian nation, its economic interests, language and life
style, while the Conservatives defended the urban State and the
administrative and financial elites controlling it (Berglund & Lindstr<im
1978, 17; Elder et al. 1988, 34).

In Finland, cultural differences, the status of the Finnish language and
culture, were more important factors in the political division of the
bourgeoisie than in the other three countries, where purely economic
differences or economic and cultural differences were more salient to
the division (cf. Rokkan 1981, 66). Yet, the outcome of the
fragmentation of the political right was basically the same in all the

Scandinavian countries: Agfarian peasant parties and Conservative and
Liberal parties representing the urban industrial bourgeoisie and the
urban petty bourgeoisie were set up in each country. A special case in
Finland was the establishment of the swedish People's Party (Lindblad
et al. 1974,100; Rokkan 1981, 66).

Conservative Parties
The early development of Scandinavian Conservatism correlates rather
well with the timing of the political mobilization: Denmark first, then
Norway, followed by Sweden and Finland in that order.
Table 13. The Timing of Universal Suffrage, Parliamentarism and the Years of
Founding of the Scandinavian Conservative Parties

Denmark Finland NorwaY

Sweden

Universal

1849

1906

1898

1909

Parliamentarism

1915

l9l9

1884

19t7

Conservative
Party established 1849

1918

1884

t9t2

suffrage (men)

Sources: Berglund

63.

& Lindstrom 1978,62-64; Elvander 1980,

33; Blom 1988,

The early political mobilization of Denmark and Norway is reflected in
the history of their Conservative parties. When the new Danish
parliament convened in 1849, the burghers constituted themselves as
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the National Liberals. The party was reconstructed into the
Conservative Parly after the final breakthrough of parliamentarism in
1915. The reconstructed parly was based on Social Conservatism and
was a coalition that went for the urban petty bourgeois vote. The
Norwegian Conservatives also organized themselves as a party during
the introduction of parliamentarism in 1884. After the dissolution of
the union with Sweden, the party's support base extended from higher
civil servants to the business and entrepreneurial community as had
happened in Denmark, too (Berglund & Lindstr6m 1978,63-64).

It was not until the early

1950s that the Finnish and Swedish
Conservative parties became membership parties in the proper sense of
the word. The formation of the Yeomen's and Burgher Party in l9l2
paved the way for the Swedish Conservative Parfy and the loss of
farmers' support, which went hand in hand with the rise of the
agricultural interest organizations, served to solidifu the party
organization. However, Swedish Conservatism retained a strong
influence in certain rural districts, especially in the farm belt of
Mid-Sweden.

The Finnish Conservative Party was born out of the nonJiberal
sections of the Finnish movement. The National Coalition Parly was
formed in 1918 by the Old Finns and Young Finns who had favoured
the Monarchy during the constitutional debate. Like the Swedish
Conservative Party, also the National Coalition Party was not purely an
urban phenomenon and it drew votes from both landowners and tenants
in the south-west of Finland (Berglund & Lindstrtim 1978, 63-65;
Elder et al. 1988, 46-47). A special aspect of the Finnish party was
that it was close to the right-wing extreme in 1930-1932, when there
was a threat of rightist takeover in Finland. It did not, however,
constitute a real threat to the political system, because the position of
the bourgeoisie was so strong and hegemonic that it could maintain its
interests within the contemporary political system (Alapuro
1978, 122-141).

& Allardt

After the Second World War, the Conservative parties in Finland and
Sweden have more and more stood out as the representatives of groups
like businessmen, industrialists and upper white-collar workers. The
Danish party has about the same social structure, but it does not stand
for a clear right-wing position in questions on cultural, educational and
social reforms. Furthermore, the Danish parfy, like the Norwegian one,
has been quite willing to co-operate with the middle parties on such
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questions (Lindblad et al. 1974, 107; Berglund
6s-66).

& Lindstrom

1978,

The Norwegian party has at times assumed government responsibility
with other parties of the bourgeois bloc, and it has a long tradition as
defender of the free enterprise system in economic policy affairs. In
the Norwegian political landscape, the party has been identified as a
parly of the urban centre (Helander 1988, 124).

Figure 6. The Shares of the Conservative Parties and the Liberal
Parties of Valid Votes Cast in Parliamentary Elections in the
Scandinavian Countries, l9l 5- 1985
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With most of their support drawn from the towns, the Scandinavian
Conservatives have remained relatively weak electorally. The Swedish
and Norwegian parties gained about 30 per cent of the votes in the
early decades of this century, but in the long run they have lost in
electoral strength (figure 6). In Finland and Denmark, the
Conservative parties have remained firmly in control of close to 20 per
cent of the electorate.
Yet, after the election of 1973 the Danish party dropped to somewhat
under the l0 per cent mark, after which it, as the Norwegian party too,
gained a considerable increase of votes (figure 6). In the last few
years the Conservative gain is the most remarkable in Norway, where
wage and salary earners have drifted to the Conservative Party in large
numbers (cf. Esping-Andersen 1985, 105; Alestalo & Kuhnle 1987,33).
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Liberal Parties
In Scandinavia, contrary to Continental Europe, Liberal parties never
became entirely dominated by an intellectual and cultural elite. An
inflow of farmers into the Liberal camp has been typical of
Scandinavia. Farmers played a dominant role for the Danish
Liberalism and for the Norwegian brand of Liberalism, as well. In

Sweden and Finland, on the other hand, the farmers stood outside the
Liberal movement, which was the decisive difference between the
Scandinavian countries (Berglund & Lindstrtim L978, 48-49).
Table 14. The Years of Founding of the Scandinavian Liberal Parties

Denmark
Party

Established

Finland

Norway

Sweden

Radical
Liberal
Parfy

People's

Liberal

Liberal

1905

1918

I 883

1900

Sources: Berglund

Parry for
Progress

& Lindstrtim 1978,48-54;

Party

Party

Helander 1988

The Danish Radical Liberal Party is a strange phenomenon among the
Scandinavian Liberal parties, and it has never got its equivalent
elsewhere in Scandinavia (Berglund & Lindstrtim 1978, 50-51). The
party came out of the Danish Liberal Party as early as 1905. Two
factors have been generally seen as preconditions for this party: the
anti-militarist mood and the commitment to the smallholder. The parry
has had close connections with the cultural and intellectual elite and a
long tradition of co-operation with the Social Democrats, thanks to the
party's important and intermediate position in the Danish political
system.

Though these Liberal parties were the leading parliamentary forces in
Scandinavia before l9l4 and had pioneered such vital political causes
as full democratization, constitutionalism and responsible government,
they lost significant electoral ground by 1930. According to Elder et
al. (1988, 49), there are two general explanations for this decline of
Scandinavian Liberalism. First, there were difficulties in reconciling a
wide variety of interests with which the "old" Liberals had identified,
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in their capacity as leading anti-establishment party of the late
nineteenth century. Secondly, there was the parfy's tardiness in
adapting to the needs of an electorate, which became increasingly
differentiated by economic sectors after the 1930s. Furthermore, due to
an unstable and heterogenous constituency, the parties had to fight a
war of two fronts; against both Agrarian and Social Democratic parties,
and in Norway against Christian People's parties, too (Lindblad et al.
t974, 108).

Consequently, all the Liberal parties have experienced a remarkable
drop in electoral support since the 1920s (figure 6). In Sweden and
Norway, the Liberal parties have succeeded somewhat better in the
electoral arena than in Denmark and Finland; in Finland especially the
role of Liberalism has been relatively insignificant. The only Liberal
Parly which has experienced an upward trend after World War II is the
Swedish Liberal Party, although it has gone through the strongest
swings among the parties (figure 6).

3.2 Agrarian Parties
Within a global perspective, the Scandinavian Agrarian parties are
strange phenomenon. The emergence of the parties for agrarian
defence in Scandinavia reflected the size of the agricultural population
and, in particular, the regional density of family-sized farms during the
period of political and economic modernization (Lipset & Rokkan
1967, 45;. Urwin 1980, 163). These parties were not peculiar to
Scandinavia alone, but they have remained unsurpassed in terms of
their voter strength and durability .
Table 15. The Years of Founding of the Scandinavian Agrarian Parties

Party
Established

Denmark

Finland

Norway

Sweden

Agrarian
Liberals

Agrarian

Agrarian

Agrarian

t929

1906

1920

1922

(1870)

Sources: Halvarson

Party

& Elovainio 1977,24;

Party

Berglund

& Lindstnim

Party

1978, 55
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The Finnish Agrarian Pafi was formed in 1906, and it consistently
polled,on an average, one quarter of the vote in the most agrarian but
least developed farming nation. In the more industialized Sweden and
Norway the respective parties were formed in 1922 and 1920- In
Denmark, with the smallest but most highly developed agricultural
sector, an Agrarian party as such never appeared. However, Agrarian
Liberals (Venstre) may be considered essentially a farmers' party
(Elder et.al 1988, 38-39). Torben Worre (1980, 309) points out that
the Danish agricultural population has traditionally been subject to a
certain stratification according to the size of farm holding. The larger
estates support the Conservatives, the bulk of the farmers vote for the
Agrarian Liberals, and many smallholders prefer the Radical Liberals.

In terms of their support base, the Scandinavian Agrarian parties had
much in common during the first half of the current century: they
originally mainly comprised small farmers or peasants. As Lipset and
Rokkan (1967,45) have suggested, the large family-sized farming
population was a sine qua non for the growth of strong Agrarian

parties. However, the Scandinavian Agrarian parties were not parties
representing the whole countryside, on the contrary, they were
essentially interest-group parties promoting the class-interests of
agricultural producers at the various stages of integration into the
capitalist economy. Indeed, in recruiting support from farmers only,
they were even more evidently class parties than were the Scandinavian
Social Democratic parties.

The Agrarian parties were largely a reaction to industrialization and the
threat posed to the role of farming in an increasingly urban economy.
On the other hand, industrialization was an important factor in raising
the economic level of the farming population. Although its absolute
size diminished, the agricultural productivity rose to meet the growth in
consumer demand for foodstuffs (Elder et al. 1988, 48).
Sweden and in Finland, in particular, the Agrarians promoted a
radical and romantic rhetoric, which urged the moral as well as the
economic case for small farming and defended a vision of the rural
society based on the spirit of co-operative "Gemeinschaft" against the
contamination of urban "Gesellschaft". However, by the 1920s, both
parties had become more Conservative as well as more structurally
diverse following the affiliation of elements of the larger farming
population (Elder et al. 1988, 40-41).

In
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Unlike its sister parties in Sweden and Finland, the Norwegian
Agrarian Party's support base was relatively diverse from the outset. In
the 1920s, the party's vote was drawn fairly evenly from the small and
medium-sized farmers in the southern and western parts of Norway and
from the larger producers in the eastern part of Norway. Later, the
Agrarians' popularity declined in the south-west and increased in the
east among the large holders. The Norwegian Agrarian Party has, in
fact, been considered to be the spokesman for the well-to-do farmers
(Berglund & Lindstrom 7978, 56; Elder et al. 1988, 4l).
Any durable interest-specific farmers' party never emerged in
Denmark. This was due to the fact that Denmark's economy was so
unquestionably dependent upon agriculture and the protection of its
interests was, therefore, less needed than in the other Scandinavian
countries. The Agrarian Liberals (Venstre) can be seen as a
continuator of the "Old" Liberals in Denmark, and it has traditionally
been the party of a modern, well-integrated farming sector, heavily
reliant upon exports to Britain. There is a strong case to be made for
the notion that Agrarian Liberals are the true representatives of Danish
Liberalism. The party's policies has often bordered on Classical
Liberalism and the Conservative Party has generally been its natural
ally. However, on the issues concerning educational, culfural and
social reforms, the Agrarian Liberals never led the way - they sooner
belonged to the rear-guard defence of the status quo (Berglund &
Lindstrom 1978, 54; Elder et al. 1988, 42-43).
In the 1930s, when the depression hit the Scandinavian countries and
the growth of the extreme right posed a threat to bourgeois democracy,
the Agrarian parties severed their link with the extreme right (the
parties had harboured individuals and groups overtly enthusiastic about
Fascism and National Socialism) and entered into parliamentary
co-operation with the Social Democrats. This type of co-operation was

first started in Sweden in 1933, followed by Norway in 1935, and
finally in Finland in 1937. The collaboration was the basis for
extensive State intervention, ranging from labour policy to the
regulation of agricultural production and prices (Nikula 1988, l0l102).

It

was only the Danish parfy that was left out of this kind of "crisis
coalition" in the 1930s. Instead, it was the Radical Liberals and the
Social Democrats that established a joint legislative programme in
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in 1929 (Berglund & Lindstr<im 1978, 56; Alestalo & Kuhnle
1987,33; Elder et al. 1988, 51-53).

Denmark

By the mid-1960s, all three Agrarian parties (in Finland, Norway and
Sweden) transformed themselves into Centre parties with a view to
penetrating the urban - industrial vote market. Following the name
change, they took a more moderate stand on industrialization and
urbanization and began to lay stress on small-scale entrepreneurship
and decentralization of the social structure. The Swedish Agrarians
were the first to adopt the new destination in 1957, followed by the
Norwegian counterpart two years later. The last to transform was the
Finnish party in 1965.
The common denominator in the decision to modernize the Agrarian
parties was a sharp drop in the numbers engaged in agriculture after
World War II (Elder et al. 1988, 70) Additionally, because the
Scandinavian Agrarian parties were never catch-all parties within the
agricultural sector but leaned on a core constituency of medium-sized
proprietors, the structural policy in agriculture, i.e., the amalgamation
of holdings into larger units, attacked the very foundations of the
parties' support base (Elder et al. 1988, 70; Nikula 1988, 102-103).

With the possible exceptions of the Swedish and Finnish parties in the
1970s and 1980s, the Centre parties have not proved very successful in
adapting to the structural imperatives of developed industrial
economies, and their vote has remained anchored in the farming
population and in smaller towns based on agricultural hinterlands
(Worre 1980,310; Elder et al. 1988,72-73). The Swedish Centre
Party appeared successful in transforming itself into a catch-all parfy'
It drew almost equally on the support of farmers and industrial
workers, with some support from the lower middle class and small
entrepreneurs in the 1960s. The explanation for the Centre Party's
success is linked with the favourable tactical position in the opposition,
which the party enjoyed during the Social Democratic dominance in
the 1960s and early 1970s.
The Finnish Agrarian/Centre Parly could justifiably be said to have
dominated national politics for over forty years, and the years of high
Social Democratic strenglh in Denmark, Norway and Sweden from the
mid-1940s to the mid-1960s can be labelled in Finland as an era of the
dominance of the Agrarian Parly. The important position of the
Agrarians was, to a great extent, due to the agrarian structure of
Finnish society and to its watershed position between the right and the
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left (Alestalo 1986, 114-115). The peculiar conditions of the Finnish
parly system enabled the Agrarian Party to occupy a position in the
centre of the political spectrum and, by holding the balance of power
between left and right, to be at once indispensable to achievement of
majority governments and decisive in determining their parly
composition.
Furthermore, the party had close connections to the export sector, i.e.,
forest industry, and it had vested interests in accepting the requirements
of the export sector and to give them priority in Govemmental politics
(Eriisaari 1978,93; Kosonen 1989,77). The Finnish party has also
supplied three presidents, including the long-serving head of state,
Urho Kekkonen (1956-1981). During the postwar era many Agrarian
leaders developed a close relationship with Moscow, which contributed
to the centrality of the party's role in politics and served to offset the
electoral logic of a shrinking agricultural population. In a way, the
existence and character of the Finnish AgraianlCentre Party can be
seen as an expression of the unique position Finland holds between
Western and Eastern Europe (Allardt 1985a, 15-17; Elder et al. 1988,

7t-72).

Finally, in the 1980s the Finnish Centre Parly has embraced voters
from all social classes in the countryside, which has made it
increasingly a parry for the people living in rural areas (Sundberg
1985,299-317; Martikainen & Yrjonen 1991, 102-105).
The Norwegian Centre Parry is strongly entrenched among farmers, but
outside of the farming population the party has had to face competition
from two other parties, the Liberals and the Christian People's Putty,
who traditionally have defended peripheral and rural interests (Valen &
Rokkan 1974,351-352). As the Centre Party has, in some respects,
been considered to be the spokesman for the wealthier farmers, the
Labour Party has been able to make inroads into the smallholding
agrarian population and fishermen, which could normally be labelled as
"agrarian" (Berglund & Lindstr<im 1978, 56).

The Danish Agrarian Liberals have remained true to their Liberal
persuasion and they have not made any genuine breakthrough in the
urban vote market. During the 1960s, they co-operated with the
Radical Liberals, which materialized the historic bourgeois coalition in
Denmark in 1968 (Berglund & Lindstrom 1978, 58).
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Figure

7.

The Shares of the Agrarian Parties of Valid Votes Cast in
Parliamentary Elections in the Scandinavian Countries,
t9l5-1985
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In Denmark and Finland, the Agrarian parties have generally drawn
more than 20 per cent of votes, while the parties in Norway and
Sweden have gained a mere 10 per cent share (figure 7). The vote
share of the Danish and Swedish parties have been marked by strong
shifts in the 1970s, in particular, a striking feature was the success of
the Swedish party in the early 1970s that made it the leading Agrarian
party in Scandinavia. In Norway, the Agrarian Party scored its best
result in the 1930s - 16 per cent of the votes. Since then, the party
has lost ground (figure 7). The Finnish party stabilized at the mark of
20 per cent in the 1930s and remained there for the next forty years.
During the 1970s, the party lost some electoral ground.
To recapitulate the success of the Scandinavian Agrarian parties:
Denmark has a strong but somewhat unstable Agrarian party, Finland
has a strong and stable party, while in Norway the party is stable but
weak. Prior to 1970, the Swedish party resembled its Norwegian
counterpart. Finally, it should be underlined that other organizations for

9l

agrarian defence such as producers' organizations and co-opts are to
the Agrarian parties what trade unions are to the Social Democrats.
Thus, organizationally farmers stand shong in Scandinavia.

3.3 Labour Parties
Social Democratic Parties

In all four countries the first labour parties were set up before the turn
of the century: 1871 in Denmark, 1887 in Norway, 1889 in Sweden
and 1899 in Finland.
Table 16. Milestones of the Scandinavian Labour Parties

Foundation

the Social

Denmark

Finland

Norway

Sweden

l87l

1899

1887

l 889

1879

1907

1894

1890

1884

1907

1903

r

1926

1924

1928

l9l8

1923

t92t

of

Democratic
Party

First parliamentary elections

with Social

Democratic
candidates

First Social

Democratic
candidates
elected

896

First
Govemment

with Social

Democratic

representation

l9l6

(ret7)

Foundation

of the

Communist
Party

1919

Sources: Halvarson

& Elovainio

1977; Elvander 1980, 33; Alapuro 1985b, 100
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The formation of Social Democratic parties as other forms of collective
action of workers in Scandinavia, especially in Sweden, was a result of
a gradual pooling of resources based on a common position in the
production. Political rights were won through a struggle in which the
workers slowly learned to organize and to mobilize, first in strikes and
then, after gaining political rights, in elections fought through their own
pafry. In Sweden, Norway and Denmark the Social Democratic parties
originated in the trade unions and remained based on them. In Sweden
and Norway, the collective affiliation of trade unions even became the
organizational backbone of the party (Elvander 1979, 17; Alapuro
1985b, 100-l0l).
The formation of the Finnish parly took place abruptly and in a more
thoroughly rural surrounding than in the other Scandinavian countries.
To a higher extent than in Scandinavia, the Finnish working class
movement was a mixture of rural and urban supporters from the
beginning, and in contrast to the other Scandinavian nations, where
trade unions were of major importance, its mobilization took place
above all in the political arena (Soikkanen 1975, 13-18; Alapuro
1985b, 102; Alestalo & Kuhnle 1987, 30).
The rural profile of the Finnish Social Democratic Parly was very
accentuated in the mobilizing election of 1907, when the party with 80
of 200 seats in Parliament became the largest Socialist party in Europe.
In l9l8 the outbreak of the civil war was largely caused by the
collapse of Russia and the October Revolution in 1917. In addition,
internal causes like the above mentioned exceptionally strong position
of the Social Democratic Party and the failure of parliament to comply
with the growing Social Democratic calls for social reform also
effected the outbreak of the civil war in Finland (Soikkanen 1961;
Rokkan 1981, 70; Alapuro 1985b, 102; 1988, 272-275).

In spite of the close relations to the trade union movement, the rural
element has been a part of the Norwegian party's constituency, too. As
the degree of industrialization and urbanization has been lower in
Norway than in Sweden and Denmark, small farmers and fishermen
have traditionally been important supporters of the Labour Party in the
agrarian periphery (Elvander 1979, 10). In a way, the Norwegian
Labour Party has been a loose coalition of workers, smallholding
farmers and fishers.

The rural profile of the Finnish party contrasts itself quite sharply with
the urban character of the Danish party. In Denmark, where the
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national economy rested heavily on a highly integrated network of
co-operative small farming, the rural conditions were less favourable
for the advance of Social Democracy. The high level of farm
proprietorship coupled with the rather high share of the population
living in towns - the share which was much higher than elsewhere in
the region - meant that Social Democracy in Denmark emerged as a
more purely urban phenomenon than in the other Scandinavian
countries.

The Danish party's electoral constituency also reflected the relatively
earlier impact of industrialization in Denmark and it drew upon a
labour movement which developed in the context of small independent
unions rather than in that of the larger-scale factory production of
Sweden. Thus, a significant element of the party's support base
comprised urban craft-workers (Elder et al. 1988, 34-38).
The interwar period in Scandinavia, except in Finland where it was an
era of repressive bourgeois dominance and growing hegemony of the
Agrarian Pu.fy, was above all characteized by the rise to power of the
Social Democratic parties. The Swedish Social Democratic Parly was
the most successful: it formed a govemment for the first time in 1917
in coalition with the Liberals and on its own in 1920, l92l-22,
1924-1926 and again from 1932 to 1976. The first Social Democratic
Government in Denmark was formed in 1924 and the party - in
coalition with the Radical Liberals woS in government from 1929 to
1948 (table 17).

In Norway, the Labour Parly formed an interim government for four

weeks, but definite Social Democratic ascendancy dates back to 1935
(table l7). Originally, the Norwegian party was radicalized and
dominated by the leftist party fraction, and it affiliated with Comintern
from 1919 till 1923. As a result, it became politically marginalized
throughout the 1920s. However, influenced by the successful strategy
of the Swedish sister party in the early 1930s, it moved quickly
towards the centre and adopted an image and strategy similar to that of
the other sister parties in Sweden and Denmark (Nordheim Nielsen
1988a, 58).
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Table 17. Parties in Government in Scandinavia, 1920-1980
Denmark
1920-24
1924-26
1926-29
1929-40
1940-45
t945-47
1947-50
I 950-53

LEFT

Soc.

Soc.
Soc.

t953-57

1957-60

Soc.
Soc.

1960-64
1964-68

Soc.
Soc.

1968-71

t97t-73

Soc.

1975-78
1978-79
1979-82

Soc.
Soc.
Soc.

r973-75

CENTRE

RIGHT

Agr.Lib.
Agr.Lib.

Rad.Lib.
"Grand Coalitions"

Agr.Lib.

Agr.Lib

Cons.

Rad.Lib+
Single Tax
Rad.Lib.

Agr.Lib+
Rad.Lib

Cons.

Agr.Lib.
Agr.Lib.

Finland
1920-21

Lib+Sw.PP+
Agr.

Lib+Agr.
Lib+Agr.
Lib+sw.PP+
Agr.
Lib+Agr.

1921-22
1922-24
1924-2s
192s

t92s-26

r926-27
1927-28
1928-29
1929-30

Soc.

1937-40

Soc.

t940-44

Soc.

1944-46
1946-48

Soc.+Comm.
Soc.+Comm.

r948-50

Soc.

l-53

Soc.

953-54
1954
1954-56

Soc.

1950-51
195

1953
I

1956-57
1957

l 958-59
1959-62
1962-63
1964-66

Agr.
Lib.
Lib+Agr.

Lib+Sw.PP+

1930-36
1936-37

Agr.

Soc.
Soc.

Soc.Opp.
Soc.

Agr'
Lib+Agr.

Lib+Sw.PP+

Agr.

Lib+Sw.PP+
Agr.
Lib+Sw.PP+Agr.
S\y.PP+Agr.
Lib+Sw.PP+Agr.
Sw.PP+Agr.
Sw.PP+Agr.
Lib+Sw.PP
Sw.PP+Agr.

Cons
Cons.
Cons.
Cons.
Cons.
Cons.
Cons.
Cons.
Cons.

Cons.

Agr.

Lib+Sw.PP+Agr.
Lib+Sw.PP+Agr.
Lib+Sw.PP+Agr.

Agr.

Lib+Sw.PP+Agr.
Lib+Sw.PP+Agr.

Cons.
Cons.
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1966-68

1968-70

LEFT

CENTRE

Soc.+Soc.Opp.+
Comm.

Agr.

Soc.+Soc.Opp.+

Comm.
Soc.+Comm.

1970-71

1972
1972-75
1975-76

Soc.

1976-77

1977-82

Sw.PP+Agr.
Lib+Sw.PP+Agr

Soc.+Comm.

Lib+Sw.PP+Agr.
Lib+Sw.PP+Agr.

Soc.*Comm.

Agr.

Soc.

RIGHT

Lib+SW.PP+Agr

Norway
1920-21

t92t-23

Lib.

r924-26

Lib.

1923-24
1926-28
1928

Soc.

93s-63

Soc.

1963-65

Soc.

1928-31
193 l -33
1933-35
I

1963

1965-71

t97t-72

Soc.

1973-81

Soc.

1972-73

Cons.+Nat.Lib.
Cons.+Nat.Lib.
Cons.+Nat.Lib.

Lib.
Agr.
Lib.
Lib+chr.PP+

Cons.

Lib+Chr.PP+

Cons.

Agr.

Chr.PP+Agr.

Sweden
1922-23
1923-24
1924-26
1926-28
I 928-30
1930-32
1932-36
1936-39
1939-45
l 94s-5

Soc.
Soc.

Soc.
Soc.
Soc.
Soc.
Soc.
Soc.

l

l95l-57

1957-76
1976-78
1978-79
1979-81

Cons.

Lib.
Lib.
Agr.

Lib+Agr

Cons.

Cons.

Agr.

Lib+Agr
Lib.
Lib+Agr

Cons.
Cons.

Agr. : Agrarian Party
Agr.Lib : Agrarian Liberal Party

:

Chr.PP. Christian People's Party
Comm. = Communist Party
Cons. = Conservative Party
Grand Coalitions grand coalitions during German occupation
Lib. Liberal Party
Nat.Lib. = National Liberal Party
Rad.Lib. = Radical Liberal Party
Soc. Social Democratic Party
Soc.Opp. Social Democratic Opposition
Sw.PP Swedish People's Party

:

:

:

:

:

Sources: Berglund

& Lindshtim 1978,

145-149; Blom 1988, 72-73; Helander 1988,287-299.
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The Social Democratic ascendancy and its power base was conditional
on two factors: the accommodation with farmers and industrialists and
the fact that the self-image they promoted was not a working class
party but a people's parly dedicated to the interests of the
commonwealth (cf. Esping-Andersen 1985, 32-33). During the Great
Depression in the early 1930s, the Social Democrats formulated "crisis
progrcrnmes", which provided the basis for general compromises with
farmers over State intervention in the course of the crisis. Large
package deals involving various relief prograrnmes for farmers opened
doors for deficit spending on public works and social security reforms
in the interest of the working class. The Danish Social Democrats
pioneered this type of package deal in the winter of 1933, but similar
deals soon followed in Sweden in May 1933 and in Norway in 1935
(Esping-Andersen 1985, 73-88; Nordheim Nielsen 1988a, 60; see also
Hornemann Msller l98l).
The horse trading with the Agrarians consolidated the Social
Democratic Governments and gave the labour movements a stronger
position vis a vis the employers and the Conservatives. In order to
stay in office, the Social Democrats needed to pursue a policy which
benefited the economic position of the country as a whole, and for
such to succeed, they needed active compliance with both unions and
employers. Thus, in the late 1930s the Social Democrats adopted
settlements with the employers that recognized a stable division of
economic power and governmental power between the opposing classes

(Korpi 1983, 48).

These compromises, sometimes called historic, inaugurated the
asymmetrical balance of power between the capital's unchallenged
reign in production and Labour's reluctantly accepted control over
government. Both compromises, with the farmers and the
industrialists, made it possible for the Social Democrats to keep them
divided and at the same time fairly satisfied (Nordheim Nielsen 1988a,
63). Nevertheless industrial compromise in Denmark has been
moderate and industrial conflicts have remained on an internationally

high level (Korpi 1983, 175).

In Finland, conditions for a Social Democratic ascendancy did not exist
as in the other Scandinavian countries. The victorious bourgeois forces
of the civil war and the strong Agrarian Party dominated Finnish
cabinets in the interwar period, and unlike the other Scandinavian
Social Democratic parties, which transformed themselves from
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"ghettoparties" into "people's parties" (Esping-Andersen 1985, 7l-86),
the Finnish working class movement as a result of the bloody civil war
and its aftermath persisted in having a "ghetto approach" with its own
organizational networks. In addition, contrary to the other
Scandinavian countries, the working class in Finland became
extensively divided into Social Democratic and Communist movements
(Soikkanen 1975,359-417; Alestalo 1986,21; Alestalo & Kuhnle 1987,
33-36).

It was not until 1937 that the Social Democrats entered a collaboration
with the Agrarian Party, although with different reasons than in the
other Scandinavian nations. The conditions for the historic
compromise were almost non-existent in interwar Finland, and the
employers refused to recognize the unions and collective bargaining.
In fact, it can be claimed that Finland entered an era of historic
compromise as late as 1968 (Soikkanen 1975, 583-587; Uusitalo 1982,
88; Kauppinen 1992, 300).
The Social Democratic parties maintained their position as predominant
parties in Denmark, Norway and Sweden after the Second World War.
The Danish party, however, first had to live down its collaborationist
taint and outmanoeuvre a large communist challenge, which had sprung
up (Nordheim Nielsen 7988a,67). In fact, the whole period from
World War Two to the early 1970s can be labelled as a Social
Democratic era, because the Social Democratic parties were capable of
building up a modern welfare state and investing more in welfare
spending than almost anywhere else in Western Europe. Partly this
was due to the parties' strong electoral support (figure 8), and partly to
their co-operation with the Agrarians and the Liberals
(Esping-Andersen 1985, 88-90; Alestalo 1986, 115).
However, the coalition with the Agrarians began to unravel in the
1950s as the social basis of the Agrarian parties quickly dwindled
(figure 1) and as the possibility for further compromises became
exhausted when after the enactment of universal flat-rate progralnmes
the Agrarians saw little need for further major developments of the

welfare state.

The largest of the Scandinavian Social Democratic parties in the
postwar period has been the Swedish Social Democratic Party, which
has polled about 45 per cent of votes after 1945 (figure 8), and in
1968 the amazing 50.1 per cent, an absolute majority of the active
electorate. The strength of the Swedish Social Democratic Party has
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not little to do with the fact that Sweden has been endowed with a
larger working class than her neighbouring countries for a considerably
longer duration of time (Ahrne & Leiulfsrud 1988, 33), and the process
of concentration into big units started earlier and went much further
there. To a greater extent than its neighbours the Swedish Social
Democratic Party has been dominated by what has been termed the
core of the working class.
Figure 8. The Shares of the Social Democratic Parties and the
Communist Parties of Valid Votes Cast in Parliamentary
Elections in the Scandinavian Countries, l9l5-1985
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Next in order was the Norwegian Labour Party, which was able to
form one-party Governments from 1935 to 1965. During the
twenty-year-period after the war the vote share of the party has been
nearly as high as that of its Swedish counterpart (figure 8). Special
feafures of the Labour Party has been that its core constituency has
been a mixture of small farmers and fishermen from the large
peripheral areas and urban workers. Thus, to the Norwegian Social
Democracy the urban-rural alliance was therefore much more a
genuinely intern one from the start which further accord them solid
parliamentary majorities of their own in the first postwar decades
(Nordheim Nielsen 1988a, 73).

In Denmark, the Social Democrats established a grip on the power
from 1953 to 1968, with approximately 40 per cent of the poll (figure
8). However, the Danish party remained weaker than its Swedish and
Norwegian counterparts. The structural explanation for this weakness
is the strong economic and political position of agriculture, in this
respect the situation of the Danish Social Democrats resembles the
situation of the Finnish sister party. The Social Democrats in Denmark
were never able to win a large share of the agrarian vote, as in
Norway. Thus, the Danish Social Democracy has remained an urban
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and industrial phenomenon, as also the Social Democratic Party in
postwar Finland (Allardt & Pesonen 1967,349; Elvander 1979, l0-ll;

Elder et al. 1988, 76).

The Finnish Social Democratic Party is clearly the weakest of these
parties in Scandinavia. Its electoral success was going downhill
between 1950 and 1965 (figure 8). In the 1950s, the Agrarian Party
dominated in Finland, and in contrast to the years of Social Democratic
strength from the mid-1940s to the mid-1960s in the other three
Scandinavian countries, these years were an era of the dominance of
the Agrarians in Finland (see Alestalo 1986, ll4)' The importance of
the relatively long periods of Social Democratic Government
participation, mostly in coalition with the Agrarians, (table 17) has
been considerably reduced by the political splits in the labour
movement (Korpi 1983, 175).
The Finnish Social Democrats were further weakened by the inner
conflict in the party and in the federation of workers' unions from the
mid-1950s onwards. Hence, a Social Democratic Opposition Party left
the mother party in the second half of the 1950s. It has appealed to
the small farmers' interests and also differentiated itself from the
Social Democrats by advocating large-scale nationalization of private
industry. Foreign policy was also a matter of controversy between the
Social Democrats and the opposition. The Social Democratic
Opposition co-operated with the Finnish People's Democratic League
from the outset and gradually merged with the radical left (Berglund &
Lindstrom 1978, 4l; Elder et al. 1988, 84).

The 1960s was the watershed decade for Social Democracy in
Scandinavia, because economic growth speeded up rationalization in
agriculture and industry, and together with the welfare state growth
effected substantial changes in the occupational structure. The growth
in the layers of traditional blue-collar workers leveled off at least in
Sweden and Denmark, while the group of white-collar workers began
expanding at a quick pace. Furthermore, processes of rapid
urbanization fueled by migration from the rural and peripheral areas,
which had begun in the 1950s, reached a peak.
Consequently, the sixties saw a successful and abortive attempt at
political realignment in which the Social Democrats tried to make the
crucial move from the old external coalition with the Agrarians into a
new internal coalition with white-collar workers (Nordheim Nielsen
1988a, 73). The Scandinavian Social Democratic parties were in the
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1960s pressed to recast their image as wage-earner parties once the
farmer coalition was doomed (Esping-Andersen 1985, 89).

However, the Scandinavian Social Democratic parties could cope with
this task quite differently, but the Swedish Social Democratic Party
was the most successful in mobilizing white-collar workers in the
1960s (see eg. Esping-Andersen 1985, 122-127). All three parties in
Denmark, Norway and Sweden experienced stagnation and decline
during the 1970s (figure 8), but Denmark was unique to the degree to
which Social Democracy was decomposing. This has to do with the
feedback effects of the previous Social Democratic State policy (cf.
Esping-Andersen 1980 and 1985).

In contrast to the Swedish State policy which was conditionhomogenizing and interest-harmonizing, the general crisis of the Danish
welfare state has stimulated internal tension and fragmentation within
the working class. The dependence on support from the non-socialist
side precluded both earnings-related pensions and boundary
transgression in housing and active labour market policy, whereas
grand expansions of services and public sector employment turned out
to be possible (Nordheim Nielsen 1988a, 74-75). The lack of earningsrelated pensions and the trend towards privatization in housing policy
considerably contributed to the abortion of the attempt to set up a
durable alliance between blue-collar and white-collar workers in
Denmark (see eg. Esping-Andersen 1985).

In Norway, smaller and more gradual changes of occupational structure
as well as the Labour Party's dual base, fishermen, farmers and urban
workers, prevented the party from entering into an alliance with big
business for rapid industrialization and urban concentration along the
lines of Swedish Social Democracy, and put a brake on attempts
towards the blue and white collar workers' alliance (Nordheim Nielsen
1988a). The EEC issue in 1972 provoked new divisions across the
Norwegian polity and harmed the Labour Party's ability to maintain
internal unity. The EEC dispute involved a revival of the classical
cleavage in Norwegian politics between the industrial centre and the
agrarian periphery. Later on, however, the Labour Party was able to
bring back many of its rural voters, because it introduced an income
settlement that, in effect, was a guaranteed redistribution for peasants
and fishermen (Elvander 1979, 10; Esping-Andersen 1985, 105).

In Finland, contrary to the other Scandinavian countries, the 1970s was
not a period of decline for the Social Democratic Party. It gained its
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strongest position since World War

II within

a coalition Government
together with the Agrariar/Centre Party and the Communist Parly
(Alestalo 1986, ll5-116). In contrast to the Danish party, the support
of the Finnish Social Democratic Party has been very stable in the
Finnish working class. Furthermore, though the middle-class support
for Social Democrats is not so high as elsewhere in Scandinavia, the
modest decline of the working class support has been compensated for
by a corresponding increase in middle-class support (cf. Kangas 1986,
30; Blom 1988, 79; Martikainen & Yrjtinen 1991, 58-59).

In sum, the Swedish Social Democratic Parry is the single strongest
Social Democratic Party in Scandinavia. This has to do with the
largest working class and skillful party tactics. The Norwegian party
comes next, and in governmental politics the parly has been even more
entrenched than its Swedish sister party. Peculiar to it has been a dual
support base, comprising little people in the peripheral areas and urban
working class. The Danish Social Democracy has not been so
successful as the others. It has been a more urban phenomenon and
more labelled by craft tradition than other parties. Moreover, a
petty-bourgeois pattem of attitudes in the Danish society has been a
serious impediment to Social Democratic growth.
With the exception of the first decade of the 20th century, the success
of the Finnish Social Democratic Party is not comparable to the other
Scandinavian sister parties. The strong position of the Agrarian/Centre
Party has overshadowed the Social Democrats, and in spite of the
stable working class support the party has not been able to win a
hegemonic position among workers. Instead, the continuous rivalry for
working class support between the Social Democrats and the
Communists has been an impediment to Social Democratic ascendancy
in Finland.
The Parties of the Radical Left
The Scandinavian Social Democratic parties lost their grip on a section
of their natural working class constituency after the First World War.
Yet, this splinter group of Social Democrats remained quite a marginal
phenomenon in Norway and Denmark. The Swedish Communist Party,
on the other hand, was not without significance and the Finnish party
had a direct impact on the outcome of the parliamentary elections
(figure 8).
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The Danish and Swedish Communist parties were the products of coordinated applications in 1919 for membership in Comintern by an
array of left-wing radical organizations. The Norwegian Communist
Party was also to be represented in Comintern in 1923 after it had
seceded from the Labour Party. The Finnish working class was deeply
divided in the wake of the 1918 Civil War; as the Social Democrats
tried to find a basis for accommodation within the new political
structure, the red refugees from the Civil War founded the Communist
Party in Moscow in 1918. The Finnish party also joined Comintern in
1919. This decision gave the Finnish parliament a legal ground for
banning the party, and the party remained illegal until 1944, and had to
go underground for several years (Berglund & Lindstr<im 1978, 42-43;
Rokkan 1981, 70; see also Elvander 1980, 50-56).
Having been banned, the Finnish Communists masked themselves as
the Socialist Workers' Parly, which polled roughly 15 per cent of the
valid vote in 1922. The distinctive strength of the radical left in
Finland during the 1920s has been explained by the nation's geopolitical location near the Soviet Union (Elder et al. 1988, 43). The
direct and tangible sequel to the Civil War - murder, execution and
starvation to death of many "reds" - also affected the support of the
radical left. The ties with the trade unions and the strong influence on
them still contributed to the success of the radical left. The Finnish
Socialist Workers' Party was outlawed, too, in 1930, but before that it
had laid an organizational infrastructure in the industrial areas, which
was to serve as a springboard for the Communist Parly (Soikkanen
1975,407-417; Berglund & Lindstrom 1978, 42-48; Elder et al. 1988,
43-46).

Compared with Finland, the interwar Communist parties in the other
Scandinavian countries remained small and their national role was

marginal. As a rule, the Communists were weaker and frequently
without representation in the legislatures before the Second World War.
Also in the trade union movement Norwegian, Swedish and above all
the Danish Communist parties played a much smaller role than the
Communist Party in the Finnish trade union movement. Thus, with the
exception of Finland, the Social Democrats defeated the Communists in
the Scandinavian countries and reduced them to minor parties.
Yet radicalism did not emerge in Finland only. There was a brief
period of radical left-ward dominance in the Norwegian working class
movement from l9l8 onward but the majority broke with Moscow.
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For a moment, there were three parties advocating working class
interest, but by 1927 the majority Labour Party merged with the Social
Democrats to form a parliamentary group strong enough to claim the
right to govern the country (Rokkan 1981, 70).
Some scholars have based their explanation of the radicalism of the
Norwegian Labour Party on the hypothesis of rapid industrialization
(see Bull 1922, Galenson 1952, Lafferty 1971, Elvander 1980; for
further discussion e.g. Castles & Kuhnle 1981). However, the
comparisons with Denmark and Sweden have produced results that do
not support this assumption (cf. Mjoset 1986, 43; Blom 1988, 64). On
the contrary, the high propensity for radicalization in Norway and
Finland can be connected with only a partial completion of full
democratization. Thus, in Norway and Finland the electoral means to
working class reforms had been secured but this success was thwarted
by existing political arrangements. In contrast to them, in Denmark
and Sweden suffrage extension was quite a gradual process and the
completion of mass democracy was worked out by the labour
movement and the liberal parts of the bourgeoisie (Castles 1978, 19-22;
Rokkan 1981,70-71; Elder et al. 1988, 45'46).
Between the armistice in 1945 and the coup in Prague in 1948 the
Communist parties of Scandinavia were able to profit from the capital
of confidence and credibility that they had earned by participating in
the Resistance. The Communists in Denmark, Norway and Sweden
(neutral in World War II) succeeded at the expense of the Social
Democrats, and they all polled over l0 per cent, and in the Danish
case as much as 12.5 per cent, of the vote at the general elections of
1944-1945 (figure 8) .

The Finnish People's Democratic League joined the governmental
coalition of the Agrarian Party and the Social Democrats after the war,
which represented a significant change in the status of the Communists,
who before the war had been forced to go underground. This coalition
of the three major parties lasted from 1944 to 1948 (table l7). The
Communists also participated in government in the period of so-called
popular front governments, which started in 1966. This traditional type
of coalition is based on the collaboration of the Social Democrats, the
Communists and the Centre Party, plus one or more of the smaller
centrist parties. The Communists left the front in 1970, only to come
back again in 1977 (table 17; Blom 1988, 70).
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Despite the coup in Prague (1948), the Hungarian revolution (1956)
and the invasion of Czechoslovakia (1968), which possibly contributed
to the sharp decline in the popularity of Communism in central
Scandinavia, the radical left maintained its position in Finland: it got
between 20 and 23 per cent of the votes cast. The following of the
radical left in postwar Finland comprised predominantly the bluecollar workers (Alestalo 1985, 193).
However, among the four large Finnish parties (the Social Democrats,
the Centre Party, the Conservatives and the Finnish People's
Democratic League), the Finnish People's Democratic League's vote
has been the most evenly dispersed geographically. The parfy's vote
has been only marginally weaker in the outlying and less developed
northern and eastern parts of Finland than in the capital areas of the
country (see e.g. Pesonen & Siinkiaho 1979, ll5-ll7). As can be
seen, Finnish Communism shares with the Norwegian Labour Party a
rather strong rural support. The Communists have had their strongest
backing among the rural working-class people in the North and East.
ln these areas, the farmers have had to take non-farm jobs in the
winter in order to survive (Allardt & Pesonen 1967, 346-347). Thus,
the support base of Finnish Communism has been characterized by the
labels of "Industrial Communism" and "Backwoods Communism"
(Allardt 1971, 490-497).

Yet, the support of the Communist Party has diminished due to the
shrinking of the rural backwoods population during the decades of the
rapid structural change in the 1960s and 1970s. This decline of the
rural constituency also contributed to making the Communist Party
even more clearly a working-class parfy. One reason for diminishing
votes cast has been the intemal split in the party to the "EuroCommunist" majority and the "more Moscovite" minority since the
mid-1960s, and owing to this internal split the party had to withdraw
from the Government at the beginning of the 1980s (Alestalo 1986,
rr2-r20).

In Norway and Denmark, the issues of the membership in NATO and
the EEC created intemal tensions, splits and overall vote loss to the
left during the 1960s. In Denmark, the ex-communist leader Aksel
Larsen founded the Socialist People's Party in 1958. It gained over 6
per cent of the vote in its first election in 1960, and despite most
predictions, managed to become a permanent fixture in Danish politics
and a steadfast leftist challenger to Social Democracy. The party's
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success is largely due to its ability to attract former Communists, but it
has also appealed to dissatisfied younger Social Democrats
(Esping-Andersen 1985, 92-93). However, in 1968 the party itself split
on the issue of devaluation, with a dissident faction leaving to found

the Left Socialists.

The Norwegian counterpart to the Danish Socialist People's Party
originated in the ranks of the Labour Party, and it polled 2.4 per cent
of the vote cast at its first general elections in 1961. The Norwegian
Socialist People's Party's opposition to the EEC strengthened the party,
and a considerable number of the members of the Labour Parry joined
the Socialist Electoral Alliance, an umbrella organization formed
especially to fight against the EEC, of which the Socialist People's
Party was a one of the leading members. The Alliance managed to
poll a remarkable ll.2 per cent of the vote in 1973 (Elder et al. 1988,
84). The support base of the Socialist People's Parry is made up of
the urban working class and by a core of highly educated intellectuals
(Helander 1988, I 19-120).

In sum: with the exception of the support boom of the Communists in
all Scandinavian countries in the aftermath of World War II, their
electoral following remained high only in Finland. In the other three

Scandinavian countries, the Social Democrats won the hegemonic
position within the working class and reduced the Communists to
minor parties. Not until the 1960s, did a left socialist challenger to
Social Democracy emerge in Norway and Denmark.

4 The Scandinavian Power Structures: the InterLinkages between the Economic and Political
Organizations

The Scandinavian countries belong to the category of small, open
economies, and their position in the international division of labour has
been of crucial importance for their economic structures. Their main
export sectors emerged as a response to the global demand for food
and raw materials which spread from Britain in the l9th century.
Denmark has been dominated by agriculture and rather small urban
craft-based industrial companies. In Norway, too, firms have been
small though more rural and less craft-oriented than in Denmark. The
main export sectors have been shipping services and energy-intensive
production of raw materials and semi-finished goods.
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Both Finland and Sweden share this common feature: the reliance on
big capital and large organizations rather than on smaller production
units. Finland has been dominated by wood export firms, while
Sweden has a more differentiated export structure, which is based on
the wood industry and a strong iron and metal industry. Furthermore,
Sweden has the biggest and the most multinational companies in
Scandinavia.

The Scandinavian countries have been characterized by a tripolar class
structure, where there is a strong and independent class of farmers
alongside the urban bourgeoisie and the industrial working class.
Economic and political organizing in Scandinavia is based on this class
structure, and each class bloc has its representative in economy and
polity which effectively defends and advocates its interests vis-a-vis
other classes.
There are, however, some intra-Scandinavian deviations from this
general model. Finland has been the most agraian among the
Scandinavian nations and, correspondingly, the farmers have been a
much more important political actor in Finland than in the other three
Scandinavian countries. Furthermore, with the exception of the first
decade in the 20th century, the labour movement in Finland has played
a minor role compared to other countries, which is partially
conditioned by a strong Communist movement in Finland. Accordingly,
the employers have been in a comparatively strong position.
Denmark also shows variation from Rokkan's and Valen's three polar
class scheme. There the urban petty bourgeoisie and the farmers,
which have developed in a more petty-bourgeois direction than the
other Scandinavian farmers, have persisted longer. Furthermore, the
composition of the Danish working class reflects this petty-bourgeois
image of society, where skilled labour and craft workers have been
dominant. Hence, the Danish trade union movement has resisted
centralization and industrial organization, and it has remained divided
between the powerful skilled-labour unions and the unskilled-labour
unions.

In Sweden, the path of development has been more highly industrial
than in the neighbouring countries and it has been endowed with a
larger working class than the others for a considerably longer duration
of time. Accordingly, among the nations compared the Swedish Social
Democratic Party and trade union movement have been the single
strongest ones. The other side of the coin has been a marginalization

108

of urban petty bourgeoisie and farmers. Thus, with its homogenous
working class and centralized bourgeoisie Sweden fits quite well in the
picture of a marxian polarized class society.
Due to the enclave nature of the economy, a peculiar feature of the
Norwegian class structure has been the strong position of white-collar
workers, which is an exception to Rokkan's and Valen's scheme. The
position of white-collar workers has been constantly more significant
than the position of the working class in Norway, and wage earners
have, to a lesser extent, been dominated by the working class than in
Sweden and Finland.

In Norway, the preindustrial class conflicts, between centre and
periphery, have often prevailed over direct class opposition and class
politics. Moreover, in contrast to the Swedish Social Democratic
Party, which has been dominated by the working class supporters, the
Norwegian Labour Pafty has had a dual base of support. Its core
constituency has been a mixture of small farmers and fishermen from
the large peripheral areas and urban workers. This dual base, an intern
urban-rural alliance, has guaranteed solid parliamentary majorities and
an opportunity to form one party Governments for almost thirty years.
After the 1950s, the middle classes have grown as a mediating factor
between the working class and the bourgeoisie in Scandinavia, although
with a time lag in Finland. As the other three classes, the middle
classes get organized in economy and polity. The economic
organization of the middle classes is quite confused and internal
heterogeneity is apparent, but during the 1960s and 1970s organizations
have consolidated and became more clear-cut. In particular, in Sweden
and Finland lower and upper middle class organizations are
consolidated and powerful, and industrial unionism dominates. On the
contrary, in Denmark and Norway craft associations are more typical
and in Norway the middle classes have joined the LO in large numbers
or belong to unions which are outside of the national central
organizations.

A similar

symbiosis has not evolved between the middle-class
economic organizations and the Social Democratic parties, as in the
case of working class organizations and the Social Democratic parties.
This is because both lower and upper middle classes are politically
diversified in Scandinavia. However, there are some links between
middle-class unions and political parties. Compared with the other
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middle-class organizations, the central unions for academics have closer
links to the right-wing parties in all countries.

The linkage between social class and economic and political
organization in Scandinavia can be presented by a table, which
includes a macro-sociological version of the major political actors and
their socio-economic bases in each country compared.

Table 18. Social Structure and Interest Articulation in Scandinavia
Denmark
Socio-

economic
class

o/o

of economi- Major representative

callyactive
population
in the early

labourmarket/economic
organization

Major political
party

1970s

Farmers

Working
Class

Lower Middle
Class

20*

Central Union of Large

Conservative People's

National Farmers' Union,
Smallholders' Union

Agrarian Liberals,

Farmers,

of

40

Danish Federation
Trade Unions

18

Danish Central Organization of Salaried
Employees,

Party,

Radical Liberals

Social Democrats,
Socialist People's
Party

No clear party
representation

Danish Confederation
of Foremen and
Technical Employees

Upper Middle

Class

12

Urban
Petty

Bourgeoisie
Business

Corporations,
Larger
Employers

8

Federation of Danish
Professional Associations

Conservative
People's Party

of small-scale industry

Several associations

Conservative
People's Party

Danish Employers'
Confederation

Conservative
People's Party

and commerce

* Figures are based on sample (1000), and the proportion of farmers in the
sample is too high.
Source: Pontinen

& Uusitalo 1974,24, table l.
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Finland
Socioeconomlc
class

o/o

of economi- Major representative

callyactive
population
in the early

labourmarket/economic
organization

Major political
party

1970s

Farmers

Working
Class

Lower Middle

Central Union

Agricultural Producers

Centre Party

45

Central Organization of
Finnish Trade Unions

Social Democrats,
Communists

l8

Class

Upper Middle

Class

of

2t

8

Finnish Confederation of No clear party
representation
Salaried Employees,
Confederation of Technical
Employees' Organizations
in Finland
Cenhal Organization of
Professional Associations
in Finland
Several associations

Urban
Petry

Bourgeoisie

5

small-scale industry
and commerce

of

Finnish Employers'

Business

Confederation,

Corporations,
Larger
Employers

Finnish Confederation of
Commerce Employers

Source: Printinen

Agraian/

National
Coalition
Parfy

National
Coalition
Party

National
Coalition
Party

& Uusitalo 1974,24, table I

Norway
Socioeconomlc
class

o%

of economi- Major representative

callyactive
population
in the early

labourmarket/economic
organization

Major political
Party

1970s

Farmers

Working
Class

Lower Middle
Class

12

36
22

National Farmers'

Union,
Smallholders' Union
Norwegian Federation
of Trade Unions
Confederation of
Vocational Unions,
Norwegian Federation
of Trade Unions,
many yellow unions

Agrarian/Centre

Prrty,

Labour Party
Labour Party

No clear parly
representation

lll

Upper Middle

Class

20*

Federation of Norwegian fught
Professional Associations,
Norwegian Teachers'
Association, many yellow

unlons

Urban
Petty
Bourgeoisie

7

of

Corporations,
Larger
Employers

Right

industry and commerce
Norwegian Employers'
Confederation

Business

*

Several
associations
small-scale

Right

Based on the sample (1005), and the share of upper middle class is too high.

Source: Pontinen

& Uusitalo 1974,24, table l.

Sweden
Socio-

economic

class

o/o

of economi- Major representative

callyactive
population
in the early

Major political

labourmarket/economic
organization

parfy

National Farmers'
Union

Agrarian/Centre
Party

1970s

Farmers

Working
Class

Lower Middle
Class

Upper Middle
Class

5

of Trade Unions

Social Democrats

24

Swedish Central
Organization of
Salaried Employees

No clear party

lg*

Central Organization
of Swedish Professional
Workers

Moderate Unity
Parfy

Several
associations

Moderate Unity

Urban
Petty

Bourgeoisie

Business
Corporations,

Larger
Employers

*

Swedish Federation

43

8

of

small-scale industry
and commerce
Swedish Employers'
Confederation

representation

Parry

Moderate Unity
Party

The share of upper middle class is too high in the sample (1005).

Source: Ptintinen

& Uusitalo 1974,24, table l.
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Tables emphasize social classes as social structures and intentional
social actors. Firstly, they help to understand the hypotheses of earlier
studies presented in the next section, which studies, more or less, focus
on a particular class or class coalitions included in the tables. The
major questions are, which class forces and class configurations are
emphasized when interpreting pension policy in Scandinavia.
Secondly, the studies reviewed in the next section are usually quite
sensitive to country-specific factors in their interpretations, which in
turn emphasizes the importance of detailed comparison of the
Scandinavian countries made in this section.
Furthermore, the tables are used as the frame of reference when we
study the standpoint of the major political parties and economic
organizations on pension policy in postwar Scandinavia (section 3).
More specifically, we can ask what particular effect on the
Scandinavian postwar pension policy had:

agrarian and employers' influence in Finland
petty bourgeois influence in Denmark
working class influence in Sweden
small working class and preindustrial urban-rural alliance in
Norway?

Or was pension policy instead more related to the common
characteristics of the tripolar class structure of these Scandinavian
societies?
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SECTION 2:
I{YPOTHBSBS AND RESEARCH
PROBLEMS
This section defines our research questions more closely. Chapter 1
reviews the interpretations and results of earlier studies on
Scandinavian pension policy. In other words, it looks over what kind
of determinants of pension policy there are. Chapter 2 conceives
pension policy in a more conceptual fashion. It conceptualizes pension
schemes as a three-dimensional space, and points out the similarities
and differences of the Scandinavian statutory pension schemes in these
dimensions. Finally, it asks how these characteristics are related to the
similarities and differences between the Scandinavian class and political
organizations, pointed out by section I and earlier studies.

Chapter 1:
Earlier Efforts to Interpret Scandinavian
Pension Policy
The objective of this review of earlier studies on pension policy is not
to accumulate all possible data that happens to turn up, but to monitor
and explicate what kind of general theoretical perspectives and
interpretations have been put forward in these studies. The studies
may emphasize several explanatory factors at the same time, and it
should be underlined that the aim is not so much to classiff on this
basis but to see what kind of determinants

policy there

of Scandinavian pension

are.

Firstly, earlier studies help locate this study to broader perspectives on
welfare states and make its formulations more precise in relation to
other studies on the subject. Secondly, earlier studies, in a way, relate
the results of the previous comparison of social and political structures
to pension policy making in Scandinavia. They speciff the picture of
the role of economic and political organizations in pension policy, this
both nationally and comparatively speaking. Finally, the review of
earlier studies points out what kind of perspectives have been the
inspirers - in the positive or negative sense - of this study.
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The studies that have analysed the creation and development of the
Scandinavian pension schemes have, with few exceptions, seldom
studied the pension systems per se but their role as a part of the larger
growth of the welfare states in Scandinavia. Hence, general theoretical
perspectives utilized to explain the differences in welfare state
development across countries have been applied in most of these
studies, and the interpretations of historical processes have been
generated by these more general theoretical perspectives.
However, most of the studies pay attention to the effects of social
structure and politics as well as to earlier institutional arrangements
and leave aside interpretations focusing on purely economic or
demographic determinants. This is not because these factors are
unimportant, but because their impact is assumed to be felt in the
conjunction with other socio-economic factors or to be mediated by
structural, institutional and political factors. Furthermore, more detailed
historical data seem to prefer approaches that stress the intentional
strategy of social actors and the inheritance of previous social policy
arrangements (cf. Salminen 1987, 3l-32; Kangas 1991, 137-139).

I Determination of the Welfare State: Theories and
Interpretations

The general theories on the welfare state are interconnected and
overlapping in the sense that new schools emerge as reactions to
previous streams of theorizing. Nevertheless, different perspectives
clearly put different weights on the determinants of the welfare state,
and the perspectives can be grouped into categories according to the
basic logic of their argument. We suggest that the theoretical
perspectives can be grouped into four major categories: structuralfunctional, political, structural-political and institutionalist. It should
be noted that, in reality, there may be a proper balance of explanations,
or some explanations may be stronger in some countries than in others,
in some time periods stronger than in others.
Some students of the welfare state suggest structural-functional
explanations, emphasizing the necessary structural determinants of
welfare states. The welfare state is seen as a functional response to
some basic changes in society, be they industrialism, capitalism or
modernization (e.g. Kerr et al. 1964; Wilensky & Lebeaux 1965;
Mtiller & Neusilss 1978; Hansson 1978; Pilegird Jensen 1979; Flora

&
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Heidenheimer 1984). These accounts are not, however, very sensitive
to variations and to the "characteristic uniqueness" of social reality.
Additionally, due to their ahistorical argument they cannot very well
speciff the causal mechanism by which welfare programmes get
enacted.

Political perspectives emphasize the primacy of political decisionmaking and explain the growth of the welfare state by focusing on
political processes, sometimes even on the role of individuals like
Bismarck or Beveridge (e.9. Truman 1951; Goldthorpe 1964; Dahl
1967; Olson 1965;1982). These perspectives have a certain "action
engagement" built in their basic logic of argument, and they have often
been utilized in historical case study designs, which consider policy
formation as a flow of events and actions over time, moving towards a
point of decision. This kind of studies has been criticized for not
being sensitive enough to structural circumstances under which social
reforms emerge.
For the structural-political approach the class structure is the most
important generator and constraint of welfare state development. It
focuses on the interplay of class structure and political action, and
typically sees the welfare state as an outcome of a more or less
peaceful struggle between the social classes and their organizations in
politics and in the labour market (e.g. Stephens 1979; Korpi 1983;
Esping-Andersen 1980; 1985; see also Uusitalo 1984). This
perspective has been somewhat one-sided, focusing only on one class
actor, the working class organizations, but recently a more
multifactorial understanding of welfare state growth has developed,
which focuses the impact of class coalitions on the making of the
welfare state (e.g. Baldwin 1990).
The institutionalist perspective on the welfare state puts primacy on
institutions, the State in most cases, as actors and networks in its
explanation of welfare state growth (e.g. Heclo 1974; Skocpol 1985;
Orloff 1985; Skocpol & Weir 1985; Katzenstein 1985; Stryker 1990).
Furthermore, it emphasizes the effect of conjunctional historical
situations, and regards social reforms as products of political learning
over time, about institutional structure and policy inheritance. Its
abdication from systematic theorizing and its non- class interpretation
of social change have been regarded as the weaknesses of this
perspective. The latter point indicates that differences in welfare states
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are not explained vis-a-vis the nature and strength
interests.

of organized class

From a comparative, international perspective the Scandinavian nations
are seen to form a convergent cluster among the advanced capitalist
democracies with respect to their type of welfare state (cf. EspingAndersen & Korpi 1987; Esping-Andersen 1990,69-77; Bruun 1990 et
al., 17-19). Hence, we start our review with the studies anchored in a
structural-political perspective focusing on the explanatory factor,
which is considered to be a Scandinavian peculiarity from a
comparative perspective: the studies emphasizing the role of Social
Democracy.

However, from an intra-Scandinavian standpoint important variations
have been observed between the Scandinavian nations (Mjoset 1986;
Alestalo & Kuhnle 1987; Korpi & Esping-Andersen 1987; Kosonen
1987; Bruun 1990 et al.). Thus, from the pure Social Democratic
hypothesis, we move to the structural-political interpretations that are
both commentary to the Social Democratic one and more sensitive to
country-specific factors. Finally, in contrast to the aforementioned
interpretations that are anchored in the structural-political framework,
we review studies that give interpretations anchored in alternative
explanations of the welfare state, i.e., the political and the institutional
frameworks.

1.1 The Impact of Social DemocracY
The role of Social Democracy that has been the central theme in the
mainstream of structural-political studies is emphasized by Korpi 1978,
1983, Stephens 1979 and Esping-Andersen & Korpi 1987 when they
discuss pension policy. Both Korpi and Stephens put the emphasis on
the strategy of Social Democracy when they explain economic and
social policy in Sweden. In the 1930s, the main interest of Social
Democracy was to increase the level of public consumption, and social
policy measures like national pensions were accommodated to respond
to the needs of low income groups, i.e., workers and small farmers
(Korpi 1978, 80-86; Stephens 1979,128-140).
During the 1950s, the tactics of Social Democracy changed and interest
in the distribution of economic power in the Swedish society was
growing. Consequently, when the supplementary pension scheme was
taking shape, it was seen from the Social Democratic perspective not

tt'7

only as a reform of social justice but a reform having implications for
the distribution of control in a capitalist society (Korpi 1978, 88-90;
Stephens 1979, 178-180). Moreover, it strengthened the position of the
Social Democrats among white-collar workers, and contributed to
moving the frontier of party conflicts in Swedish politics to the left (cf.
Korpi 1983, 199-200).
According to Esping-Andersen and Korpi (1987), the Scandinavran
Social Democrats had no direct political influence during the close of
the nineteenth century, but they, nevertheless, formulated their own
concept of social policy that later came to characterize Social
Democratic reforms. In the first instance, the concept of social rights
instead of poor relief and ideology of insurance, and in the second
instance, the principle of solidary and universal social protection
(Esping-Andersen & Korpi 1987, 44-45).
Esping-Andersen and Korpi claim that Social Democrats laid the
cornerstones of the so-called Scandinavian model of social policy

during the postwar period. The hallmarks of the Social Democratic
model is the comprehensive, institutionalized and universalist nature of
social legislation. In the postwar construction of this model, the
Swedish Social Democrats played an avant-garde role, and the
construction of the model took place in two stages. The first stage
introduced unified, noncontributory and universal social protection
prograrnmes based on flat-rate benefits. In the second stage, during the
1960s, the Scandinavian countries put emphasis on earnings-related
benefits and adequacy (Esping-Andersen & Korpi 1987,46-49).
Concerning pension reforms in the first stage, Esping-Andersen and
Korpi present the following interpretation. Sweden led the reform
wave by its universal flat-rate and noncontributory pensions in 1948.
The other three Scandinavian countries, Denmark, Norway and Finland,
copied the model in the mid-1950s. This type of pension scheme is
seen to mean a victory of Social Democracy over both the old form of
assistance and the insurance system favoured by the bourgeois parties.
However, in the Danish case the Social Democratic victory was only
partial, because the flat-rate pensions were coupled with strong tax
incentives to private pension savings plans (Esping-Andersen & Korpi
1987, 49). Thus, the interpretation of these two scholars underlines the
pioneering role of the Swedish Social Democrats and how their policy
reformulations spread and diffused to the other nations in Scandinavia.
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In the second stage of postwar welfare state development, the
introduction of earnings-related pensions played a vital role. The
Social Democratic reforms of flat-rate pensions emphasized solidarity
and ideal of social rights, but the flat-rate system alone was viewed
problematic by the labour movements. These systems gave rise to
private schemes, and benefits were many times inadequate. The
Scandinavian Social Democrats began to demand earnings-related
pensions added on top of flat-rate pensions, in order to put workers
and disadvantaged $oups on a par with the more privileged civil
servants and private-salaried employees (Esping-Andersen & Korpi
1987,52-53).

As in the case of national pension reforms, Esping-Andersen and Korpi
consider the working class mobilization in Sweden strong enough to
achieve its objectives: solidarity and a publicly controlled
supplementary pension scheme. The effects of the Social Democratic
pension scheme spread to the other Scandinavian nations, of which
Norway was the most successful in legislating a similar scheme quite
consensually. The Finnish Social Democracy had to make concessions
to the bourgeois front but was, nevertheless, able to adopt such a
scheme with certain modifications. Only for the Danish Social
Democracy was

it

a failure.

1.2 The Impact of Other Class Actors
As was mentioned, there are several studies that are anchored in the
structural-political framework but that imply that instead of focusing on
one class actor only, Social Democracy, the organized polity should be
conceived in terms of other class forces, too. Thus, in the following,
attention will be paid to the studies that focus on the impact of class
coalitions and the internal differentiation of the working class, the
impact of the Agrarian parties, and the impact of the
Conservatives and emploYers.
Among the major part of studies pointing to other class forces, the
focus is still on the working class movement; more specifically, on the
working class movement,s capacity to forge political alliances with
other class forces. The making of the welfare state in Scandinavia is
regarded as a project of cross-class coalitions, where the working class
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movement plays a leading role4. During the interwar period in
Scandinavia, the problem of old age is seen as a minimum subsistence
to the working class and smallholding farming population. The political
alliances in the pension policy making are seen as being based on
political representatives of these classes, i.e., the red-green coalition
between the Social Democratic parties and the Agrarian parties.

During the postwar period, the problem of supplementary pensions for
blue-collar and white-collar workers is brought into focus. In the
1950s and 1960s, all previous political alliances are terminated, and all
political parties begin to compete for the votes of a growing
white-collar electorate. By the supplementary pension reform the
Scandinavian Social Democrats aimed at creating a homogeneous
pension interest between old and new wage earners, and built up a new
political coalition between the working class and the middle classes.
Thus, supplementary pensions indicate a move from the "people's
home" model towards a new "middle class" model of social foHcys
(cf. Rasmussen 1985; Esping-Andersen 1989).
_

Yet, as Esping-Andersen (1985) and Nordheim Nielsen (1990) display,
this change of tactics by means of the supplementary pension reform
succeeded differently in each Scandinavian country. In Sweden, the
supplementary pension scheme was one principal source of Social
Democracy's continued power advantage, but this achievement was
never fully replicated by other Scandinavian Social Democrats. In
Norway, the reform was neutral to Social Democracy, because the
party was not able to benefit from it electorally.

In Denmark, it was a failure because it provoked a unification of the
bourgeois parties and not of Social Democracy. In Finland, it was not
very beneficial to Social Democracy because of the important
concessions made to employers and Conservatives (Esping-Andersen
1985, 163-164; Nordheim Nielsen 1990, 19-37).

4

See Otte et al. 1977; Esping-Andersen 1980, 1985, 1989; Rasmussen 1985;
Therborn 1986; Alestalo & Kuhnle 1987; Nordheim Nielsen 1990; Olsson 1990.

'

I, i, interesting that Therborn (1986), who usually regards that "the Social
Democratic model" neglects other class actors, refutes this middle class interpretation
supplementary pensions, and considers that the reform should be viewed from a pure

working class approach.

of
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Often the studies that have enlarged the Social Democratic thests
towards more class-coalitional arguments have indicated that the
relation between working class mobilization and a statist solution

to social security is not linear but varies according to national
context. Esping-Andersen (1985) displays that a factor which effects
the structure of pension provision is the relative access to power of the
two core components of the working class: skilled craft workers as
opposed to unskilled industrial workers. Because the working class
movement in Sweden and Norway was based more on industrial
unionism than in Denmark, Social Democracy in these two countries
was able to promote universal schemes featuring equal benefits and
progressive finance.

in Denmark, where nalrower craft interests maintained control
and horizontal craft-based unionism dominated, pension provisions
were more circumscribed. Thus, the ideals of private solutions and
self-reliance that were typical of crafts workers came to prevail to such
a degree that jealousy between the haves and have-nots quickly
surfaced when Danish Social Democracy tried to implement a unified
and solidary social policy (Esping-Andersen 1985, 149-155).

Whereas

As Esping-Andersen, Kangas and Palme (1989) also emphasize
variations of policy choices of Scandinavian Social Democracy.
According to them, the making of Scandinavian statutory pension
schemes shows that the labour parties have not in each instance striven
for direct State control over the pension schemes. In Sweden, and to
some extent in Denmark, Social Democracy aimed at what can be
called a purely "public" scheme. In Norway the labour movement at
first preferred a collective pension scheme, but later changed its mind
in favour of a Swedish solution. The choice of Finnish Social
Democracy was different: a fully legislated but decentralized
programme organized through private insurance companies (Kangas &
Palme 1989, l7-18).
What these different policy choices indicate is that the relationship
between the labour movement and the State is a historical and varying
factor and it has a crucial explanatory power for different types of
pension system designs adopted in Scandinavia. Thus, the working
class mobilization hypothesis can be reformulated as follows: a) if the
labour parties are able to control the political arena and the State, then
the distributive conflict is resolved through State social security
measures b) if the labour parties are not strong enough to control
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politics and the State, then the distributive conflict is expected to be
resolved through labour market arrangements (cf. Kangas & Palme
1989, 18-19).

Also Staffan Marklund's (1982\ interpretation of pension policy in
Scandinavia can be seen as a modification of the working class
mobilization approach towards a more class-coalitional approach that
implies pension security as an outcome of the unification of internal
splits within the labour movement and the growth of the middle classes
and their organizations. He points out that State supplementary
pensions were not possible in Sweden as long as there was a division
within the labour movement over the question of voluntary
co-operative sickness and pension funds. Large sections of the trade
union movement and Social Democracy wanted to preserve these
funds.

Yet, though the funds were politically and socially important they were
too limited for coverage to give the working class substantial
protection. Another demarcation line in the labour movement went
between the unions of poorly paid workers and well-paid workers. The
poorly paid workers' unions sponsored a comprehensive State
organized pension system with flat-rate benefits, whereas better paid
workers' unions preferred a system with individual fees and higher
benefits, excluding poorly paid workers and people outside of the
labour force. The social forces outside of the labour movement
intervened in this conflict, too. Women's organizations and smallscale farmers preferred a State flat-rate model too, while organized
white-collar workers supported the better-off workers within the LO
(Marklund 1982, 62-68).

As a consequence, Sweden had throughout the period between 1932
and 1955 a universal but rudimentary old-age pension scheme for poor
people and a working class dominated voluntary fund based system for
blue-collar workers and lower white-collar workers. After the early
1950s the divisions in the labour movement began to disappear, while
some trade unions expressed doubts about supplementary pensions or
State pensions in general during the debate on supplementary pensions.
The unification of the trade union movement behind a State
supplementary pension scheme was possible because of the strong shift
of power from the union branches to the central bodies of the LO that

took place throughout the 1940s.
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The general implication of this was that the big unions as the metal
workers' union dominated the central LO. These big unions were at
the same time unions that were in favour of the comprehensive
earnings-related pension system. As a consequence, a State
supplementary pension scheme was created in the late 1950s, which
contained earnings-related benefits and the organizational basis of
which were the funds. Yet, their independence and freedom was
strictly regulated by the State and their character as social movements
was definitely destroyed (Marklund 1982, 68).

Marklund pinpoints other two factors that made the supplementary
pensions possible. The first was the extraordinary rapid structural
change of Sweden in the postwar period: the decline in family
farming and the growth of the urban working class and of the public
and private employees. The second factor is connected with the first:
increasing unionism among white-collar workers. This process also
included contacts between the TCO and the LO and also a general
tendency of lower white-collar workers to support the Social
Democrats.

The dual process of economic and political proletarianization of the
lower middle classes came to be important because it forced the
pension system to take their special interests into account. Furthermore,
it obliged the Social Democratic Party to change its image from a
workers' party to a salarist parfy for all wage and salary earners in the
early 1950s. Thus, the supplementary pension scheme was formulated,
covering the majority of the population and not only the working class
(Marklund 1982, 7 l-72).

As Sweden, Denmark had also initially universal low State pensions
alongside co-operative funds mainly for blue-collar workers. In both
countries, the long historical change was a gradual transformation of
independent co-operative funds into a State system of
employment-related pensions on top of a basic pension originating in
the early low State pensions. In Denmark, too, this slow
transformation included conflicts both within the labour movement and

between the labour movement and the powerful farming interest' The
retardation of the process is realized, when it is noted that up to 1970
the Danish pension system was based on the old pension act of 1894,
even though later amendments had been made (Marklund 1982, 94-95).

Two country comparisons and some national case studies also
strengthen the fact that the investigator of pension policy should take
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the internal division of working class movement and variation of its
mobilization strategy into account. In his case analysis of Danish
pension policy, Vesters Jensen (1985) evaluates whether pension
reforms in Denmark had a uniffing effect on wage earners or whether
they did split wage earners apart. The national pension decision of
1956 was a success for Danish Social Democracy, because it ensured
unconditional benefits without means tests and stigma.

In contrast, the

case of earnings-related pensions was a disaster to
Democracy,
Social
because the party was not able to create
homogenous pension interests between different categories of wage
earners, and hence the divisive potential in the Danish working class
was accentuated (Vestero Jensen 1985, 123-154\.

Hagen and Hippe (1989) point out the hesitation of the Norwegian
Labour Party to flat-rate national pensions. The bourgeois parties were
more inclined towards this reform than the Labour Parfy, which
preferred other social policy improvements. The bourgeois parties saw
flat-rate pensions as a question of social justice, because people, i.e.,
higher income earners, who had paid for their pensions should also
have a social right to receive one.
The labour movement was divided on the matter, because the
Norwegian LO had a positive attitude to flat-rate pensions. It
considered that the drop of income testing would open the door to
bargained pension security. Thus, the Labour Party was under twofold
pressure from the bourgeois parties and the LO, and the party
compromised over the issue in Storting in 1957 (Hagen & Hippe 1989,
18-20). As the analysis shows, Norwegian Social Democracy accepted
pensions as a civil right only after a few years pressure from the side
of the bourgeois parties and the LO.

Similarly, in their analysis of collective pension schemes in Norway,
Jon Hippe and Axel Pedersen (1988) point out that the Norwegian
trade union movement and Social Democracy were quite reluctant to
adopt an idea of a State-organized supplementary pension scheme in
the early 1960s. On the contrary, the trade unions and Social
Democrats emphasized in their strategy collective pension arrangements
as solutions to the wage eamers' pension issue.
However, the problems of collective arrangements were that coverage
was limited and the pension level was meager compared to that of the
civil servants. After the crisis in domestic politics, the Kings Bay
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mine accident, and the Liberal Party's statutory supplementary pension
proposal, the Labour Party took the lead in the pension issue and opted
for a statutory solution to it (Hippe & Pedersen 1988, 33-35). The
analysis of Hippe and Pedersen displays that the relation of State
pension provision and working class mobilization is not always one to
one, and the path to State pension schemes can take its own specific
course in each national context.
The divisions and splits within the working class organizations has
been highlighted in the Finnish case, too. These studies (Alestalo,
Flora & Uusitalo 1985; Alestalo & Uusitalo 1986; Salminen 1987) pay
attention to the, comparatively speaking, strong split within the Finnish
political left, the division into Social Democrats and Communists, and
its consequences for general welfare and pension policy. Communists
have often oscillated between the pension reform proposal of the Social
Democrats and those of the Agrarian Party. This has depended on the
structure of the party's constituency. The Communists have drawn
their votes from two quite different social categories: from the poor
agraian hinterlands and from the industrial workers in urban areas.
Especially in the 1950s and early 1960s, the rural component was
stressed and the Communists often joined the position of the Agrarian
Parly in pension policy.

As in Norway, the relation of working class mobilization and Stateorganized pension security has not been one to one in Finland. Finnish
Social Democracy has favoured private organizations of supplementary
pensions and opposed State interference with the pension schemes,
because a solution involving the State was seen as promoting the
political aims of the Agrarian Parfy, which during the 1950s and 1960s
had a strong grasp over the State machinery in Finland. The other part
of the split left, the Communists, have for the sake of tighter ideology
been averse to private supplementary pensions and demanded a
State-organized supplementary pension scheme (Salminen 1987,
191-193).

of cross-class coalitions and split working class
movement, the impact of the Agrarian parties has been put
forward as a complementary hypothesis to the "Social Democratic
model". Jsrn Henrik Petersen (1985, 29-46 and 1990, 69-91) claims
that many features of the first national pension act in Denmark can be
understood in terms of strong agrarian interest goups' He shows that,
contrary to the analyses that have emphasized the effects of
Besides the role
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industrialization on social security, the first pension scheme in
Denmark finds its roots in agricultural conditions and farmers'
demands for improved conditions of life in the countryside during the

agricultural crisis of the 1880s.

Farmers were able to enforce their demands because of the constitution
struggle caused by the unwillingness of the Conservatives to grant the
Liberals (the farmers' party) representation in Government.
Consequently, the Pension Act of 1891 was tailored to meet the needs
and interests of farmers. Petersen points out that the solution adopted
in 1891 anticipated what was later termed "the Danish model of
old-age pensions". Irrespective of the debate on insurance principle
versus tax-financed pensions emerging many times in Danish history,
the farmers' viewpoint adopted in the first pension act has dominated
Danish thinking on old-age pensions up to present days (Petersen 1990,
8 l -8s).
Peter Baldwin (1990) views the origin of the Danish and Swedish
pension acts from a similar standpoint as Petersen. Baldwin rejects the
pioneering role of Social Democracy in the reforms and claims that
universalism and tax financing of early pension schemes were a result
of narrow interest disputes fought out between the rising class of
farmers and the entrenched bureaucratic urban elites (Baldwin 1990,
ss-e4).

In both Sweden and Denmark, early pension schemes were born during
the breakthrough of democratic mass politics and the coming to the
power of farmers and peasants. The constitutional battle between
urban elites and farmers was related to pension policy reforms, and
these reforms were coloured by the strengthened power of farmers and
their organizations. The Danish universal and tax-financed pension of
l89l was a result of the farmers' desire to improve their conditions
through social measures during the rural crisis.

In

Sweden, matters took a little different course. The Swedish strong
and centralized bureaucracy was initially capable of formulating
pension reform in accordance with Bismarckian contributory insurance.
However, while powerful State officials were able to formulate the
reform in isolation, they could not pass and implement measures that
ignored the wishes of important farmers' interests. Thus, the universal
and mainly tax-financed pension scheme of l9l3 was heavily biased by
farmers (Baldwin 1990, 55-94).
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The role of the Agrarian parties in Scandinavia was salient during the
interwar period, too, when they were able to imprint their fingerprints
on the national pension schemes as the other partner in red-green
coalitions. Especially, the flat-rate national pensions have been regarded
as a hallmark of the Agrarian parties (cf. Kangas & Palme 1989,9-12).
Consistently, the strong position of the Agrarian Parry in the making of
the Finnish national pension scheme, as in the making of the child
allowance and sickness insurance prograrnmes, too, has been pointed
by several studies (Alestalo, Flora & Uusitalo 1985; Alestalo &
Uusitalo 1986; Salminen 1987; Kangas 1988).

For instance, the flat-rate national pensions adopted in 1956 have been
interpreted as a victory for the Agrarian Parfy. Later the Finnish
pension schemes, the national pension scheme and supplementary
pension scheme, have been developed as horse trades between the
Agrarian/Centre Party and the Social Democrats. Typically, pension
reforms have been carried out as package deals, in that the national
pension scheme and the supplementary pension scheme have been
reformed simultaneously. The Agrarian/Centre Parly wanted to
strengthen the national pension scheme, and the Social Democrats the
supplementary pension scheme (Salminen 1987,191-192). Thus, the
strong position of the Agrarian/Centre Party is an important cause
behind the establishment and development of the national pension
scheme in Finland.

In addition to the Agrarian parties, the role of the Conservatives and
the employers has been considered crucial in the making of
pension policy. According to Francis Castle's (1978, 1982)
well-known argument, only rightist political control is inimical to
extensive welfare provision. Logically, generous pension provision is
expected to be an outcome when the political right is weak and
scattered. Yet, Stein Kuhnle (1983, 75-76) puts forward an opposite
argument according to which public welfare provision is not
inconsistent with the Conservative policy. On the contrary, in the

Norwegian case, the so-called Joint Programme of 1945 and the
implementation of the National Insurance Scheme in 1966 can be seen
as examples of the inclination of the political right towards social
security improvements.

Similarly, Jon Epland (1987, 120-123), in his comparative study on
welfare state expansion and Conservative parties in Norway and
Sweden, shows how both conservative parties advocated universal
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unconditional national pensions, although this meant an expansion of
public expenditures. Unconditional benefits were seen as promoting
the willingness of the elderly to work and increase private saving and
as being beneficial to high income brackets, which were excluded from
the pension schemes conditional to income. Also in the case of
earnings-related pensions in Norway, the Conservative Patty, contrary
to its Swedish sister party, did not reject the reform but tried to design
its fund raising to correspond to a bourgeois standpoint.
Peter Baldwin (1990, 134-146) also emphasizes the role of the
Conservative Party when he studies the abolition of income testing of
national pensions in postwar Sweden. Baldwin is not willing to give
the honour of the abolition of income testing to the Social Democrats
but insists that the Swedish Conservatives took the initiative to the
universalist pension reform because it was the party's constituents, the

middle classes, who gained most from dropping income testing of

national pensions.

Thus, universalism, i.e., flat-rate benefits, was not prompted by
working class mobilization but by the short-term interests of the middle
classes which stood to lose by being excluded from income- tested
national pensions. Therborn (1986) too, gives some support to this
argument. Swedish Social Democracy, an heir of old propertied
peasantry, adhered to the line of wide but not universal coverage in
welfare measures during the 1930s and 1940s. Hence, it was the
Conservatives who stood for the universalism of the national pension
decision of 1946 (Therborn 1986,52-54).
Sven E. Olsson (1990) rejects the interpretation that the Swedish
Conservative Party should be credited for being a spokesman for
universalism in Sweden. He claims that the 1946 reform should be
seen in the context of the rural structure of Sweden at that time and
emphasizes the Agrarian interest in the reform process. Further,
according to Olsson, the drop of income testing in national pensions
should be seen against the background of all social policy issues in the
agenda in the 1940s, in each case the leading Social Democratic expert
on social policy, Gustav Mtiller, advocated in favour of flat-rate
benefits. Therefore, the argument is that it was the old class alliance
between workers and small farmers that left its imprint on all social
and pension policy reforms during the mid-1940s (cf. Olsson 1990,

l0s-107).
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It seems that one cause of this disagreement is connected with the
inaccurate way in which Baldwin uses the notion of the middle classes.

It is not clear

whether he refers to the farmers or to the upper and
lower middle classes. Many other studies, including Baldwin's own
interpretation of the origins of the first pension acts in Sweden and
Denmark, indicate that especially the farmers and their advocates have
been responsible for universal social policy arrangements in
Scandinavia.

In Finnish pension policy, too, several analysts have indicated the
impact of the employers and the Conservatives (Alestalo, Flora &
Uusitalo 1985,208-209; Salminen 1987, 188-189; Kangas 1988,
32-34). The political left in Finland has been historically more divided
than in Sweden and Norway, and Finnish capital almost as centralized
as Swedish, and as a consequence the employers have been in a
comparatively strong position. As an indication of this strong position,
the organizational design of the Finnish supplementary pension
schemes was decided by the employers' organization. The scheme was
organized through private insurance companies and funds, and a
centralized State-organized pension scheme was rejected.
In fact, it has been claimed that the Finnish employers achieved the
objectives of pension policy that the Swedish employers aimed for in
the Swedish supplementary pension dispute. In other words, they
succeeded in keeping the financing and organization of supplementary
pensions in their hands. Thus, it seems that employers' interests were
mainly concentrated in the "informal" dimensions of the pension
system, i.e., administration and financing. This speaks in favour of a
more nuanced and analytical study of the notion of the pension
scheme, i.e., "the dependent variable" of pension policy analysis.

1..3

Alternative Interpretations

In addition to the impact of broad class forces, there are explanations

which are not drawn from the structural-political framework but from
the other general approaches to the welfare state. In particular, the
arguments of the political and institutional frameworks are relevant in
the context of Scandinavian pension policy. We start with the
interpretations that have underlined the impact of political factors on
pension policy making.
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Especially, some Norwegian analysts have claimed that the making of
pension policy has taken place consensually, without any strong
conflicts. These scholars (Kuhnle 1983, 1986 and Seip 1981) have
emphasized a broad political consent behind the making of the pension
systems in Norway. Particularly, the Norwegian Social Insurance
Scheme (Folketrygden) is considered to be an expression of large
political consensus. Per Arnt Pettersen (1987, 184-185) names the
Standing Committee of Social Affairs in the Norwegian parliament as
an organ which has promoted political consent in postwar Norwegian
social policy. Its role as a compromise institution was important too,
when the income testing of national pensions was dropped in
1954-1956.

From the standpoint of the structural-political framework, this argument
about a broad party political consensus has a strong theoretical interest
because it challenges the assumption that the welfare state has emerged
from the struggle of social classes and political parties (cf. Alestalo,
Flora & Uusitalo 1985).
The role of political factors has been found salient in Danish pension
policy, too. According to Norby Johansen (1986, 350-354) pensions
and their growth can be interpreted as by-products of party competitive
policy making. Pensions like other income maintenance programmes
are regarded as suitable for parly political, centralized decision-making,
and the logic of party political competition leads to extensions of
pension entitlement and benefits. Norby Johansen claims that in spite
of an adverse style in rhetoric and party manifestations, the Danish
party system forces the political parties to adopt a coalescent behaviour
in pension policy making which is characterized by an extensive
bargaining process.
Thus, the general social and pension security legislation in Denmark is
marked by a wide-spread consensus, or at least a "broad agreement"
between the four old parties, the Conservatives, the Agrarian Liberals,
the Radical Liberals, and the Social Democrats. These agreements
typically take the form of a package deal, which is based on the logic
of political exchange where political parties bring in different
ideological beliefs and interests. Hence, the package deals lead to a
contradictory character of pension provision, which is manifested in a
dualism between flat-rate national pensions and private tax supported
pensions (Norby Johansen 1986, 354-357).
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In his study of the Finnish pension schemes, Niemelii (1988) interprets
the evolution of national pensions in Finland. His mode of analysis is

historical, which explains the decision-making on national pensions in
terms of the contextually specific, the particular or the unique. Thus,
a pension policy decision is a unique event that has to be understood
in conjunction with other events at that same historical situation.
Because of this holism, a historical explanation like Niemelii's study
does not emphasize any particular factor.

Yet, an interesting claim of the study is that the core decisions on the
Finnish pension schemes during this century have taken in the spirit of
national integration. This ideology has maintained the ideas of unity
of society and the strengthening of the national and social consensus.
The ideology of national integration has made it possible to bridge
class and ideological barriers, and to make agreements about pension
reforms. The birth of the supplementary pension scheme in Finland
and its further development as a part of general consensus politics
between capital and labour is one expression of this de-ideologization
(Niemelii 1988, 282-283).
Other alternative interpretations of pension policy are given in line
with the institutional approach of the welfare state. The underlying
logic of argument is that pension policy development is based on the

autonomous action of State administrators and the structuring
effects of pre-existing social security institutions and policy
inheritance. The specific pension policy formulations likely to be on
a country's political agenda are based on political learning, i.e.,
political leaming over time about national institutional structures,
pension policy inheritance, and outside influences.

In his comparative study on policy formation in Sweden and Britain,
Hugh Heclo (1974) makes the point that the civil servants had the
most constant influence on the courses of pension provision, while
parties and interest groups occasionally played important parts in the
course of events. Furthermore, he points out that the influence of
better developed Swedish administration on the positive construction of
pension policy was without its counterpart in Britain. Between 1880
and 1913, Swedish civil servants played a key role in developing the
basic analysis and exhaustive information that underlied the
construction of the Swedish 1913 Pension Act.

In addition, the investigatory and referral procedures, which were
applied on outside interest groups, laid the foundation for the Swedish
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1935 and its altemation in 1946. The
substantive contents of these policy alternations were dictated by
administrators and policy experts (Heclo 1974,301-304).

national pension reform

of

Heclo also points to previous pension policy as an important political
"feed-back" variable that manifests itself through political learning in
the development of Swedish pension policy. For instance, the interwar
developments in pensions in Sweden saw a move from a strict
insurance-based scheme towards a more unconditional assistance type
of system. In order to understand this alternation it is more relevant to
look for the experiences generated by established pension policy than
the changes in the possession of political power in Sweden. Hence,
Swedish changes of national pension provision in 1935 and 1937 can
be interpreted as reactions to the failures of the l9l3 insurance policy
(Heclo 1974,317-318).

In his comparative case study on the Norwegian and British income
maintenance and personal social care policies, Ivar Lsdemel (1989)
stresses the importance of the interwar period in shaping the post-war
social policies in these countries. The contrast between public and
non-public policy inheritance in these two countries was crucial for
their different types of old-age pension schemes. Public precursors to
State schemes played their role in Norway, whereas private and
occupational alternatives to State schemes were crucial in Britain.
In Norway, the existence of municipal pension schemes facilitated the
choice of a tax-financed State old-age pension scheme, and this
tradition of the tax-financed and means-tested scheme excluding those
with large incomes continued along the course established in the 1930s.
The taxation principle allowed for the incorporation of new groups,
regardless of their ability to contribute towards the cost of programmes.
Benefits were gradually elevated and the level of "socially acceptable
benefits" was reached, when means testing was finally abolished in
1957. ln 1967, the level of benefits was further raised through the
establishment of an earnings-related supplement to the basic pension.
The relative absence of occupational and private schemes facilitated a
universal State solution (Lodemel 1989, 123-l3l).

In contrast to Norway, the non-public insurance sector had a decrsrve
impact on the course taken by public insurance in Britain. The British
first old-age pension scheme in 1908 was financed over general
taxation; the main reason for this choice was the threat that a
contributory solution was seen as posing to the economic interests of
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the insurance industry. However, two years later the contributory
scheme was established as the main model for British social insurance.
This was made possible through the involvement of the insurance
industry as administrators of the State schemes. This contributory
approach came to label the later pension reforms in Britain (Lodemel
1989,123-131).
Lodemel's study clearly shows the role of pre-existing social security
institutions, public or non-public, in the further development of social
policy in two national cases. Moreover, it points out how the choice
of financing system was decisive to the different course taken by
pension policy in Norway and Britain.
Stein Kuhnle (1978, 1984) discusses the impacts of Bismarck's social
legislation on early social insurance acts in Scandinavia. He shows
that the pioneering German social policy of the 1880s did not
straightforwardly serve as a model for Scandinavian early social
insurance acts. Only in the Norwegian case can the notion of diffusion
from Germany be justified (Kuhnle 1984, 126-13l), but the political
and structural factors had the most obvious effect on the timing of first
social insurance acts.

Kuhnle's study gives support to the argument about the structuring
effects of the pre-existing social security institutions. He claims that,
in terms of sickness and old-age insurance, the strength of voluntary
insurance funds influenced what kind of legislative action was taken in
each national context. In the case of sickness insurance, the relevance
of voluntary insurance funds is obvious: poorly developed insurance
funds in Norway lead to compulsory sickness insurance, relatively
strong sickness insurance funds in Denmark and Sweden lead to State
subsidies to voluntary sickness funds. In the case of old-age insurance,
the strength of voluntary insurance funds was meager and State
subsidies to voluntary pension funds was not a relevant option for the
Scandinavian governments. Consequently, all early pension acts in
Scandinavia were compulsory (Kuhnle 1978, 20-24;1984, 141-145).
Hatland (1987) approaches pension policy in Norway from a historical
angel. As Lsdemel, he shows how the Norwegian municipalities have
played an important role as pioneers of pension schemes which the
State later has undertaken. The municipal pension schemes have
influenced the course of national development in Norway, in particular
as regards the role of means testing in pension provision. The city of
Oslo had created a pension scheme with limited means testing and a

133

stronger rights-based character than many other Norwegian

municipalities. This Oslo model served as an example when the
Storting in 1923 introduced a national old-age pension scheme, which
became effective in 1936. In all major questions, the new national act
built on the Oslo model and included obligations for municipalities to
introduce old-age pensions above certain minimum levels. Thus, the
new national pension scheme of 1936 can be seen as a codification of
older municipal pension schemes and to bear a hallmark of an act of
municipal minimum pensions (Hatland 1987, 4l-60).
Likewise, the establishment of earnings-related pensions in 1966 was
partially a return of the old insurance principle, for which the Liberal
Party strongly spoke as early as the 1920s. The situation in national
domestic politics, the mine accident in Kings Bay in 1963, is seen as
an important cause for the supplementary pension decision, too. This
emphasis put on a situational factor is in line with the relevance of
contingency and the weight of changing historical situations, which are
typical of the institutional approach. In addition to the legacy of
national pension policy and the uniqueness of events, the outside
influences, i.e., the results of the Swedish supplementary pension
dispute, played their role in the pension policy decisions made in
Norway (Hatland 1986, 55-61 and 1987, 69-70).

In Einar Overbye's report (1990) on the Norwegian occupational
pension sector, the importance of the different roles that the State plays
in the pension sector are focused. The State has assumed the roles of
founder and regulator of public and private pension schemes and the
role of employer, because it is responsible for the occupational pension
scheme for civil servants. These different roles have been
interconnected historically and give the understanding of developments
in Norwegian pension policy.
The civil servants' pension system that was created in 1917 is given a
key position in the development. This scheme was implemented as a
Pension Act and not as a private contract between the State and its
employees. Thus, the different roles of the State were blurred. This
civil servants' pension scheme was among the first earnings-related
pension schemes in Norway and its example gradually diffused into the
other sectors of the Norwegian society. Hence, Averbye interprets the
course of events through the notion of diffusion.

Finally, the civil servants' model spread to politics, because workers
and self-employed persons without occupational pensions began to
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demand earnings-related pensions, too. The political pressure resulted
in the decision to establish public earnings-related pensions in 1966.
Thus, Norway received a public earnings-related pension scheme that
was modelled upon the State occupational schemes with the exception
that the level of pensions was lower (@verbye 1990, 129-l5l).

of institutions have been
pointed in pension policy in Finland, too. Though Olli Kangas
emphasizes (1983) societal actors as the major determinants of Finnish
pension policy, he finds institutional procedures in parliamentary
reading and the lack of private pension instihrtions to have left their
fingerprints in pension policy in Finland.

Besides Norway, the structuring effects

Because one-third of the representatives of the Finnish parliament can
in some cases compel legislative proposal to lie dormant until new
elections have been held, this institutional design has obliged political
parties to seek large coalitions and package deals. Furthermore, the
market of private pension insurance has been quite undeveloped in
Finland, and, as a consequence, private insurance companies have not
impeded the evolution of public pension security (Kangas 1988, 85-87)

2 Conclusion
The determinants of Scandinavian pension policy are in the mainstream
of studies anchored in the structural-political perspective focusing on
class structure and its generating and constraining effects. In addition,
studies are volitional to the extent that human agency is seen as
capable of reproducing and transforming the structural constraints.
Thus, politics is a field where structures and agents are co-determined.
The basic hypothesis was that the effect of working class mobilization
is crucial for pension policy development. Yet, this basic argument was
supplemented by arguments emphasizing class-coalitions and other
class actors such as Agrarian parties and Conservatives.
There were, moreover, alternative interpretations drawn from general
political and institutionalist perspectives on welfare state growth. The
political perspective considered Scandinavian pension policy to be an
effect of a broad political consensus, and the institutionalist perspective
interpreted it as an outcome of political learning over time about
institutional structures, policy inheritance and outside influences.
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This study differs from the studies presented in the respect that it is
the only systematic four-country comparison and it develops a
conceptual apparatus for this comparative purpose. The study tries to
nuance the hypotheses presented and look how plausible they are in the
light of comparison of four concrete cases. The study can be
considered a historical and comparative case-study. It is historical
because the interpretation of any pension policy decision, i.e., a
pension act, requires consideration of the process by which it was
generated. It is comparative because of the identification of what was
similar and unique between the cases in this process.
The study differs from a historical thesis in fwo respects. The study
should not read as an attempt to write complete histories of pension
policy in postwar Scandinavia, but more as a study focused on specific
issues in certain major decisions, i.e., the national and supplementary
pension reforms. Secondly, the use of historical material distinguishes
the study from a historical thesis. In this study, historical evidence
seryes to cast light on the development of the particular area of the
welfare state, i.e., pension policy, and interpretations and concepts that
have been developed to analyse these developments. The empirical
analysis will, therefore, be divided according to the distinction of our
conceptual apparatus.

In terms of comparison, an important conclusion can be drawn from
the earlier studies reviewed: they pointed out that different explanatory
factors were connected with different types of pension schemes, i.e.,
national and supplementary pensions. Furthermore, different class
actors had their primary interest in different dimensions of the pension
scheme, e.g. in the case of supplementary pensions, the employers'
organizations emphasized the "informal" parts of the pension system,
such as organizational design and financing method.

All this

indicates that "the dependent variable", i.e., the pension
scheme, cannot be conceptualized. as a monolithic totality and onedimensional space. Vice versa, a pension system should be
conceptualized in a multidimensional fashion in order to make possible
a more analytical comparison of Scandinavian pension policy. Hence,
the next chapter develops analytic tools for comparison by resolving
the concept of pension system into its components, i.e., dimensions,
and specifies our research problems by these concepts to nuance and
evaluate the plausibility of the interpretations and hypotheses reviewed
in our four concrete cases.
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Finally, case-studies are often accused of describing merely historical
events and actors' positions during the process, and seldom how social
security schemes looked like before and after the decision-making.
This makes it hard to follow the process, and may put the reader in a
difficult situation. Consequently, the conceptualization and
specification of the research entity becomes an even more important
objective.
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Chapter 2:

Research Problems
1 Conceptualization of Pension Schemes
The notion of the pension scheme is not a one-dimensional space, and
as the pension policy literature reviewed pointed out we need to
conceptualize it in a multidimensional fashion. Thus, the
decomposition of a pension scheme, i.e., the "dependent variable" of
our analysis, is an important objective in order to make decisions on
pension policy and strategies of different classes comparable.

The field of pension policy analysis is not well established, and so the
terminology and definitions of the pension schemes have been unclear
and variable. Many times the same terms have been used to refer to
different phenomena, and vice versa. In addition, pension policy is an
important part of the contemporary welfare state and the question of
distributing and focusing comparatively large sums of income and
wealth, and hence to scrutinize these strategic core decisions of the
welfare state, we need quite accurate terms for describing the pension
types.

Besides, terms and principles in pension policy are not only "technical
and administrative" instruments, but they can have important political
implications: for example, to delineate and delimit or increase the role
of the public sector within the pension field. Therefore, what is
needed for the comparison of Scandinavian pension policy is
constructing ideal types of old-age pension schemes which can be used
as tools

for analysis.

We conceptualize ideal types of old-age pension schemes as a threedimensional space. These three dimensions are considered to be the
three major societal decisions or issues on which a stand has to be
taken when a pension scheme is established. The dimensions and their
sub-dimensions can be presented by the following scheme.

I -----------=-

Pension schemes

Entlllemenl Benefit

7"\"" Z\

Degree

ol

cenhollzolion

Ownership

Melhod

of

flnonclng

Flnonclol
responslbility

138

The dimension of pension provision is developed on the basis of five
pension models, which comprise the following two parts: the basis of
pension entitlement as well as the determination of benefits. These
pension models can be regarded as forming an integrated whole - the
total pension provision in a country. They are, however, in reality
combined in different ways in real existing pension policies, depending
on the time and societal situation. In the administration dimension the
following two features are emphasized: the degree of centralization
and the ownership basis. The financing dimension is scrutinized in
the viewpoint of the financing method and in how the financial
responsibility of pensions is distributed in society.

1.1 Pension Provision
Models

- a Typology of Pension

In addition to life annuities, personal savings and property, there are
many institutional arrangements which secure the elderly an income
after their active working life. Historically, the relatives, friendly
societies, insurance companies, employers, local municipalities and the
State have fulfilled this function. Thus, the institutional forms for the
well-being olthe elderly vary and include both public and private
t
organlzatlons .
However, after the Second World War when public sector growth has
been massive in most Western countries, the main interest has been
focused on public sector arrangements (as representatives of the
institutional social policy type), and the private, non-public
arrangements have been treated as a residual phenomenon. For
example, Titmuss' famous classification of social policy types (1974,
30-32\ focuses on the role of the public sector. In the institutional
model of social policy, the public sector plays the dominant role in
satisfuing people's needs, and in the residual model of social policy the
role of the public sector is marginal and the market and family are the
main channels for meeting people's needs.

6

Anothe. way of viewing the historical development is considering the roles of the
civil society in providing care for the elderly (see Abrahamson 1990,

State, market and

167-L7s).
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Gosta Esping-Andersen and Walter Korpi (1987, 39-41) also point to
the role of State welfare provision when they compare the
Scandinavian welfare states. Their main interest is in the degree to
which the typical life situation of the individual is freed from
dependence on the labour market, that is to say to what extent
entitlement to welfare is based on social citizenship rather than
markets, or kinship and community altruism.

In recent literature, there has been a tendency to regard this emphasis
of State welfare provision inadequate, and claims have been made to
include both public and private elements of pension provision (Rein &
van Gunsteren 1985; O'Higgins 1986; Horlick 1987; Rein & Rainwater
1986; Esping-Andersen 1990). It has been pointed out that the
comparisons of the economic well-being of old people without taking
private pensions into account can be seriously misleading since the
relative importance of private pensions varies from country to country.
Furthermore, pension policy is an arena for strategic policy choice by
the major interest groups, and the publicness or privateness of pension
arrangements can be an important policy instrument for these actors
(cf. Kangas & Palme 1989, 3).
However, it has been suggested that the concepts of public and private
have traditionally been used to describe the main types, the macro
types of social security regimes, and they do not fit into the pension
field very well. These concepts have several dimensions and the
frontier between private and public pension provision is very unclear.
The public and private pension schemes are not so radically odds as
one might be tempted to think.

In fact, all pension types are nowadays in some way or another under
public regulation, and the privateness or publicness of a pension
scheme is a continuum rather than a dichotomy (Tamburi & Mouton
1987,29-32; Nordheim Nielsen 1987a,1987b; Averbye 1988). As

several studies have noted, we need additional concepts which better
correspond to the existing situation. Instead of using only two
concepts, pure public and private pensions systems, the third, which
refers to occupational (or private occupational, or collective) pensions,
has been taken into account'.

7

Fo. fu.th". discussion, see Titmuss 1974, O'Higgins 1986, Nordheim Nielsen 1987a,
1987b, Tamburi & Mouton 1987, Kangas 1988, Esping-Andersen 1990, Janhunen 1990.
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Usually, the societal old-age security forming the living conditions of
the elderly population is conceived as a three-pillar system. These three
sources of pensions are the public (social or social security) pensions,
which are provided through the State under some form of statutory
system. Occupational pensions, which are provided by public and
private employers, and voluntary private provisions, which are
undertaken by the individuals themselves, e.g. private insurance
arrangements, individual savings etc." In the same manner, Nordheim
Nielsen (1987b, l0-11) distinguish various pension patterns. He uses
basic concepts law, agreement and contract. Law refers to legislated
public systems, agreement refers to negotiated, occupational pension
schemes and contract to private pensions and insurance companies.

In spite of its common
old-age pensions has

use, this conventional three-tier classification

its limits. The major failure is that it mainly

of

concentrates on the institutional side of pensions arrangements (the
sources of pension provision), and does not take into consideration
other dimensions of pension schemes. In accordance with this
criticism, Joakim Palme (1990, 73-94) has used a classification of
old-age pension schemes which applies other notions than pure
institutional dimension. The key notion is "pension right", and in order
to understand similarities and differences between these rights Palme
distinguishes four basic principles behind pension provision. These are
citizenship, need and work merit as basic entitlement to benefits.

Furthermore, by cross-tabulating the function of benefits, i.e., basic
security and income security, he is able to separate four different
pension policy models: the residual, basic security, income security and
institutional model. These models are supposed to reflect the relative
importance of different benefit principles, political ideologies, class
interests, and market dependence.

In the residual model, neither basic nor income security is provided,
and pension coverage is limited. In the basic security model, the

pensions cover the entire population and provide adequate minimum
security. The income security model is intended to give the
economically active protection against loss of income' In the

8

S"" fo. example, Jones 1985,

1988, 2-3.

116, Tamburi

& Mouton lg87,29-32,

also Kohl
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institutional model, both minimum security and compensation for loss
of income is provided.

As Palme's study implies, in order to analyse the core decisions in
pension policy we need more dimensions than only institutional, which
the ordinary public-private or three-steps classifications include. In the
same way as Palme, we regard the principles behind pension provision
as an important dimension of a pension scheme, but we also consider
the administration and financing dimensions relevant for the analysis of
pension policy reforms and decisions (about the importance of financial
decisions in social reforms see for example Lsdemel 1989, 123-131;
Baldwin 1990,47-54).
We suggest that the pension provision dimension comprises two major
decisions: the basis of pension entitlement as well as the form of
pension benefits. In principle, there are five basic ways in which a
person can be connected with old-age pension schemes after working
life: through citizenship (living in the country), social condition,
employment, occupation and individual insurance conffact. In addition
to differentiating basic types of pension schemes, these five criteria
also determine entitlement to benefits (cf. Purola 1972,7-8; Niemelii &
Ruotsalainen 1983, 17 l-174).
The five bases of pension entitlement also produce the different
coverage of pensions as an outcome. The citizenship based pensions
are targeted to the whole population, the social condition tied pensions
to needy (poor) people, the employment based pensions to the
economically active population, occupation based pensions are selective
according to some occupational criteria, and lastly pensions based on
insurance contract to individual policyholders.
The other main decision modiffing the pension provision dimensron rs
the form (or determination) of benefits. Principally, benefits can be
determined in three ways. Pensions can have an inverse relation to the
recipient's income, or pensions can be independent of the recipient's
income, or, as a last possibility, pensions can be directly proportional
to the recipient's previous income.

If we use more technical

terms, we can say that pensions are incometested, flat-rate and earnings- or premium-related. The decision to
choose a particular type of benefit leads to a dimension, which can be
labelled as a function of different benefit types. Hence, income-tested
and flat-rate benefits implicate a function of securing basic minimum
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income, and earnings- or premium-tied benefits implicate a function of
maintaining living standard.
Paying attention to these two decisions - entitlement and benefit - and
their outcomes or derivatives - coverage and function, it is possible to
distinguish five pension policy models, which are richer in nuances
than the ordinary three-tier classification of old-age pensions. We can
speak about assistance model, citizenship model, work performance
model, group insurance model and individualized insurance model.
These pension models, or in other words the subsystems, which form
the whole pension provision, and their main features can be presented

by the following scheme.
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Assistance model

As can be noticed, in the assistance model the right to a pension is
based on individual social condition, one common example would be
poverfy. When the basis of pension right is social condition, pensions
are always an assessment of need. Hence, this model provides
income-tested pensions, which include minimum benefit to all citizens
whose income falls below a stipulated level. Thus, the form of benefits
is in an inverse relation to the recipient's income. Historically, many
industrializing capitalist countries established income-tested schemes in
their initial efforts to deal with the problem of old-age insecurity. This
model is often linked with the other above mentioned models, e.g. it
usually occurs together with the citizenship and employment based
models, and with the individual insurance model.
Citizenship model
In the second model, the citizenship model, the basis of pension right
is the primary societal relation - citizenship. According to this model,
all citizens are entitled to pensions of equal size and quality, regardless
of income and wealth i.e., the equality of citizenship. In practice, this
means that unconditional flat-rate pensions securing basic minimum
income are the right of every citizen in a country. In spite of the
model's commitment to horizontal equality, it often produces
consequences that are counter-final, i.e., harmful, unintended, and
sometimes unrecognized from the viewpoint of its primary objective.
In other words, while producing equal basic security, it simultaneously
produces a large market for private insurance above this basic security
level.

Work performance model
The third model, which can be called the work performance model,
incorporates the thought that the basis of pension entitlement is
employment. The right to pension is obtained through the labour
market, and this right is confirmed in politics, i.e., through legislation.
The size of pension is determined according to the wage received for
the work and the length of employment - pensions, correspondingly,
reflect individual work performance and the fact that well-being in old
age requires some measure of continuity with the standard of living
attained during the working years. The pension type included in this
model covers almost universally the whole labour market, and in a

IM

sense we can say that

it is a hybrid mixture of citizenship

market based entitlement (cf Myles 1984, 43- 47).

and labour

Group insurance model

In the fourth model, which can be labelled the group insurance model,
the basis of pension right is occupation. The famous example of this
pension type is the German pension affangements, which Bismarck
provided in exchange for social harmony and the maintenance of the
social order, i.e., "insurance against revolution". These pensions are
usually mandatory for specific occupational groups and the provisions
are more tightly related to the rules of the labour market than in our
third model, i.e., they often maintain living standard to higher income
brackets. These pensions are tied to contract of employment as one
part of emoluments and they are usually institutionalized exclusively by
the employer or collectively negotiated (see Nordheim Nielsen 1988b,
30-31). In contrast to individual arrangements, in this model we can
really speak about "pension scheme", in the sense that the ^term
"scheme" has the connotation of group or collective action9'
Individualized insurance model

In our last model, the individualized, insurance model, the basis of
pension entitlement is a private insurance "commercial relationship".
Contrary to other models, which are in some form or other collective
and in this way imply solidarity, this model is labelled by the
individualized, commodity character of the insurance contract. The
model includes actuarial thinking, according to which the individual
premium is related to the individual risk. Among the models, this
model is most tightly tied to the rules of market: your benefit is as
generous as you can afford to pay, or as Titmuss names it " drawing
out what you pay in" model (Titmuss 1974,90-91). The function of

9

The p.nsion schemes following our group insurance model can be further classified
as company-based pension schemes and pension schemes introduced through collective
bargaining. Moreover, one can pay affention to whether pensions schemes are "defined
benefit" schemes or "defined contribution" schemes. In the "defined benefit" scheme
the pension level is fixed (e.g. as a certain percentage of the salary) but the pension
contribution might fluctuate. In the "defltned contribution" scheme the pension
contribution is fixed but the pension level might fluctuate. Most of the Scandinavian
group pension plans are "defined benefit" schemes (@verbye 1991, 43-45).
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these private insurance policies is maintaining the living standard,
usually that of higher income brackets, although they are also
profitable investments as well as very often tax deductible. In this way
they can be regarded as a part of fiscal welfare (see Titmuss 1956,
3-23).

The aim of distinguishing these models has been that they are regarded
as ideal types which arranged in country-specific ways form the whole
provision for old age in that country. It should be emphasized that the
totality of pension provision is not viewed from the static institutional
standpoint. Vice versa, we adopt a dynamic societal - process-like perspective, which maintains that pension models can be combined
in different ways in real existing pension policies, depending on
time and country-specific circumstances.

In addition to pension provision, the two other major decisions, which
must be made to build up a pension scheme are the administration
and the financing of pensions.
1.2 Administration
The varied systems of pension administration adopted by different
countries are reflections of manifold influences that bear on the
decision to use one system against another. In many times, there are
country-specific historical and political reasons which favour one
particular administrative model. Owing to this fact, the classification
of pension administration models is quite a troublesome task, and there
are many different possibilities for making this classification.

Ye! in this

study we classiff pension organizations according to the
degree of centralization (cf. Janhunen 1990, 16-19). In the
centralized organization, the whole pension scheme is handled by one
central institution. It takes care of the whole administration by itself
or it has a network of assisting sub-offices. However, these sub-offices
usually do not have independent authority to make decisions. In a
decentralized organization, the authority to make decisions is divided
between several autonomous units. For example, this decentralization
can be implemented on a regional or occupational basis.
Furthermore, the division between centralized and decentralized
systems, can be based on the way in which social risks are looked
upon. If the emphasis is put on the different nature of various social
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risks, as is usual in continental Europe, then the administration can be
decentralized to separate branches according to the kind of risk
involved. On the other hand, if the ideal is a system which would fuse
all risks and all citizens, then the routines would be handled by one
central organization. This was one of the main notions behind the
Beveridge plan. It should be noted, however, that in the real world
these ideal types do not occur very distinctly and usually pension
schemes are a mixture of these types.

In addition to the degree of centralization, the emphasis can be put on
ownership basis: whether pensions are provided by a State-owned
institution or by institutions in private ownership. In the State systems,
the decisions on pensions are made in the political arena, and in
private systems, the market is the main forum for decision-making (cf.
Hippe & Pedersen 1988, 40-41; @verbye 1990). This dimension is
very important, because the control of pension funds is a very strategic
function in society and these funds can have a remarkable effect on the
capital markets. An example of public administration would be the
national pension schemes, in Scandinavia they are under public control.
The private insurance companies, which provide individual pension
insurance, are examples of private administration.

Yet, as was earlier pointed out, the frontier between public and private
is very uncertain, and especially as regards the decision arenas of
pensions, the public-private dimension is a matter of degree rather than
pure dichotomy. Moreover, there is a clear gap between the formal,
juridical form of the pension scheme and the actual decision-makers in
that scheme. For example, many times negotiated pensions are
provided through organizations which are formally private but under
some form of collective control, usually under the supervision of the
labor market organizations. The pension type which is included in our
group insurance model is very often administrated in this way.
Or the other way around, the pension institution can be formally
subject to general (public) supervision by a ministry or department of
government, but in fact, is largely self-governing and headed by a
tripartite board comprising representatives of insured persons,
employers and govemment. Sometimes these boards can be bipartite
in character, with representatives of insured persons and employers
only, or of insured persons and government. Hence, it would be better
to speak about pensions under public, collective/corporate and
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private administration. In the same way, pension funds can be
publicly, collectively or privately supervised.
1.3 Financing of Pensions
There are principally two viewpoints to the financing dimension. In
the first place, we can put emphasis on the financing method or
source of funds. In the second place, we can look at how the
responsibility for financing pensions is distributed in society.

As regards financing methods, we can speak about two main ideal
types: the "pay-as-you-go" system and the funding system. In the
pay-as-you-go system, the pension expenditures of any one year are
covered by the income of the same year. These direct transfers can be
accomplished through earmarked premiums and fees or through general
taxation. This latter type of method, in which pension revenues are a
part of normal taxation, is called the taxation principle. The payas-you-go method is normally characteristic of the public social
security systems (Stehl 1982,97; Petersen 1984, 441-443; Hatland
1986, t8-19).

In a pure funding system, it is not possible to ensure that the penslons
paid out one year will be covered by the premiums collected the same
year. The premiums collected are, therefore, generally placed in a fund
called the premium reserve fund, which shall at all times be sufficient
to cover the pension claims which have been undertaken (Hatland
1986, l8). Thus, the annual premiums are calculated in such a way
that each individual insured person is credited a covering capital that,
on an actuarial basis, is sufficient to meet the insured person's claim
when he attains pensionable age. According to this model, a
compulsory pension scheme should be financially independent of the
general budget and self-supporting in the actuarial sense (Petersen
t984,433-434).
These two financing mechanism have different redistributional effects.
If we consider the redistribution between generations, the pay-asyou-go system implies inter-generational transfers and the funding
system intra-generational transfers. In other words, the pay-as-you-go
system performs a transfer of income and consumption from the

working population to the pensioners. In a way, the working
generation saves one part of its income in the form of taxes and social
insurance contributions. These funds are then spent on the pensions of
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older generations, in hope that the following generation will do the
same. Thus, the pay-as-you-go system implies a social contract
between generations, which is mediated by the State, i.e.,
Iegislation. Consistently, as the pension rights are statutory and
buttressed with the power of the State to levy taxes, they are
subject to political discretion (cf. Palmstrom 1961, 166-167; Petersen
1984, 438).

In contrast, the funding system spreads income and consumption
through the individual's life cycle: saving takes place during his active
working career and the capital accrued is consumed after retirement
(Petersen 1987,39-40). Hence, the funding system is based on an
individualized and actuarial relationship between earlier payments

and today's benefits. The benefit is like a private contract to
which the receiver is principally entitled on the basis of premium
payment and not of legislation. Thus, in principle the pension rights
secured by the funding system are not dependent on the State's taxing
power nor subject to political discretion as is the case with the
pay-as-you-go system (Pentikiiinen 1979, 218-219; Petersen 1984, 43443s).

However, it has been argued that the question of income transfer is
more complicated than presented above (cf Purola 1968, 10-12). As
regards the funding system, the pensioners are able to use the funded
capital only in the event that the new working-age generation changes
this capital by its work into commodities. Furthermore, the payas-you-go principle is not what it seems to be at first sight. The
generation in retirement has created for itself the foundation of
production machinery. In other words, they have invested with their
work in the production possibilities of the following generation (see
Niemelii & Ruotsalainen 1983, 174).
Other types of income transfers also take place within these
mechanisms. Being one variant of the insurance principle, the funding
system spreads different risks. Funds are redistributed from people
with a short lifespan to old-age pensioners, from people who remain
healthy and work until retirement age to people who are permanently
disabled, from families whose breadwinner is alive to families that
have lost their breadwinner (Hatland 1986, 18).

On the other hand, there is, in principle, no vertical, intra-generational
redistribution included in the funding system, as in the case of the
pay-as-you-go system, which includes vertical redistribution from the
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wealthier to the poorer socio-economic groups (cf. Pentikiiinen 1979,
110-112; Petersen 1984,434-435, and 440-441).In the funding system,
there is no transfer of money from insured parties with high incomes
to insured parties with low incomes, nor are there transfers made to
people who have not paid their insurance premiums (Hatland 1986, 18;
Andersen 1991,66-70).
However, also in the pay-as-you-go system, we can find implicit
political income transfers. The generation close to retirement age at
the introduction of a pay-as-you-go system will gain compared with the
funding system, because the cost of the pay-as-you-go system will be
borne by younger, usually non-voting generations. We can say that
well-organized and easily identifiable groups benefit from the
pay-as-you-go system, as it diffuses the cost of pensions over large and
unorganized groups. Moreover, because the pension rights are
politically determined, the pay-as-you-go system bestows considerable
power upon majority political coalitions (compare Stihl 1982, I 17;
Petersen 1984, 440-441).

Finally, it should be regarded that these financing methods, as
presented here, are ideal types, and in their pure shape they hardly
exist. Reverse, usually pension schemes are hybrid mixtures of these
pure types.

As was noted, the financing of pensions can be viewed by the
standpoint of how the linancing burden is distributed in society.
Most OECD countries rely on a mixture of contributions and general
revenues to finance the expenditures of public pension schemes. The
main exceptions are countries with basic flat-rate benefits only, where
all expenditures are financed from general revenues (Australia and New
Zealand), and a few countries in which earnings-related schemes have
to rely almost exclusively on contributions (OECD 1988, 197).
Normally, the financing of national pensions is based on three sources
of revenue: a percentage of covered wages or salaries paid by the
worker, a percentage of covered payroll paid by the employer and a
government contribution. A peculiar Scandinavian feature is that also
the municipalities are taking part in the bill (SSPTW 1983, 15;
Janhunen 1990,39).

In conclusion, it has to be pointed out that the formal organization of
little about who bears the cost of pension security in the
final analysis. For instance, employers have possibilities of passing the

payments tells
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cost of pensions on to others, mostly to different categories of wage
earners, through price and wage determination (Hornemann Msller
1981,197-204; Hatland 1986, 178; Kangas 1988, 54-56; Andersen
1991, 104-108). Yet, because in politics the position of "how things
look" matters many times more than the position of "how things really
are", paying attention to formal contributors is defensible.
The preceding analysis has shown that the classification of old-age
pensions is a more complicated task than the conventual descriptions
suggest. Hence, as we make quite a detailed analysis of core decisions

in pension policy, we are obliged to take in more dimensions than the
ordinary classifications do.

The ideal types of pension schemes which we reconstructed in this
section can be considered as a three-dimensional space - like a cube where different types of pension schemes can be located as points,
depending on their shape. The model is not aimed to be a static
description of the world, but it is thought to be a tool for historical
analysis where similarities and differences between pension schemes in
different countries are described as well as their change over time.
The model is used in the next part where we describe similarities and
differences of the statutory pension schemes in Scandinavia, in order to
speciff research problems and earlier interpretations of Scandinavian
pension policy as relevant research questions for our study.

2 Similarities and Differences of the Scandinavian
Statutory Pension Schemes
As was shown, the earlier studies have interpreted pension policy in
Scandinavia in structural-political, political and institutionalist
perspectives. In structural-political interpretations, the main emphasis
was put on the impact of Social Democracy, but in many studies this
argument was supplemented by arguments focusing on the
class-coalitions and other actors such as the Agrarian parties and the
Conservatives. The political perspectives viewed pension policy as a
result of a broad party political consensus. The institutionalists
regarded it as an effect of political learning over time about
institutional structures, national policy inheritance and outside
influences as well as changing historical situations.

l5l

Our research objective is to nuance and to "test" the plausibility of
these interpretations in four concrete cases, i.e., to compare the
establishment of national pension schemes and supplementary pension
schemes in Denmark, Finland, Norway and Sweden in the postwar
period. For this purpose we have to define our research problem more
accurately by looking at similarities and differences of the statutory
pension schemes, i.e., the national and supplementary pension schemes,
between these four countries. Moreover, this helps us speciff earlier
hypotheses more strictly to fit in with our research design.

To start with, similarities and differences of the Scandinavian statutory
pension systems are conceptualized mostly by sociological and not by
technical terms. The similarities and differences are described by our
three-dimensional conceptual apparatus, and they mostly refer to the

features that have labelled the pension schemes after the mid-1960s.
Moreover, we characteize very shortly how the Scandinavian pension
provision differs from the major pension provisions in Europe.

2.1 Provision
The Scandinavian statutory old-age pension schemes can be said to
combine three types of our pension policy models in provision
dimension. They include the citizenship model where pension is a
civil right, the work performance model which is based on employment
relationship, and the assistance model where the individual's social
condition gives a right to pension (cf. Purola 1972, 6). The statutory
provision for old age is formed on the basis of compatibility between
our three pension models so that pensions based on citizenship are
primary and pensions based on work performance are arranged on the
so-called supplementary principle, i.e., they are supplementary in
relation to citizenship pensions. Assistance-type pensions are targeted
to low income brackets and to pensioners with low or lacking work
performance based pensions. Considering the determination of
benefits, we can say that the Scandinavian statutory pension schemes
consist of flat-rate basic pensions, earnings or premium related
supplementary pensions, and income-tested supplements.

The Scandinavian three-charurel pension provision, and to some degree
pension provision in Great Britain and Holland too, are different from
the pension provision that spread over Europe between 1880 and 1940.
Most countries on the Continent adopted the principles of Bismarck's
"workingmen's insurance" as their basic model of pensions, with public
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assistance as a subsidiary element (Andersen 1986,

l17; Flora

1990,

13).

In other words, the continental pension provision comprises only two
pension models - the work performance and assistance models,
building entitlement mainly around individual work performance. The
pension rights are conditional upon a blend of the labour market
attachment and the payment of previous contributions. The crucial
difference between this model and the Scandinavian is that in
Scandinavia people do not primarily acquire pension rights as a
consequence of their membership of the labour force but in their
capacity as citizens (cf. Purola 1972, 8; Andersen 1986, I 17-122; 1992,
18-23; Esping-Andersen 1990, 48-49; Hagen 1990,34-35).

The citizenship model also distinguishes the Scandinavian pension
provision from the British one. In contrast to Scandinavia, where the
contractual relation between contribution and benefits has been broken,
in Great Britain contributions from those insured provide the right to
receive pensions. The Beveridge system adopted in Great Britain
viewed the pensions as a right of citizenship, but earned by the
contributor. In a way, pension right was founded on the concept of the
citizen as contributory participant (Lodemel 1989, 124;Palme 1990,
98; Baldwin 1992, 35-36).
However, it should be underlined that there are no one-dimensional
country in the sense of a pure pension model. Every country today
presents a mixture of pension models. Thus, although the
Scandinavian countries and countries on the Continent started with
pension provisions that were almost contradictory - the former basing
on citizenship and the latter on work performance - these countries
have little by little approached one another in the last decades. Yet the
main differences are still visible in their pension provision and
legislation (Perrin 1969,262-263; Andersen 1986, l19; Baldwin 1990).
Although the statutory provision for old age has been arranged with
similar pension models in Scandinavia, there are differences, depending
on how each country stresses these models in their total pension
provision. The tasks and share of our three pension models in the total
provision for old age are historically and nationally varying, but here
we consider differences of provision that are, in a way, structural.
These structural differences of total pension provision are reflected in
the pension expenditure, too (see Kangas & Palme 1989, 19-20).
Thus, table 20 points out how each Scandinavian country stresses these
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models in its total pension provision, measured as the proportion
total pension expenditure in 1985.

of

Table 20. The Relative Distribution of Old-Age and Disability Pension
Expenditure on Dif-ferent Pension Models in the Scandinavian
l)
Countries in 1985

Denmark Finland Norway
Assistance

model

Citizenship
model

Work performance

model

Group insurance
model

Individualized

insurance model
Total

N
(million
in national

Sweden

7

27

lt

7

60

ll

45

36

2

56

27

4t

l7

5

l6

15

t4

0

100

100

47 198

29 s6s

2

38

100

100

134

96 410

currency)

l)

Individualized insurance model also includes suryivor's pensions

Sources: Statistical Yearbook of the Social Insurance Institution 1985, 7l;
Riksftirsiikringsverket 1985/1986; 215, 245; Statistical Yearbook of Denmark
1986,102: Yearbook of Nordic Statistics 1987,313; Henriksen et al. 1987,
301; Trygdestatistisk 6rbog 1988, 92,139; Kangas & Palme 1989,32-39.

Denmark is the Scandinavian country where the citizenship model
formed the most important part of pension provision. In 1985, these
flat-rate basic pensions amounted to roughly 60 per cent of Danish
pension expenditure (table 20). If the share of the modest flat-rate
supplementary pension scheme is added to this figure, the flat-rate
profile of Danish pension provision becomes even more accentuated.

In contrast to Denmark, the role of the citizenship model is the most
meager in Finland. It amounted to a mere l1 per cent of total pension
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expenditure in 1985, whereas the assistance type of pensions played a
much more important role and corresponded to more than 27 per cent
of pension expenditure. This is due to the compatibilify rules of the
Finnish overall pension scheme, which regards the income-tested part
of the national pension scheme, the so-called additional amount, as
principal.

In Norwegian and Swedish pension provision, the citizenship model
had quite similar weight, it made up about 40 per cent of pension
expenditure (table 20). Nevertheless, the role of the citizenship model
was more accentuated in Norway, owing to the longer accrual period
of earnings-related pensions than in Sweden. Thus, Norway was
somewhat nearer to Denmark with its emphasis on the citizenship
component of total pension provision.
The role of the work performance model in pension provision varies in
Scandinavia, too. The work performance model is the most dominant
in Finland, where it corresponded to more than 56 per cent of pension
expenditure. The key position of the work performance principle in
Finnish pension provision is connected with two factors. In the first
place, the Finnish supplementary pension scheme, in contrast to the
other Scandinavian nations, does not include a fixed, upper ceiling for
benefits: the full supplementary pension is 60 per cent of earnings,
irrespective of the size of the wage and salary earned. In the second
place, due to the compatibility rules of the Finnish overall pension
scheme, the supplementary pension scheme has a dominant place in
pension provision because it reduces the principal part of national
pension scheme, i.e., the so-called additional amount based on
assistance principles. Hence, the major role of assistance type pensions
in Finland is connected with the dominant position of the work
performance principle in Finnish pension legislation.
Thus, contrary to the other Scandinavian nations, where the merger of
national pensions and eamings-related supplementary pensions have
been stressed, a strict division of labour between the national pension
scheme and the supplementary pension scheme exists in Finnish
pension provision. This is indicated, for instance, by the different
indexation procedure: the national pensions are adjusted with the price
index, whereas the supplementary pensions are adjusted with the index
which is calculated from the average changes in the price index and
general wage index.
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Work perforrnance is an important principle of pension provision in
Sweden, too. It corresponded to more than 40 per cent of total
pension expenditure in 1985. In Norway, and especially in Denmark,
the work performance principle is less stressed. About 27 per cent of
expenditure was spent on pensions-based work performance in Norway
in 1985. Thus, though the Norwegian and Swedish pension provision
share a structural similarity, less was spent on work performance in
Norway than in Sweden.

In part, this can be explained by the fact that the full old age pension
is accrued within 40 years in Norway, whereas the respective figure is
30 years in Sweden (Hatland 1986,28-29; Olsson 1990, 129-130).
Additionally, the full supplementary pension constitutes about 45 per
cent of the pensionable wage in Norway, whereas, in Sweden, the
corresponding proportion is higher, about 60 per cent of the
pensionable wage (see Schmidt 1974, 52-54; Hatland 1986,29).

If Finland is the Scandinavian country were the work performance
model is most heavily emphasized, Denmark is the country where the
model played the most marginal role. It made up only 2 per cent of
total pension expenditure in 1985. Three factors can be given as
explanations for this. First, the Danish supplementary pension scheme
(ATP) is not related to earnings but only to the period of employment,
which means that the system is, de facto, fTat rate. Secondly, the ATP
scheme covers only wage earners, whereas the self-employed are left
uncovered. Thirdly, there is no automatic indexation of benefits.
The other side of the coin of this lacking income relation has been an
expansion of group and individual insurance models, which amounted
to one-third of total pension expenditure in 1985. Once again
Denmark is an interesting contrast to Finland: as private group and
individual insurance has sky-rocketed in Denmark, their role has been
marginal in Finland due to full compensation of previous earnings by
the Finnish supplementary pension scheme.

To conclude: pension provision in Denmark stresses the citizenship
model, whereas the work performance model is the dominant one in
Finland. Sweden and Norway had quite a similar combination of
pension models, although Sweden emphasizes the work performance
model more than Norway and the stress of the citizenship model was a
feature common to Norway and Denmark.
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2.2 Administration and Financing
In addition to the pension provision dimension, there are some
similarities and differences between the countries in the administration
and financing dimension, too. All Scandinavian countries, with the
exception of Denmark, have a centralized, State organization that
handles the national pension scheme. In Denmark, no special
institution has been established to administer national pensions but the
administrative routines were decentralized to local authorities (cf.
Vesters Jensen 1985,40-42; Janhunen 1990, 51-110).

All

Scandinavian national pension schemes are based on the
pay-as-you-go technique, but the financial responsibility for the
schemes is somewhat differently spread across society. The Danish
national pension scheme fits the trademark of Scandinavian social
policy best (cf. Esping-Andersen & Korpi 1987, 54; Andersen 1991,
52-57), because it is based on tax financing. About 99 per cent of
national pension expenditure was financed out of general government
revenue in 1984 (table 2l). The financial responsibility of central
government and municipalities is considerably lower in Norway,
Sweden and Finland. The employers bore the greatest responsibility in
Finland and Sweden, whereas in Norway the financial burden of
national pensions is more evenly distributed between State, employers
and those insured (table 2l). This is consistent with the long history
of tripartite financing in Norway (cf. Hatland 1986, 47).

Table 21. The Relative Distribution of Financial Responsibility in the
Scandinavian National and Supplementary Pension Schemes, 1984
National Pension Scheme

State Municipalities

Employers

Insured

Persons

Total

N

(million

in national
currency)

Denmark

99

Finland
Norway

26

Sweden

23

10

ll
'l

100

36 505

9 046

57

22

100

44

30

100

23

68

2

100

45 292

2tt

t57

Supplementary Pension Scheme

State Municipalities Employers

Denmark
Finland

Norway

67

ns;::l

Total

N
(million

in national
currency)

33

100

2 tl7

6

90

4

100

16 470

26

44

30

100

9 386

97

3

100

33 577

Sweden

National and Supplementary Pension Schemes Together

State Municipalities Employers

Insured

Persons

Total

N
(million
in national
currency)

Denmark

94

Finland 7
Norway 26
Sweden

13

4
4

4

2

100

38 622

78

10

100

25 516

44

30

100

32 s97

80

2

100

78 869

Source: Official Statistics of Finland,
Special Social Studies XXXII: 127.

In the case of supplementary pension schemes, there is more variation
between organization and financing principles than in the national
pension schemes. In Sweden and Norway, the supplementary pension
schemes are quite similar. Both are pay-as-you-go systems but include
huge interim funds, and are handled by a centralized State organization
The difference between them is the fact that pension fund
administration is centralized in Norway, whereas it is decentralized in

Sweden. However, it should be noted that the accumulation of the
Norwegian pension fund has been much smaller compared to the
Swedish pension funds (see for example Official Statistics of Finland
XXXII: 127,210-211; Kangas & Palme 1989, 46-51).

The Finnish and the Danish supplementary pension schemes share the
common feature that they both have strong links with the labour
market. Labour market organizations have a strong grip on the
independent and centralized pension fund that handles Danish
supplementary pensions. In Finland, supplementary pensions are
decentralized to separate sectoral pension schemes, which are handled
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by private insurance companies, pension funds, and pension
foundations. Labour market organizations have a strong grip on the
administration of the supplementary pension scheme in Finland, too,
and they have played an important role in pension amendments.
Both the Danish and the Finnish schemes are based on the funding
system, though in both pension schemes a part of benefits, mainly
resulting from index increments or overcompensation made to older
age groups, is financed on the basis of the pay-as-you-go system.
Thus, it is worth remarking that as the Danish and the Finnish
supplementary pension schemes are funding systems, they implicate a
more actuarial and self-supported guarantee to pension rights than the
Swedish and Norwegian systems. An interesting question is, why the
Danish and the Finnish supplementary pension schemes indicate this
autonomy and independence in relation to the State, whereas the
Norwegian and Swedish pension schemes profile more statist in their
organizational and financing design.
The financial burden of the Scandinavian supplementary pension
schemes is somewhat differently carried, although a common feature is
the lion's share of employer financing. In Sweden and Finland,
employers' contributions covered over 90 per cent of the
supplementary pension cost in 1984, though the difference between
them was the fact that in Finland also the State participated in the
financing. In Denmark the employers' share was two-thirds of the bill
and the employees' share the remaining one-third. The Norwegian
supplementary pensions were financed in a similar way as the national
pensions (table 2l), which underlines the integrated profile of the
National Insurance Scheme Folketrygd.

Finally, there are intra-Scandinavian differences in the respect how the
loans from supplementary pension funds are channelled. The Swedish

supplementary pension scheme, where pension funds have been
motivated by the need for capital for social purposes, assets have
mainly been used to finance public housing (F<irsta, Andra och Tredje
Fondstryrelsema 1987,2\. In Norway, the role of the National
Insurance Fund has been very limited: it has not been an instrument of
public saving and it is, in practice, entirely disassociated from the
national and supplementary pension schemes (Hatland 1986, 171-176).

The Danish supplementary pension fund capital, which is clearly the
biggest in Scandinavia when measured by pensions paid, is invested in
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bonds (85%) and a minor part in stocks (ll%) (ATPs Beretning og
regnskab 1986, 14). In Finland, the premium reserve can be borrowed
by employers, which means that the biggest part of pension fund assets
is available for the largest industrial enterprises as a cheap form of
self-finance (cf. Niemele 1985, 287-288). Thus, this Finnish procedure
contrasts itself quite clearly to the Swedish one.

2.3 Conclusions and Research Problems
The major similarities and differences between the Scandinavian
statutory old-age pension schemes are summarized in table 22.

Table 22. Major Similarities and Differences of the Scandinavian Statutory
Old-Age Pension Schemes
Provision

All
o
d

a

countries

include assis-

tance, citizenship and work
performance
models in
their.pension
provlsron

Administration

National

Supplementary National

Financing

Supplementary

Pensions Pensions

Pensions

Pensions

Centralized Cenhalized

Pay-as-you-

Pay-as-you-go

to State level to State level go systems
systems in
in Finland, in Norway and in all countries Norway and Sweden

Norway

and

Sweden

Sweden

In Finland and
In Finland and
Sweden employers Sweden financed
purely by the
carry major

financial responsibility

employers

Financed from

Funding systems

in Denmark

Finland

Citizenship

model shessed
most in Denmark
Norway shessed
o
o
o

e
a
H

citizenship
model more than
Sweden
Work performance

model stressed
most in Finland

Sweden shessed
work performance
model more than

Norway

Decentralized Decentralized

to local level to private
in Denmark insurance

companles

in Finland

Centralized

State revenue

Tripartite
financed

to independent in Norway

pension fund
in Denmark

in Denmark

and

Tripartite
financed

in Norway
Financed by
employers
and employees
in Denmark
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Contrary to the continental systems which include only two penslon
models - the work performance model with the assistance model as a
subsidiary element - all Scandinavian statutory pension schemes include
three pension models. They combine citizenship, assistance and work
performance models in provision dimension. There are, however,
differences in how each country determines the tasks and shares of the
three pension models in their total pension provision. In Finland, the
emphasis is laid on the work performance model, whereas Denmark
stresses the citizenship model in its total provision for old age. The
result of the compatibility of three pension models in Norway and
Sweden is a near structural resemblance of pension provision between
the countries, though work performance was a more accentuated
pension model in Sweden and the citizenship model more accentuated
in Norway.

In the administration and financing dimension, there are similarities

and

differences between the countries, too. The Scandinavian national
pension schemes are similar in shape, Denmark excepted where the
national pension scheme is covered by pure central government
financing and has no independent administrative organ. The
supplementary pension schemes are more diverged. The Swedish and
Norwegian supplementary pension schemes are more of a pure type of
politically regulated pension schemes with their statist and centralized
organization and pay-as-you-go financing.

On the contrary, the Danish and Finnish supplementary pension
schemes profile more as "group insurance schemes in the labour
market", due to their private organizational shape and funding system
in financing. Furthermore, employers financed almost solely
supplementary pensions in Sweden and Finland, while the employees
and the State participated in the financing in Norway and Denmark.

Now, taking into consideration earlier interpretations of pension policy
in Scandinavia, our research problem can be formulated as follows:
how structural-political, political and institutional factors have been
connected to:

1) the similarities of the Scandinavian statutory pension schemes
2) the differences between them?

To put the questions more accurately: How the similarities of the
pension schemes have been linked with the general tripolar class
structure of Scandinavia, i.e., farmers, labour and business?

l6l

How the differences of the pension schemes have been linked with the
country-specific exceptions of this tripolar class structure, which are:
- agrarian and employers' influence in Finland
- petty bourgeois influence in Denmark
- working class influence in Sweden
- small working class and preindustrial urban-rural alliance in Norway?
Or instead of these structural-political factors, have the profiles of the
pension schemes been influenced by:
- a broad party political consensus in each country?
- political learning about national policy inheritance and pre-existing
pension security institutions and outside influences?
In the creation of these similarities and differences of the Scandinavian
statutory pension schemes, two decisions of pension policy are of
utmost importance. On the one hand, the reforms of national
pension schemes that took place in the 1940s and 1950s, and on the
other hand, the introduction of supplementary pension schemes in
the early 1960s. Consistently, this study makes an analytic comparison
of these reforms in order to interpret the aforementioned similarities
and differences in the pension schemes and to look how plausible our
research questions are in achieving this objective.
Thus, in the following section we describe the national and
supplementary pension reforms in Scandinavia. The first chapter
narrates postwar national pension reforms in each country, and puts
them in a more comparative perspective in the concluding part, where
the positions of three major class blocs are compared. The next chapter
analyses the establishment of supplementary pension schemes in the

late 1950s and early 1960s. This chapter starts with the Swedish
supplementary pension reform and then analyses the other cases in
historical order. Once again the positions of class actors are
summarized and special interest is focused on the effects of the
Swedish pension reform on the other reform cases.
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SECTION 3:

THE MAKING OF SCANDINAVIAN
PENSION SCHEMES IN THE POSTWAR

PERIOD

Chapter 1:
The Consolidation of the Citizenship Model
This chapter discusses the national pension reforms of the Scandinavian
countries which took place after the Second World War. The main
focus of the analysis is the period from the early 1940s up to the late
1950s. In the concluding part, we put the national pension reforms in
a more comparative perspective, and by means of a developed
conceptual apparatus, i.e., the dimensions of the pension system, we
give a picture of how each pension system altered during the period
analysed. Additionally, we illustrate how three major political blocs of
the industrializing Scandinavian nations - business, farmers and labour
- reacted to this reform process. Finally, we survey the different
political coalitions behind the major reform in each country.

I

Sweden

The first national pension act in Sweden, which was adopted in 1913,
was a compromise between two different approaches to pension
security: a compulsory insurance for wage earners like in Germany and
a non-contributory assistance model financed by general taxation like
in Denmark, Britain and New Zealand. The Swedish act involved
pensions paid for by contributions as in Germany, but the pensions
were paid out not only to employed persons but to everyone. A
tax-supported pension supplement was added to the contributory
pension for those in need.
The universalism and tax financing were partly consequences of the
fact that an essential part of the country's working population were
small farmers and their families at the turn of the century, and farmers'
interests were given disproportionate access to policy making. The
farmers' representative, the Rural Party, refused to sanction welfare
reforms unless they were extended to small farmers and agriculfural
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workers. Furthermore, it was regarded that paying contributions for
their rural workers was an unacceptable burden for the mass of small
agricultural employers, and by means of tax financing this burden
could be shifted to the community at large. The effect of the
traditional peasant society was also reflected in the organizational
shape of the national pension scheme. The administration of the
pension system was not entrusted with any corporatist organ nor with
any agency of central State apparatus, its basic unit of administration
were municipal pensions committees (Elmer 1960, 550-551; Therborn
1986, 57)

The national pension act was first and foremost supported by a large
group within the Liberal Party, interested in social security. Many
Conservatives also saw in pension security a means of lessening the
antagonism between capital and labour. Moreover, many farmers
belonged in the Conservative camp in the early 1900s, which, in turn,
furthered the Conservative support of the pension act (Rasmussen 1985,
19-20; Baldwin 1990, 85). Finally, the Social Democrats'" and the
trade union leaders worked towards the same end, too (Baldwin 1990,
83-93; Valocchi 1991, 176-177).

The l9l3 act remained substantially unaltered until 1935. During this
period, a bourgeois demand was made that the pension system should
have less scope and that there should be a change from the funding
system to the pay-as-you-go system. This demand was based on the
fear that since the contributions were collected into one large fund and
the fund was dominated by civil servants, the pension system decreased
the influence of private credit banks and insurance companies on the
capital market. Furthermore, the State pensions were seen to destroy
private initiative, discourage thrift, and hence to be economically
dangerous (Elmer 1960, 54-62\.
l0

Th" fr.st leader of the Social Democratic Party, Hjalmar Branting, actively
collaborated in the formation of the 1913 national pension scheme. He was himself
intermittently a co-worker in an insurance company and his own experience and study
of German conhibutory approaches convinced him of the merits of such a scheme.
Partly owing to Branting's personal influence, the Social Democrats agreed to support a
contributory plan (Elmer 1960; Heclo 1974, 192-193). Branting was, however, aware of
the fact that pension insurance limited to workers was not possible in the Swedish
context. Universalist measures were inevitable due to the advance of the farmers,
whose interests had recently been given representation through an electoral reform (cf.
Baldwin 1990,92).
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The Social Democrats also supported the demand for the introduction
of a pay-as-you-go system, although not from fear of greater State
influence on the capital market. They contended that by means of the
pay-as-you-go system it would be possible to raise the pension level
without increasing expenditures. From 1926 onwards, the Social
Democrats under the leadership of Gustav M<iller" organized a lively
agitation for increased national pensions and expressed a preference for
tax financing without contributions, following the Danish example
(Elmer 1960,552).

In the years 1935 and 1937, the pensions were raised and the changeover to the pay-as-you-go system took place. The pension level, in
particular the question of whether it should be higher in big cities and
other high cost-of-living areas, aroused a political dispute. The idea of
cost-of-living areas was pushed by Gustav M<iller, who had been
deeply impressed by the similar arrangement in Denmark. The Social
Democratic Government brought up this issue in the spring of 1936,
and resigned because its proposal was voted down in Parliament, and
was greatly successful in the following election (Elmer 1960, 552-553)The gradation of pensions according to cost-of-living areas was
introduced by a coalition govemment of the Social Democrats and the
Agrarian Party. This was the case in spite of the fact that the Agrarian
Parly was in principle opposed to it and a supporter of equal pensions,
regardless of the place of residence (Elmer 1960, 551-552;Heclo 1974,
2tt-226).
The central role in speciffing pension changes in the first postwar
years was played by an investigatory commission on social provision
called the Social Welfare Committee (Socialvlrdskommitten). The
commission was appointed in 1938, and it carried out investigations on
virtually all aspects of social policy. After the decision for
State-subsidized, flat-rate sickness insurance, it worked out a proposal
for a sweeping reform of the national pension scheme soon after the
end of the war.

Gustav Mdller was the Minister of Labour and Social Affairs
1932-1938, 1 939- 1 95 1

in

1924-1926,
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However, the opinions within the commission were divided on
alternative ways to pension improvements. Unanimously, the
commission proposed that for administrative simplicity pensions should
be paid without the formality of keeping individual records on
contributions. The earmarked contributions were, however, maintained
for psychological reasons to create the feeling of entitlement to benefits
(SOU 1945:46, 177). The main problem of the commission was the
fate of the income test and the extension of benefits to cover all
citizens (Elmer 1960, 77-79; Heclo 1974, 228-229).

In the spring of 1945 the commission had two alternatives ready for

pension improvements. They both aimed at a pension amounting to
SEK 1000 to a single recipient. The option, which provided higher
flat-rate pensions (SEK 600) but a fairly large income-tested amount
(SEK 400) reducing the cost of higher benefits, was proposed by three
of the four Social Democratic commissioners, one Liberal and one civil
servant.

Just before the commission was finishing its work, a third alternative
saw daylight. It was brought forward by the civil servants of the
commission. The commission secretary and head of the Pension
Board, Rolf Broberg, had worked out a new alternative which he had
finished with the general director of the Pension Board, Karl Hdjer.
According to this option, the same amount of SEK 1000 would go
equally to all pensioners without income testing, and only the housing
supplements and disability pensions would remain income tested'"
(SOU 1945:46, 13-47; Elmer 1960, 77-85; Broberg 1973, 240-245).

The representatives of the Conservatives in the commission backed this
Broberg proposal, which in accordance with the principles of the
citizenship model extended right to benefit to every citizen, regardless
of his wealth. Furthermore, the parly worked energetically for this
most expensive alternative also in parliament, and it has been pointed
out that this contention in the committee was a deliberate strategic
move which had been consulted with the party leadership and the
parliamentary group (cf. Elmer 1960, 85). The new program of
Conservatives also rejected income tests, and supported flat-rate
benefits covering all classes of society (Baldwin 1990, 136-138).

t'

During his work in pension adminishation Broberg came to doubt income testing
(cf Broberg 1973,240-241).

as an administrative practice

167

As Therborn (1986, 54) points out, it was not unnatural for the wealthy
and their representatives to demand benefits when they also paid for
them. The Agrarian Party also voted for this more generous approach
in the commission. It had been consulted by the Conservative
members of the commission and it traditionally had nothing against
tax-financed and flat-rate benefits (Elmer 1960, 553). Thus, the
farmers' support to the citizenship model was not a surprise.
The Social Welfare Committee had trvo main approaches to pension
changes, between which it did not choose but weighed. What
distinguished them was the importance put on income testing in each.
To conclude: most Social Democratic commissioners, including one
Liberal representative and a civil servant, favoured the lower flat-rate
benefit combined with an income-tested supplement to the needy. The
two civil servants together with the Conservatives supported by the
Agrarian Party preferred the higher flat-rate alternative without income
testing, except for housing supplements and disability pensions.
Most Social Democratic ministers in the Government supported the
income-tested assistance mode! with the exception of the Minister of
Social Affairs, Gustav Moller". With the backing of Prime Minister
Per Albin Hansson, Finance Minister Ernst Wigforss pointed to the
limitation in State funds, which were already committed to preserving
full employment. Furthermore, he maintained that high expenditure on
unconditional flat-rate pensions would make other reforms in family
assistance, health and housing far more difficult. This dispute was
referred from the Government to the party executive, which after a
two-hour debate decided for the citizenship model, i.e., the Broberg
plan, by a large majority (Heclo 1974,230-231).
This decision was partly a consequence of the pressure from the inside
of the parly, from the labour press and from the trade unions as well

" Mdll.,

supported general pension and sickness insurance systems without any limit

of income, because he regarded the access to benefit as a general civil right instead of
a gift of charity from society (Rothstein 1985, 157). In this connection, it would be
worth mentioning that the sickness insurance proposal along the ideas of Gustav Mdller

was abandoned at the beginning of the 1950s. When SAF and the LO had consented
to the principle of earnings replacement in the early 1950s, the new sickness insurance
system was introduced in 1955. This new act better responded to the interests of the
growing wage and salary eaming population than the general flat-rate benefits
championed by Gustav Mdller (cf. Edebalk 1990, 19-20 and Lindqvist 1989,75-76).
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as from the pensioners' associations for the citizenship model (Olsson

1990, 103-105). In a way, this contention was an exception to the line
of the Social Democratic reformers, who supported a wide but not
universal coverage of social security systems in the 1940s (cf.
Therborn 1986, 52-55). For instance, the postwar party program

"Arbetarrorelsens efterkrigsprogram" put emphasis on raising the
pension level and not on extending coverage (Elmer 1960, 139-140).

Most interest organizations with a view on the matter supported the
Government proposal for the citizenship model. Reasons for abolishing
income tests included administrative simplification, the encouragement
that abandonment of income testing would give other pension
provisions and the elderly's willingness to continue working. The
Employers' Confederation (SAF) alike the Conservatives supported the
flat-rate pensions, because they were regarded as making other
provisions for pensioners unnecessary and as promoting private saving
and the willingness to work (Elmer 1960, 148).

In addition, the employers emphasized that the unfortunate effect which

income testing had on the group pension arrangements would be
avoided when pensions were made unconditional. They also
maintained that the problem of pensions for blue-collar workers would
be solved once this new national pension act was put into effect
(Elmer 1960, 147-149). In accordance with the employers and the
Conservatives, private insurance companies were delighted by the
State's willingness to restrict its role in pension security only to
providing a flat-rate minimum (Baldwin 1990, l4l).

Both the blue-collar workers' organization LO and the white-collar
organization TCO preferred the abandonment of income testing. They
held meetings before their responses to the pension proposals were sent
to the government (cf. Elmer 1960, 88). The LO considered that the
abolition of income testing would underline the nature of the national
pension as a civil right and the pensioners would not suffer from their
willingness to continue working. Contrary to the employers and the
TCO, the LO did not accept the privileging of voluntary group
pensions. In this respect, the interests of the LO and the TCO were
opposite.

As the Agrarian Party, the farmers' organization (RLF) gave its support
to the citizenship model. The interest group welcomed the flat-rate
pensions and pointed out that previous income testing had been too
harsh, especially as regards assets and inheritance in the countryside.
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The Communists also backed the citizenship model, though they had
earlier spoken for increases in the income-tested parts of the national
pensions. The Communist-led pensioners' organizations, in particular,
advocated in favour of the flat-rate national pensions very actively
(Elmer 1960, 140-141, 170-17l).
The proposal of the Social Democratic Government of 1946 renewed
the Broberg plan in most of its details. In the parliamentary hearing,
the bill was passed with the overwhelming support of all the parties,
although some individual representatives made motions for changing
certain details of the proposal. [n particular, the representatives of the
Agrarian Party demanded that the housing supplement should be equal
in amount in every part of the country (Hojer 1952,264-265). The
Conservatives found that pushing for the citizenship model had
profiled them as a reform party, and they celebrated the reform as the
"victory for the right" (cf. Elmer 1960, 87; Heclo 1974,230).

This decision meant that features of the insurance principle were
replaced by the citizenship model, where pension was considered a
civil right, regardless of previous contributions. Moreover, the
citizenship basis was completed so that no tension between assistance
and citizenship elements prevailed in pension provision.

2 Denmark
In 1891 Denmark adopted tax-financed pensions based on the
assistance model. Conhary to many foreign statutory systems, no
special administrative apparatus was established, and as a sign of an
independent peasant society, local municipal authorities determined the
level of pensions and paid them out, too (cf. Hornemann Msller 1981,
262, 1992,21; Petersen 1985, 37). In the latter half of the 19th

century, the labour question in Denmark was primarily the question of
rural workers, and consequently, the first pension insurance reform was
speeded up by a rural crisis in the 1870s and 1880s, the maintenance
of a labour force in the countryside, and a fear of socialist ideas
spreading among rural workers (see Hornemann Msller 1992, 11l-ll5).
The Conservatives and the Agrarian Liberals settled their constitutional
dispute on farmers' political representation and carried out a
non-contributory, tax-financed pension scheme to tame the socialist
agitation among agrarian workers (Otte et al. 1977, 26-29; Petersen
1985,41-42; Vestero Jensen 1985, 86).
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The tax-financed pension scheme was very suitable for the exportoriented Danish farmers and their political representatives. Such a
scheme shifted the financial burden from countryside to cities - onto
the shoulders of the urban working class and the petit bourgeoisie, in
particular (Petersen 1985, 47-93; Baldwin 1990,72-75; see also
Hornemann Msller 1981, 50-54, 1992, 80-81, 120-l2l).
Due to the agrarian nature of the Danish society, the Social Democrats
could not rely on the Bismarckian type of workers' insurance, and they
adhered to an idea of non-contributory pension system, not restricted to
any particular class. Yet, the Social Democrats were opposed to the
l89l pension act in spite of the fact that it fulfrlled some of their
considerations (Otte et al. 1977, 28-29). Together with the Radical
Liberals, they could not accept the act because it was based on the
"hated" means test, which stigmatized people as "deserving and
undeserving needy" according to old poor-relief traditions.
Moreover, the recipients of poor relief lost their basic citizen rights,
and consequently the Social Democrats feared that they would lose
many potential voters if the moral testing practice continued. At the
turn of the century, the Social Democrats' primary motive was to
promote a principle of universalism and to abandon all signs of poor
relief in social policy (Norby Johansen 1986, 354; Hornemann Moller
1992, 121).

After the introduction of this first pension system, several motions
were carried out to alter the non-contributory pension system to a
contributory one, i.e., a pension system based on insurance principle.
The proposed alternation was justified by referring to moral and
economic reasons. The contributory system would promote the
principle of "help to self-help" and it would lessen the financial burden
of central State and municipalities, which were "overloaded" with
expenditures of the previous pension system (Vestero Jensen 1985,
87-88). The alternation never materialized, and the Social Democrats,
especially, were opposed to it. They found that it was society's duty
to take care of its citizens without asking for any obligations in return.
Both the Social Democrats and the Radical Liberals made suggestions
for raising income-tested pensions in l9l7 and 1919. The proposal did
not include a raise of the general pension level, because the Social
Democrats feared that increasing the pension level in the whole country
would bring about a drop in pensions in cities under Social Democratic
dominance. Thus, as in 1891, it was a coalition government of the
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Agrarian Liberals and the Conservatives that introduced a fixed pension
level all over the country (the so-called rights principle) in 1922
(Vestero Jensen 1985, 90).
Despite the fact that the Conservatives had backed non-contributory
pensions in 1891 and 1922, they still demanded pensions based on the
insurance principle in their proposal of 1929. The Social Democratic
Government did not give its approval to the proposal of the
Conservatives, and the Social Democratic social minister K.K. Steincke
pushed through a pension reform, in which the insurance principle was
abandoned and the non-contributory tradition of the previous bourgeois
pension policy continued (Vestero Jensen 1985, 92-98). The eligibility
of the pension scheme was widened by making entitlement conditional
on membership of statutory sickness insurance (Hornemann Msller
1981).

This so-called Great Social Reform of 1933 did not make any principal
change to old pension legislation, it rather rationalized and simplified
existing social legislation. The Act represented the first reform enacted
by a Social Democratic Government in co-operation with the Radical
Liberals in Denmark, although the Agrarian Liberals also left their
mark on it (cf. Otte et al. 1977, 68-69; Hornemann Moller 1981;
Norby Johansen 1986, 300).
Though the insurance principle had been abandoned in the interwar
period, it was soon after the war that a Commission on Old-Age
Pension Insurance (Folkeforsikringskommissionen) was appointed with
the first objective to work out a proposal for an old-age pension
system based on insurance principles. The second objective of the
commission was to observe the possibility of building up a contributory
supplementary pension above the existing old-age provision
(Betaenkning 1955:123, l-2). The commission was made up of
politicians, civil servants and experts, the politicians playing the main

role.

In the interwar period as well as in the first years after the war, the
Conservatives, and to a lesser extent the Agrarian Liberals, who held
the cabinet power in 1945-1947, were promoting the idea of a
contributory pension system and were heavily opposed to a citizenship
model. They maintained that the old policy of income testing should
be carried on and the State provision should be targeted to those most
in need of it. The Social Democratic Party manifesto of 1945, "The
Future of Denmark", did not recognize the idea of a citizenship model,
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either. Instead, the program proposed a tax-financed assistance model,
in order to provjde adequate pensions for those in the most difficult
social conditionra. Furthermore, the Social Democrats expected that
additional voluntary insurance would be possible. The only party
referring to the citizenship model was the Radical Liberal Party. The
flat-rate basic pension would be paid out of general taxes (Pers 1981,
28-31; Vesters Jensen 1985, 115).

The appointed commission that worked between 1948 and 1955
scrutinized the prewar proposals for contributory social insurance, and
gave three main reasons why these were not put into effect. Firstly,
all pension provisions since 1922 were based on the rights principle.
Secondly, there would be enormous difficulties when transforming the
system from a tax-financed to a premium-reserve type (one generation
would have to pay pensions to older generations as well as its own
pensions). Thirdly, no known foreign contributory social insurance
system fulfilled the requirement peculiar to the Danish pension
provision since 1891: the level of benefits was linked with the essential
living standard (Betaenkning 1955:123,34). The commission also
presented positive arguments for the insurance principle, but in spite of
these arguments it ended up denouncing the idea of a contributory
old-age pension scheme.

As regards contributory upper tier to the existing old-age provision, the
commission made the same statement. Against the statutory
supplementary pension was argued that it could not guarantee benefits
of stable value and that the level of benefits would be very low during
the period of hansition. Further, the consequences of accumulated
funds were feared. Against voluntary supplementary pensions was
stated that everyone already had the opportunity to take out pension
insurance and a large part of the population had no interest in this area
(Betaenknin

g

1955:123, 89- I 0l ).

However, the political parties and one expert recorded their own
statements and reservations in the commission report. The Social
Democratic commissioners made a statement demanding a universal

'o Y.r, it is important to emphasize that in the interwar period the Social Democrats
backed the idea of pensions as a civil right. Especially, this holds true in the case of
the former social minister K.K. Steincke. The work of Steincke also influenced the
attitudes of Gustav Mdller (see Vesters Jensen 1985, 114-l15; Rothstein 1985, 156).
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inflation-proof flat-rate pension, which would be two-thirds of medium
income among the population. In this manner, the situation of the
elderly would approach that of the civil servants. The pension would
be financed out of tax revenues (Betaenkning 1955:123,212-2t3).
This proposition was based on the work of an intern specialist group
within the party, and it was published in the spring of 1952. [t was
the first time that the idea of a full national pension for everybody, i.e.,
the citizenship model, was set forth in Denmark (cf. Pers 1981,60-61;
Vesters Jensen 1985, 114). Yet, trade unions were supporters of the
assistance model and were dubious about the idea of the citizenship
model and only after negotiations did they accept it (Pers 1981, 145).
The Radical Liberals agreed with the Social Democratic contention of
1952, and made a claim for a full national pension for everyone over
67.

In spite of the committee work, the question of the citizenship model
was also at stake in two elections in 1953. The Social Democrats and
the Radical Liberals were not unanimous in who had been the initiator
of the citizenship model. It was, nevertheless, the Social Democratic
Party that politicized the national pension issue. The Conservatives
and the Agrarian Liberals, who held the Government power in
1952-1953, had no clear stand on the pension issue in 1953, and they
criticized the Social Democratic proposal for resting on uncertain
economic conditions (cf. Pers 1981, 64-67).
However, the citizenship model played a major role in the elections
and allowed the Social Democratic Party to form a minority
government in 1953-1957, dependent on the support of the Radical
Liberals (Baldwin 1990, 150-151). In the spring of 1955, both the
Social Democrats and the Radical Liberals made a supplementary joint
statement in the commission, where they renewed a claim for flat-rate
pension (Betaenkning 7955:123,218-219). This joint option was
closely related to the previous stand of the Radical Liberals.

In his reservation, the Agrarian Liberal commissioner complained that
it had not been possible to replace the old assistance model by a new,
insurance type of pension system. He wanted to fix the established
income-tested pensions and make them inflation proof. In addition, he
also demanded supplementary pensions, which would be paid in
addition to the income-tested provisions. The income-tested benefits
would be tax financed as hitherto, whereas the supplementary part
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would be based on premiums. The commissioner made no references
to the citizenship model (Betaenkning 1955:123,213).
The Conservative commissioner, Poul Msller, assured that the
Conservatives, like the Agrarian Liberals, had always been keen
supporters of the insurance principle. However, the Conservatives had
now changed their view, because the insurance principle raised huge
pension funds and did not secure pensions adequately against inflation.
The commissioner maintained that in the Conservative point of view
public funds should be targeted to needy, and the rest of the people
should manage by the means of private pensions or savings. However,
he pointed to three alternative plans for a pension reform, which the
Conservative Party could agree with. First, he proposed an
enlargement of free income, so that private pensions, assets and
inheritance do not hinder anyone from getting a pension. This
arrangement could be financed through contributions amounting to
one-fourth percentage of taxable income.
Second, as the Agrarian Liberal commissioner, he proposed an upper
tier to present pensions, so that everyone over 67 would be entitled to
a supplementary pension in addition to the existing income-tested
pensions. This alternative would be financed in the similar way as the
first one. Third, he referred to the proposal of the expert on social
policy, Jorgen Dich, which Msller considered to be acceptable to his
party. Dich offered a suggestion that pensions would be voluntary,
individual or collective, and Lhp State would give guarantees for these
pensions against the inflationr). Finally, Msller criticized the Social
Democratic proposal, because the financial sources of the proposal
were inaccurate (Betaenkning 1955:123, I 60-190).

The representative of the Danish Communist Party proposed a gradual
enlargement of the existing income-tested pension system to a national
pension system including the whole population, i.e., a gradual shift
from the assistance model to the citizenship model. This was to
happen in two stages. Yet, the most urgent objective was to raise the
level of the existing income-tested pensions. Further, she stated that
the existing tax financing should be kept unchanged (Betaenkning
1955:723, 155-158).

t'

Thi, proposal echoed the coming index conhacts and supplementary pension
system ATP (see Nelson 1984, 19-20).
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We can now recapitulate the positions within the commission: the
Social Democrats together with the Radical Liberals wanted the
citizenship model; also the Communists, with some reservation,
supported.this model. They did not take any stand on supplementary
pensions'o. The Conservatives and the Agrarian Liberals in principle
backed the contributory system but they wanted to built up pensions in
the foundation of the existing assistance model. They also demanded a
supplementary tier above the existing old-age pensions. In addition,
both parties claimed that t[e civil servants should be kept outside of
the pioposed arrangementlT. Professor JargenDich stood alone with
his State-guaranteed voluntary pensions.
Since the idea of a pension scheme based on insurance principles was
turned down and the attitudes were divergent within the commission,
the exact shape of the system was left to negotiation in the parliament
(Folketing). The Conservatives and the Agrarian Liberals were not
willing to accept a unanimous commission report, because they found
no financial preconditions for such a huge pensions reform. Denmark
had drifted into a currency crisis in 1954-1955 (Pers 1981, 85-93).
Furthermore, four big business organizations (Dansk
Dampskibsrederiforening, Grosserer-Societetets komite, Industriridet
and Landbrugsridet) condemned the idea of a national pension reform,
and insisted that the continuous enlargement of production should not
be disturbed by any pension reform (Pers 1981, 9l).

A key proposal in the parliamentary negotiation was the Radical
Liberals' option of the citizenship model in the form of allowing a
minimum pension to everybody aged 67 years and over. The Social
16

It should be noticed that both the Social Democrats and the Radical Liberals made
positive statements for a voluntary additional pension insurance several times. In
addition, in the 1930s and 1950s the Social Democrats expressed doubts about large
funds which statutory insurance would bring. A large fund in the hands of
nonpermanent State power will be dangerous (cf. Vestero Jensen 1985, 97 and
104-105).

-

11

The problem of civil servants' pemsions was a double-eded sword. On the one
hand, the Social Democrats wanted to equalize civil servants and other pensioners, on
the other hand, the civil servants' organizations regarded pensions as a part of civil
servants' salary, and wanted to stay outside of the proposed national pension scheme.
In the parliamentary hearing of the national pension proposal, the Agrarian Liberals
rejected the exclusion of civil servants, particularly the abolition of the civil servants'
obligation to pay conhibutions, and made the other parties join its position (cf. Pers

198r, 125-126).
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Democrats had launched the same type of proposal as early as 1952,
and, thus, their acceptance of it was clear. Although the Radical
Liberals' proposal did not guarantee a "full old-age pension", at the
level of civil servants' pension, the Social Democrats regarded it as an
important step towards the aforementioned goal (Pers 1981, 128).

The Conservatives and the Agrarian Liberals were not inclined to
approve the citizenship model without concessions. Especially the
Conservatives made their approval depend on the introduction of public
subsidies to the private pension schemes, partly in the form of tax
credits, and partly in the form of a State guarantee of the real value of
pensions by an indexing procedure (Indekskontrakter) (Norby Johansen
1986,355-356). In this way, the idea of professor Jorgen Dich, which
the Conservative chairman Poul Msller adopted, materialized. This
State subsidization of private insurance and savings was approved in
the Folketing, in spite of the principal opposition of the Social
Democrats and Radical Liberals and the total rejection of the
Communists (Pers 1981, 128-l3l).
One further concession was made to the Conservatives. The
parliament introduced a proportional contribution of one per cent for
the financing of national pensions. In addition to these concessions,
the veering of the Conservatives and the Agrarian Liberals has been
explained by the fact that flat-rate pensions benefit their core voters,
i.e., the wealthier middle class, the urban peffy bourgeoisie and
farmers, in contrast to income-tested benefits which exclude people in
the higher income brackets (cf. Norby Johansen 1986, 356; Baldwin
1990, 147-152).
The Folketing decided for the national pension reform by a large
majority. All four major parties, the Conservatives, the Agrarian
Liberals, the Radical Liberals and the Social pgmocrats accepted the
solution of the citizenship model unanimouslyl8. The Communist
Party gave its qualified approval to the citizenship model. It contended
that the State should provide a pension of trvo-thirds medium income
to the most needy before any extension of coverage (Pers 1981, 129).

t* A f.*

representatives of the Conservatives and the Agrarian Liberals voted against
the national pension proposal. They had links with business interests and they feared
the consequences that pension expenditures might have for investrnent operations (cf.
Pers 1981, 129-130).

t77

The pension reform of 1956 was only the first step towards the "full
old-age pension". There was still historical tension between assistance,
income-tested elements and citizenship-based unconditional elements in
the pension legislation, the income-tested parts forming the major part
of the national pension scheme in the late 1950s (cf. Palme 1990,77;
Baldwin 1990,152).

3 Norway
In Norway, a proposal for the introduction of an old-age pension
scheme was presented early, but it took a long time before it was
implemented. In the decades around the beginning of the 20th century
different State committees made different plans for national pension
schemes for the elderly and disabled. A common hait of these plans
was the underlying insurance principle, which insisted that everyone
should earn his pension through contributions during his working years
The bourgeois parties backed this principle, and they stressed that the
self-help and rights aspect of the benefits would be strengthened when
every citizen paid for his own pension. Further, the method of
financing would clearly differentiate pension benefits from poor relief
(Seip 1984,257-280).
While the bourgeois parties favoured an insurance type scheme, the
socialists advocated the taxation principle. In such a scheme there was
no relation between contributions and benefits. It could be put into
effect without a long maturation period, and as a consequence, it could
include people who were already elderly or disabled. The socialist
demand for redistribution maintained both that taxation should be
progressive and that benefits should be selective, i.e., income tested according to the principles of the assistance model they must be
reserved for those who were in the weakest financial position (cf Seip
1981, 44-45).

Very little happened in Norwegian social policy between the end of
World War I and 1935. In 1923, the Storting, which several times had
regarded proposals for old-age pensions as too expensive, passed a new
old-age pension scheme. This act was to a large extent based on the
model of the municipal pension scheme, which was enacted in the city
of Olso in 1916 by the Labour Party majority. The old-age pension
scheme gained the support of the majority in the Storting, because a
group of Conservatives and a group of conservative Liberals broke
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with their parties' previous viewpoint on this matter and voted with the
Labour Party. As a result of this, the assistance model was introduced
in Norwegian social security legislation (Hatland 1987, 96). The
majority contended that it would be too expensive to adopt pensions
for the entire elderly population in one operation. The bourgeois
minority advocated the insurance principle with a long introduction
period and argued against the income tested assistance model. They
were afraid of income testing, because it was regarded as weakening
people's motives to save for old age and the retirees' motives to
participate in paid work (Hatland 1987, 4l-51).
The majority consisting of the Labour Party, a group of Conservatives,
and the conservative Liberals rejected the argument that it was through
own contributions that elderly would earn a right to a pension. They
regarded that the benefit was justified through the participation of the
elderly in the work of social utility during their life time, regardless of
whether they had paid any earmarked contributions or not. Groups
who had not participated in the work of social utility were
consequently excluded. Thus in 1923 the old-age pension was not seen
as a right based on citizenship. However, because of the depression
Norway had entered in the 1920s, the majority in the Slorling gave no
effective date for the Act. Hence, the Pension Act of 1923 was never
implemented (Hatland 1987, 4l-51).
The origin of citizenship-based benefits can be traced back to the
second half of the 1930s, which was a period of marked social
reforms. This period saw a shift of government, when the Norwegian
Labour Party came into power. The rapidly improving economic
growth also labelled this period in Norway. Two investigatory
commissions were appointed in this period, which were of great
importance in the postwar reform wqqk. They were the commission of
child allowance (Barnetrygdkomitee)Ig i, t93a and the Social Law

"

echoed citizenship-based provisions,
pointed to the problem that incomes within a family varied according to labour
market fluctuations. The labour market rewarded people according to their positions
and achievements and not in accordance with their needs. The commission put its
recommendations in 1937, but it was not until 1946that the universal child allowances
saw daylight, and in this manner a new social policy principle was introduced in the
Norwegian social legislation (Pettersen 1987, 97-98). It should be remarked that
analogous to the pension political events in the 1950s, the Labour Party objected to the
universal child allowances, whereas the Agrarian Party adhered to them (Hatland 1992,

Thi, commission working on child allowances

too. It

70).
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Committee (Sosiallovkomitee) in 1935, of which the latter was of
paramount importance (cf. Kuhnle 1983, 154-155; Pettersen 1987, 87)
Before the war, the Social Law Committee had made almost ten
proposals for social reforms in Norway20. In 1936, the commission
made a proposal, which resulted in the first national pension act.
According to this act everybody contributed to the financing of the
scheme, but according to the principles of the assistance model the
benefits were targeted to needy people. In all major questions this new
act built on the previous act of 1923 and the Oslo social security
model. The old controversies over the means of finance were greatly
abated, when the Storting passed the new act. The financing system
chosen was a compromise, the costs were covered through taxes and
individual pension contributions (Hatland 1987, 53-58).

In provision dimension, the unity between the Labour Party and the
Conservatives facilitated an income-tested assistance model which was
designed to develop into universality through the gradual relaxation of
income testing. A certain degree of conflict arose, when the Labour
Parly Government introduced a proposal for a pension fund. The
Conservatives opposed the fund and voted for financing old-age
pensions entirely through taxation (Seip 1981, 47-49; Hatland 1986,
44-48; Lsdemel 1989, 5l-52).
The trade union movement also agreed with the new national pension
scheme, which reflected the change of focus away from the pure
working class approach towards the needs of the population at large.
This might be connected with the fact that in the mid-1930s the
Labour Party's parliamentary section decided the policies of the trade
union movement more than in the 1920s. Moreover, the principle of
tax financing was seen to redistribute in favour of low paid members
in trade unions (Lodemel 1989, 49-50; West Pedersen 1990, 47-48).
The war meant a standstill in the reform work, but ideas which the
commissions had put forward, paved the way for postwar reforms.
The Norwegian Central Federation of Trade Unions (LO) published a
prograrnme (Framtidens Norge) calling for the coordination of all
social security programmes under one comprehensive scheme, which
20

One of the major innovations was a proposal for compulsory sickness insurance for
all citizens in 1939 (Kuhnle 1983, 155).
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would secure minimum benefits to all residents in Norway. The
improvements on social security were dependent on full employment
and economic growth, the programme maintained. The programme
sounded as the Beveridge plan, and it has been regarded as a
background document for the so-called "Joint Programme"
(Fellesprogramme) produced by all the major political parties in 1945,
i.e., the Labour Party, the Conservatives, the Liberals, and the Agrarian
Party" (Seip 1981, 52; Kuhnle 1986,122).
The aims of the Joint Programme were repeated and concretized by the
Storting in the National Insurance Report of 1948. In this report, the
abolition of income testing was handled in the light of principles. The
Labour Parly Government maintained that pensions were the right of
every member in society, and the abandonment of income testing
would mean administrative advantages and would give incentives to
work and private saving. Thus, the government considered that the
income test should be dropped in principle, but it should happen
gradually and in connection with economic possibilities. Further, the
Government stated that as long as the level of old-age benefits was as
low as it was then and as there was no disability insurance in Norway,
the redress of these circumstances must be more urgent than the
abolition of income testing (St.meld.nr 58, 1948, 43).
The level of income-tested minimum pensions had not been raised
since 1937, and up to 1945 the war time inflation had undermined the
value of pensions about 38 per cent. To compensate for these losses,
two different approaches can be observed. Firstly, rising the level of
existing income tested pensions; the Norwegian Communist Party came
forward with a proposal in line with this in 1946. The Labour Party
Government also backed this assistance option in its reports, which was
in line with the party's stand in 1935. Secondly, the line of
unconditional c^itizenship model, which was proposed by the Agrarian
Party in 194722 (Pettersen 1987, 31-33).

2t

The politicians of the Norwegian govemment were in exile in London during the
war years. It has been said that these politicians were quite heavily influenced by
ideas of Keynes and Beveridge (cf. Kuhnle 1983, 155; Mathiesen 1989,94-95): a
claim which is quite convincing in the light of the basic tones of the Joint Programme.

" Th" Agrarian Party was especially interested in abandoning the deduction of
national pensions on the basis of property (Hatland 1992,72).

l8l

All bourgeois parties advocated in favour of this citizenship model,
which gave preference to the inclusion of the remaining 20 per cent of
better-off elderly in the national pension scheme. According to their
view, universal flat-rate pensions will not punish people who want to
continue working in their old days, and in this way the whole national
economy will benefit in days of labour force shortage. Further, flat-rate
pensions would stimulate private saving and private pensions, because
there would be no fear of losing the statutory pension. The citizenship
model was also supported by referring to the idea of child allowances,
which were introduced unanimously in 1946 (Pettersen 1987, 32-33).
However, the confrontation between socialist and bourgeois parties was
not a very sharp one. The Christian People's Party agreed with the
Labour Party Government in giving priority to the introduction of
disability insurance. Moreover, in the Labour Party there were
members who had sympathy for the citizenship model (Seip 1981, 54;
Epland 1987,114-ll5; Hatland 1992). According to them pensions
should not be poor relief but the right of every member in society.
Secondly, this fraction saw that the citizenship model should not be
left to bourgeois parties as the voting card in next elections.

An important step was taken towards the citizenship model in 1952. In
this year, the geographical gradation of minimum pensions was
abolished, and as a consequence, everyone became entitled to the same
minimum pension, irrespective of residence. Particularly, the
Conservatives and the Agrarian Party had demanded it, because they
regarded it unfair to the rural districts, where both parties had a
considerable backing (cf. Pettersen 1987, 36). In addition, the Standing
Committee on Social Affairs of the Storting, including the
representatives of the Labour Party, pressed the Government to give a
proposal for abolishing the income test.
Yet, the Government kept its traditional line and maintained that the
raising of the level of income-tested benefits was a first priority. In
spite of this, the Standing Committee on Social Affairs put forward a
compromise proposal were the abolition of income testing was
suggested within a time of four years from 1954 onwards. At the
same time, the level of minimum provisions would be gradually
increased.

Although this compromise between political parties had been reached,
the Conservatives made their own proposal for dropping the income
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test in 195523. The proposal included the abandonment of income
testing from the first of January in 1956. The abolition was justified
by arguments also shared by the Norwegian employers' confederation.
The arguments for abolishing income testing were:
- It would simplify administrative routines
- It would give incentives to group pensions and savings, and would
not decrease the willingness of the elderly to work.
- It would not subsidize rich people, because pensions were taxable
income.

However, the Conservatives stood alone with their proposal, because
other parties regarded it as a deviation from the political agreement of
1954. No party was willing to give the Conservatives the glory of
being the spokesmen for the citizenship model (Pettersen 1987, 40-46).
The party political compromise, which was achieved in the Standing
Committee on Social Affairs, materialized in the Government's bill of
1956. This bill included the simultaneous abolition of income testing
and the increase of minimum benefits. The introduction of disability
insurance was not, however, carried out. The bill was handled in the
on Social Affairs without dispute, but in the
Standing
, the Communists, who had no representative in the
Standing Committee on Social Affairs, made a suggestion that the
whole bill be rejected (Pettersen 1987, 48).

The opposition of the Communists was one of principle: they
considered that pensioners should be treated individually to create
greater material equality. Further, they could not accept the transition
from tax financing to premium paying, included in the Government's
bill. They criticized the Labour Party for having given up its old
principles in favour of tax financing. The Agrarian Party was also
dissatisfied with the proposed financing. It argued for a diminution of
the municipalities' share of the financing and an enlargement of the
proportion of the State. The bill was, however, adopted and the act
became effective in 1959 (Seip 1981, 54-56; Pettersen 1987,46-52).

" Th. Con."*ative

Party was the first party in Norway to write down the citizenship
model in its programme (cf. Hatland 1992,73).

Th" Od"lrrirg is a subdivision of the Norwegian legislature; in a way a second
chamber of the Storting.

'o
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The implementation of the citizenship model in 1959 had important
consequences for other provisions, too. In particular, this holds true
for the coordination of group pensions and national pensions. As long
as group pensions were income tested, i.e., blocked the reception of the
national pension, group pensions were, as a rule, an alternative to
public social security (gross arrangements). The doing away of income
testing in 1959 meant that people entitled to group pensions would get
a double pension. To prevent this, the Pension Coordination Act was
introduced in the same year. Since the introduction of this act, the
group pensions for public employees have taken the nature of
supplementary pensions. All in all, the abolition of income testing
marked a considerable push for the expansion of public and private
group pensions.
The bourgeois parties experienced the reform as a victory. They felt
that they had now shown the utility of social security also to their
wealthier voters, the upper middle class and the larger farmers in
particular, who had so far only paid for social security without getting
anything in return (Pettersen 1987,52-53). The employers were also
satisfied with the reform, because it encouraged economic activities and
made company-level pensions possible. The Labour Party benefited in
that the entitlement to flat-rate pensions was not inhoduced before the
income-tested minimum pensions had been increased a good deal. Yet,
the reform was carried out before disability insurance was
implemented.

The blue-collar workers' organization LO was also satisfied with the
citizenship model, because it made it easier to build group pensions,
about which negotiations were going on between the central
organizations in the labour market. However, in the late 1950s some
in the LO were dissatisfied with the national pension scheme, its
flat-rate benefits and financing, in particular. It was considered that
the LO's low paid members were financing the national pensions of
farmers, fishers and the inactive population. Therefore, some in the
LO saw that the organization should give preference to labour market
pensions, which did not cover the whole Norwegian population (West
Pedersen 1990, 49). A strategy very similar to that of the Finnish LO,
as we shall see.

The abolition of income testing established the citizenship model as the
primary principle in the Norwegian national pension scheme, and as in

184

Sweden, there was no tension between the assistance and citizenship
elements in pension provision.

4 Finland
In promoting the idea of social insurance in late l9th century Finland,
State bureaucrats and experts played a key role. According to their
view, social policy was a State activity the objective of which was to

mitigate the struggle between the bourgeoisie and the working class as
well as to tame the spread of socialism among the working class
(Turunen 1987,197-199; Kalela 1989,29). In Finland, which was one
of the most agrarian and rural countries in Europe at the turn of the
century, this idea of mitigation of class antagonism was extended to
the relationship between the landowners and the landless population
(Alestalo & Uusitalo 1986, 200; Alapuro & Alestalo 1992,79-81).
However, according to the Bismarckian exemplary, the first committee
proposals called for old-age and invalidity schemes of insurance type,
covering all workers, whereas the solution of the social question of the
rural population was based on poor relief, and later on the work
performed by the independent peasantry (Karisto et al. 1984, 259-262;
Niemelii 1988,28-32: Heinonen 1990, 54-66).

The Finnish Social Democratic Party, which gained 40 per cent of the
seats in the first parliamentary elections in 1906 and the absolute
majority in the elections of 1916, pursued social reforms and claimed
compulsory sickness, disab![ity and old-age insurance covering all
workers in its programmes". Other Finnish political parties made
analogous propositions, too (Kangas 1986, 4l-44). However, though
there was this widespread consensus about social policy measures on
the programme level, no concrete steps were taken towards the
25

A pecoliu. feature of early Finnish Social Democracy was a predominance of the
political movement with an enornous rural support. The Social Democratic Party did

not have any organizational base among the trade unions, the membership figures of
which were very low compared to the other Scandinavian nations and did not exceed
the membership figures of the party. Hence, this gap between the political movement
and the trade unions weakened the capacity of the Finnish Social Democracy to push
through social reforms, and made the Finnish working class movement focus more on
the state than on direct confrontation with the employers (cf. Alapuro 1985b, 101-102;
Kettunen 1986; Heinonen 1990, 79-80).
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implementation of social insurance prior to the Civil War of 1918 (cf.
Niemel?i 1988,36-37; Alapuro & Alestalo 1992, ll3-115).

The limited scope of social reforms and the reluctance of the upper
to consent to social reforms was one of the factors behind the
Civil War, which ended in the total defeat of the working class and
landless proletariat (Alestalo & Uusitalo 1986,200; see also Alapuro
1988, 150-160). During the interwar period the bourgeoisie had an
exceptionally strong and hegemonic power position in comparison with
the other Scandinavian countries, and the Finnish society was ruled by
old conservative bureaucracy, the political right and the Agrarian Party
(cf. Alestalo & Kuhnle 1987,29-30). Due to the agrarian structure of
society and its middleman role in the Finnish political system, the
Agrarian Party was in a very special and strategic position, which was
also reflected in a central dispute on social policy during the interwar
classes

period.

The dispute was about whether to enact universal old-age and disability
insurance or whether to enact sickness insurance for wage earners
(Niemelii 1988, 35-36; Kangas 1990, l7). Sickness insurance for wage
earners was promoted by the Social Democrats and the Liberals as well
as by some civil servants. In contrast, the Agrarian Parly rejected
sickness insurance on the basis that the farmers and self-employed
persons were left uncovered, and together with the Conservatives and
employers it gave priority to old-age and disability insurance (Mannio
1967, 74-75; Mansner 1981, 438-441).
The power of the latter coalition was strong enough to vote that the
sickness insurance proposal be tabled in Parliament, and to meet the
agtarian and the employers' demands to implement universal old-age
and disability insurance in the first place. Hence, the emphasis on
rural aspects of the Finnish occupational structure gave preference to
universal old-age and disability insurance instead of sickness insurance
for wage earners (compare Mannio 1967,93; Niemelii 1988, 35-36;
Kangas 1990, 17-18). The simultaneous growth of the agricultural and
industrial proletariat created conditions for the solutions of the pension
security, in which the idea of universal national insurance had a central
position.

The implementation of old-age and disabilit5r insurance was a part of
the programme of the first coalition government between the Social
Democrats and the Agrarian Party that was formed in 1937. However,
in spite of this compromise, the different position of the Social
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Democrats and the Agrarian Party labelled the parliamentary hearing of
the Government's bill. The disagreement concerned the level of
benefits in the urban areas and in the countryside as well as how the
financial burden should be divided between the wage earners in cities
and the farmers in the countryside (Soikkanen 1984, 129-130). This
was, in a way, a socio-geographical battle.

The Social Democrats were able to get their stand on tax-financed
pensions accepted only in part. In other words, the tax-financed
pensions based on the assistance model were added as supplements to
the pension proposal, which otherwise was based on the insurance
principle. In spite of this, they regarded the Government's bill as a
great social reform. The Agrarian Party together with the
Conservatives and the employers supported the insurance principle and
were strong enough to push their stand through (Heinonen 1990, ll5l 18).
However, in the parliamentary hearing, the Agrarian Party was the
most critical, and it considered pensions unfavourable to the rural
population and the financial burden too heavy for the independent
smallholders (Niemelii 1988, 50). Irrespective of this criticism, it
consented to this national pension reform, because it was not willing to
give it as a voting card for the Social Democrats. Further, the
objection of the national pension scheme would have endangered the
co-operation with the other coalition partner in the Government - the
Social Democrats (Soikkanen 1984, 130). All in all, the national
pension scheme adopted in 1937 was a compromise between the
Agrarian Party and the Social Democrats (cf. Heinonen 1990, 116)'

Due to the compromise, the nucleus of this first national pension
scheme was made up by the insurance type of pensions. These
contributory pensions were complemented by the tax-financed pension
supplements that were paid according to the assistance model (Niemelii
1988, 56-67). Principally, the act covered the whole population, which
reflected the peasant inheritance and the backward rural structure of the
Finnish society in the 1930s, as did the first pension acts in the other
Scandinavian countries, as well.
However, it did not cover people who were pennanently disabled or
got disabled under the age of 18. Further, owing to the big transition
period all people who were 55 or older when the act came into force
were left uncovered. The financing of the system was based on
contributions paid by the employers and those insured' The funds
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accumulated by this contributory system were mainly invested in the
State-owned power plant industry. A centralized institution, the
National Pensions Institute (nowadays called the Social Insurance
Institution), was established to administer the pension system under
parliamentary supervision.

The consequences of this nominally universal pension scheme were
more principal than practical, because the first old-age pensions were
paid out as late as 1949. Furthermore, in the early 1950s only 14 per
cent of the Finnish elderly were entitled to old-age benefits (Kangas &
Palme 1989, 6). As regards the level of benefits, the war-time
inflation undermined their value and the income-tested parts of the
system gradually became the most significant component.
Because the implementation of the first national pension act began
during the war time, it was subject to sharp criticism. Particularly, the
level of benefits and funding damaged by inflation were criticized by
almost every political party. Yet, we can say that the Social
Democrats and the Agrarian Party agreed with the national pension
system in principle, whereas the Conservatives and the employers
began to criticize it in the late 1940s and the early 1950s.

Moreover, the Social Democrats and the Agrarian Party supported the
investment of accumulated pension capital in the State-owned
enterprises in northern Finland, but the Conservatives and employers'
organization objected to it. Especially, the employers in the private
sector suspected that the investment policy of the National Pension
Institute would lead to a State-directed industry (Niemelii 1988,73- 75;
Mansner 1990, 457).

In this political context, a commission, the Social Insurance
Commission, presented its proposal for the reform of national pensions
in 1954. The commission was appointed in 1945, and had an objective
to scrutinize the further development of the Finnish social insurance
system. ln 1947 the commission pointed out that there were no
economic possibilities to built up a centralized social insurance system
in the near future. Due to this, the social insurance system should be
built up step by step (KM 1954:8, l-5).
The commission also had difficulties in weighing the reforms. It did
not find unanimity about whether to adopt sickness insurance or to
reform the national pension scheme. As earlier, this controversy over
the priority of the reforms was the one between the Social Democrats
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and the Agrarian Party. The Social Democrats wanted to enact
earnings-related sickness insurance for wage earners, whereas the

Agrarian Party together with the Communists preferred the reform of
the national pension scheme (Niemelii 1988, l0l; Heinonen 1990,166).
Yet, the committee decided to work out a proposal for a national
pension reform, because the sickness insurance plans were regarded
technically and principally inappropriate by the labour market
organizations and experts (cf NiemeH 1988, 89).
The commission, which worked in four divisions, wrote down three
alternatives for plans to reform pensions. In the first place, pensions
targeted to needy people without much of income and assets. In the
second place, unconditional flat-rate pensions, to which everyone was
entitled, regardless of class and wealth. Finally, pensions of insurance
type, which were tied with work income and contributions paid (KM
1954:8, l5-16; Ahtokari 1988,208). Every alternative had support
within the commission, and the proposal came to be a compromise.
The commission suggested an alternative which combined the incometested assistance model and the insurance principle. The insurance
type pensions, however, would make up the nucleus of the pension
system proposed. The insurance component of the system would rest
on contributions paid by those insured and the employer. As in the act
of 1937, employers would pay half of the premium for their
employees. Public revenues would be channelled to cover expenditures
on the income-tested amount (KM 1954:8,19-20).
To put it shortly: the commission proposed a universal pension
system, which integrated premium payment and individual social
condition (poverty) as rights to pension, whereas citizenship as a
pension right seems to be lacking. The idea of the proposal was to
unite pension policy interests of two major socio-economic classes in
Finland in the 1950s: the agricultural population and the wage earners.
On the one hand, to provide income-tested minimum pensions for the
agricultural population and, on the other hand, to give an opporhrnity
to develop earnings-related pensions for the wage-earning groups.
During the parliamentary process, the bill of the coalition government
between the Social Democrats and the Agrarian Party, which renewed
the commission's standpoints, was radically changed. A representative
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of the Agrarian Parfy, V.J Sukselainen26, made a suggestion that the
citizenship model should replace the insurance type pensions. In
contrast to the pafi's
stand in the Government, the Agrarian Party
\1 "
now considered"' that the new national pension system should secure a
flat-rate basic pension to every elderly within the country. In other
words, a similar change of national pension scheme that took place in
neighbouring Sweden in 1946 (Niemel?i 1988,92-93). Furthermore, the
party was convinced that flat-rate benefits were the most profitable for
its main backing group - the agrarian population.
The Communists also agreed with the proposal. They had opposed
premium payment and demanded tax-financed national pensions, and
consequently, they had no major obstacles to joining the Agrarian
proposal. Additionally, pensioners closely affiliated to the party
demanded the citizenship model in their mass meetings (cf. Niemelii
1988, 102; Heinonen 1990, 192). The Swedish People's Party also
backed the citizenship model, which probably depended on the pressure
that the agrarian wing was capable of putting within the party.

In addition, the Conservatives were divided in their attitudes, although

the employers' confederation (STK) had pressed the party's
parliamentary group to adopt the insurance principle, which the
Government proposed. Yet, during the examination of the Government
bill in the committee, one Conservative representative voted with the
government - the insurance principle - and another representative from
the agrarian wing of the party voted for the proposed new alternative the citizenship model (Ahtokari 1988,212-213; Niemelti 1988,92-93;
Mansner 1990, 458).

The Social Democrats and the Liberal Party could not accept the
proposed equalization of contributions paid and insisted that the
26

Sukrelainen was recently appointed general director of the National Pensions
Institute. ln 1946-1949 he was involved in the hansformation of the child allowance
system to cover the whole population instead of only wage eamers, which was hrstly
proposed by the employers' federation. This scheme was to be an important form of
income transfer, in particular to the large agrarian population, which partially lived in
the barter economy and had a high birth rate (see Sukselainen 1948,9-17; Hertzen

1948,220-224).

" Y"t, within the Agrarian Party, there had not been any major ventilation about how
the new national pension scheme should look like at the time when the coalition
Govemment submitted its proposal (compare Niemelii 1988, 92).
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benefits to be provided by the new act should have some relationship
to contributions paid. They further argued that unconditional flat-rate
benefits would imply a huge transfer of income from the wage-earning
population into the hands of the agricultural population, because the
financing of the transformation proposed was based on equal
contributionS,"i.e., taxes, for which wage earners mostly took
responsibility'".

Both the blue-collar workers' central organization SAK and the whitecollar workers' respective organization HTK agreed with the stand of
the Social Democrats and the Liberal Party, and pointed out that they
could not accept the proposed alternation to the Government bill.
Lastly, they declared that if this matter was not settled according to the
Government views, they were obliged to solve the wage earners'
pensions problem through other channels (Niemele 1988, 97).
The other controversy in the parliamentary reading was about the level
of the income-tested assistance amount and expenditure: the most
expensive proposal was twice as costly as the original Government bill.
In this issue, particularly the Social Democratic ministers and the
parliamentary group of the parly were against each other. The ministers
preferred the more economical alternative, whereas the Social
Democratic representatives took a more generous line. The
Government did not want a government crisis in this matter, and left
the issue in the parliamentary negotiations.
The conflicts which appeared during the negotiations in parliament
were further increased owing to a combination of events: the
presidential elections, a general strike, and the forthcoming local
elections. The final outcome in 1956 was a national pension system
which combined an unconditional flat-rate pension and the incometested assistance amount, the level of which was according to the
Social Democratic representatives' contention (Alestalo & Uusitalo
1986,262; Niemelii 1988, 93-96).
The outcome satisfied the Agrarian Party and the Communists, who
had demanded the citizenship model. The equalization of contributions

'* It hu, been estimated that this horizontal income

transfer between the two
socio-economic groups, i.e., the wage eilrners and the agricultural population,
corresponded to about 40 per cent of contributions paid by wage eamers and their
employers in 1957 (cf. Mannio 1967,135-136).

l9l

made the Agrarian Parly content, because previous practice was
considered unjust as small agricultural employers paid for their benefits

alone while workers were helped out by their employers. In this
context, it is important to remember that almost half of the
economically active worked in agriculture in 1950 (cf. P<intinen 1983,
46).

The outcome was condemned by the labour market organizations, the
wage earners' representatives in particular, as the flat-rate and
income-tested benefits did not guarantee an adequate level of pension
security for wage earners. This discontent with the reform was further
heightened by the fact that the harsh income testing of the assistance
amount effectively stopped any effort to develop voluntary group
pension security for wage earners" (cf. Kuusi 1964, 198).

In this respect, the national pension reform in Finland contrasts itself
with the reforms in Sweden and Norway, where the abolition of
income testing was a remarkable push to develop group pension
security. Another difference between Finland and them was the
modesty of the citizenship model within the pension system, the core
focus of the national pension system in Finland still remained on the
assistance model as in Denmark (compare Palme 1990,77).

5 Comparative

Analysis

This chapter described the emergence and the changes of the
Scandinavian national pension schemes with the main emphasis on the
period from the early 1940s up to the late 1950s. Despite the
country-specific differences, the major change during this period was
that all national pension systems acknowledged citizenship as a
primary basis of pension right.

In this section we try to go beyond historical narrative by putting these
national reforms in a more systematic comparison. First, we give a
picture of how every national pension scheme alternated during the
29

It should be remembered that the Social Insurance Committee had proposed
privileged voluntary pensions when granting the assistance amount (KM 1954:8, 44).
Thus, also in this respect, the outcome of the parliamentary reading was reverse to the
committee proposal.
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dimensions of pension systems. Second, we compare the positions of
the three major political blocs - business, labour and farmers - in each
Scandinavian country in a systematic way, once again using the
dimensions developed. Finally, we summarize political coalitions
behind the major reform in each country.

The transformation of the national pension systems can be illustrated
by the following table, which locates the national pension schemes in
provision, administration and financing dimensions at the beginning of
the 1940s and in the late 1950s, i.e., we compare the situation at the
beginning and at the end of the process.
Table 23. The Scandinavian National Pension Schemes in the early 1940s and
their Change up to the late 1950s

PROVISION
The early
1940s

Denmark

Finland

Norway

Sweden

Assistance

Combination
of universalized group

Assistance

Combination
of universalized
gIoup

Combination
of citizenship
and assistance

Citizenship
model

Citizenship
model

Cenhalized
to State level

Decentalized

Cenhalized

model

model

lnsurance
and assistance

lnsurance
and assistance
models

The late
1950s

Combination
of citizenship
and assistance
models

ADMINISTRATION

earlv
1940s

The

Decentralized
to municipal
level

models

models

to municipal
level

to State
level with
municipal
pensron

commlttees

The late
1950s

Decenhalized

to municipal
level

Centralized
to State level

Cenhalized
to State level

Centralized

to State

level with
municipal

pensron
committees

FINANCING
The early
1940s

The late
1950s

Pay-as-you-go
system,
State

Funding

Pay-as-you-go Mixed

employers

tnparhte
financing

Statq,.
mumclpalities

Pay-as-you-go
system,

Pay-as-

system,
insured,

Pay-as-you-go Pay-as-you-go

system,
State

system,

tripartite
financing

system,

tripartite
financing

system,

you-go-sys-

tem, State,
insured
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The pension systems in Denmark and Norway were based on
income-tested assistance models, whereas the Swedish and Finnish
pension systems combined universalized group insurance and assistance
features in their pension provisions at the beginning of the 1940s. By
the notion of the universalized group insurance model we refer to the
Bismarckian type of contributory pension system, which covered the
whole population. In the Danish and Norwegian income-tested pension
schemes the level of pensions and administrative routines were carried
out by municipal authorities in the early 1940s. In Sweden and
Finland, on the contrary, the pension systems were centralized to the
State level, although municipal pension committees played a major role
in the Swedish context.
The main outcome of the political decision-making process in
Scandinavia during the late 1940s and the 1950s was that the pension
system converged in the respect that being a citizen was recognized as
a primary basis of pension right. The citizenship based pensions
implied that everyone would be treated equally irrespective of their
class and wealth. In practice this meant that the pensions paid out
were equal to everybody.

In Sweden and Finland, the citizenship model replaced the old features
of group insurance model in the pension provision, and in Norway and
Denmark old assistance features diminished. However, only in Sweden

and Norway was the citizenship model completed, whereas in Danish
and Finnish provision there still was some tension between assistance
and citizenship elements. A tension which came to be important in the
later pension debate on the introduction of earnings-related
supplementary pensions and their compatibility with national pensions.

All

Scandinavian national pension systems were pay-as-you-go schemes

in the late 1950s. This was not a radical change in the Danish and
Norwegian context, but in Finland and Sweden the last insurance
features of national pensions were abandoned, and, as in Denmark and
Norway, their pension schemes became more type of an assistance than
an insurance. In fact, this happened in Sweden as early as the mid1930s. The Scandinavian countries, with the exception of Norway,
maintained their old administrative structures in the late 1950s. As can
be noticed from the table, Norway replaced its old municipal pension
administration by a centralized State institution in 1959.
The major political actors effecting the aforementioned transformation
of pension legislation in the Scandinavian nations can be presented in
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the comparative scheme. This scheme emphasizes political actors,
which are bound in the tripolar class structure of the Scandinavian
societies - the Conservative Parties, the Agrarian Parties and the
Labour Parties. It differentiates the contentions of these parties at the
beginning of the process, in the early 1940s, and explains how they
may have changed during this process.

To describe the contentions of the parties we apply the same
systematic concepts by which we characterized the alternations of the
national pension schemes studied. The study of the parties' positions
is concentrated on the provision dimension, and administration and
financing is considered to the extent they were relevant in each
national context.

Table 24 gives a picture of the positions within the Scandinavian
bloc. It shows how the closest advocate of business interests,
the Conservative Party, had reacted to the national pension questions in
each country during the reform process.
business

Table 24. The Position of the Scandinavian Conservative Parties to the
National Pension Reform

Adminishation

Provision

Denmark

First position

Universalized

group insurance
model

Change to

Finland

Position

Citizenship
model

Combination
universalized

of

group insurance

Financing

Centralized
to State level

Funding system,

Decenhalized
to municipal
level

Pay-as-you-go
system, insured,

No clear

Pay-as-you-go
system, employers,

position

and assistance

insured

State

insured

models

Norway

Position

Sweden
Position

Citizenship
model

No clear

Citizenship
model

No clear

position

position

Pay-as-you-go
system, insured,
State

Pay-as-you-go
system, State
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In all countries with the exception of Finland, the Conservatives
accepted citizenship based pensions. In Denmark, they were in
principle supporters of the insurance type of pension scheme, but in the
early 1950s they came to suspect the huge influence that the pension
funds would give the State if an obligatory insurance system was put
into effect. Therefore, they backed the old assistance model in the
early phase of the reform process, but later they accepted the
citizenship model with the old municipal pension administration, which
the Radical Liberals and the Social Democrats pushed for.

An interesting aspect of Danish pension policy is that the
Conservatives together with the Agrarian Liberals have made a point of
the insurance principle, but in concrete decision-making situations they
have defended the assistance model. However, the citizenship model
was accepted, because it was seen to provide advantages also to those
who were better off - the urban petty bourgeoisie in particular - which
the old assistance model did not. In a way, the citizenship model with
its unconditional benefits renewed the old insurance analogy, since all
people who had paid contributions, in the form of taxes, received
benefits, irrespective of their class and wealth.
Furthermore, the financing of national pensions mostly on the basis of
the tax-financed approach kept the burden of small-scale Danish firms
minimal, and made the Conservatives more positive towards the
national pension reform. It should be added that the Danish
Conservatives got a State guarantee for individual insurance and a
proportional national pension contribution as concessions for their
approval. Thus, intentionally or unintentionally, the consolidation of
citizenship model promoted the spreading of the individualized
insurance model in Denmark.

In Sweden and Norway, the argumentative logic of the Conservatives
was the same as that of the Danish party. They opted for widening
the coverage of national pensions for every citizen, because they
regarded this as beneficial for their core constituency, i.e., those who
were better off, which had been excluded in previous income-tested
assistance arrangements. As a matter of fact, the civil servants were
first to propose the abolition of income testing in Sweden, but the
Conservative members were, nevertheless, ready to join this option at
short notice. In Norway, the whole bourgeois bloc led by the Agrarian
Party was the major spokesman for the citizenship model.
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In contrast to the other Scandinavian nations, the Conservative Party in
Finland was a supporter of the insurance type of national pensions,
which reflected the old self help ideology, according to which
everybody had to pay for his pension. However, it is a historical fact
that not even in Finland did the Conservatives unanimously prefer the
insurance principle. The agrarian aspects of the Finnish occupational
structure were reflected in the parliamentary hearing in such a way that
one representative of the Conservatives voted for the citizenship model.
Thus, it was peculiar to Finland that it was not so much the votes of
those with higher incomes that counted but rather the votes of a large
agrarian population.

From the business pole, we turn our attention to the farm pole and its
political representatives - the Scandinavian Agrarian Parties.
Table 25. The Position of the Scandinavian Agrarian Parties to the National
Pension Reform

Provision

Denmark

First position

Universalized

Finland

First position

Norway

Position

Sweden
Position

Centralized

Funding system,

to State

Citizenship
model

to municipal

Universalized

No clear

Mixed system,
tripartite

No clear

Pay-as-you-go
system, State,

group insurance

model
Change to

Financing

group insurance
model

Change to

Administation

Citizenship
model

level

Decentralized

level

position

position

insured

Pay-as-you-go
system, State

financing

insured

Citizenship
model

to State level

Centralized

Pay-as-you-go
system, State

Citizenship
model

Centralized
to State level

Pay-as-you-go
system, State

The overall picture emerging is that the Scandinavian farmers were
positively inclined towards the citizenship model. Moreover, the
farmers and their political advocates were keen to call for State
financing of the pension bill. This must be seen against the
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background that the Scandinavian farmers were like seasonal or rural
wage earners and pension contributions were many times an
unacceptable burden for them to carry. Moreover, small- and mediumsized farms in Scandinavia were often labour-intensive economic units,
and hence State-financing was consistent because it eliminated the need
for a special employer's contribution.

In Finland and Norway, the Agrarian parties were the first ones to
propose a flat-rate basic pension for every citizen. Yet, the Finnish
Agrarian Party initially supported the insurance principle, but during
the mid-1950s it changed its position in favour of the citizenship
model. The party's support of the insurance principle can be
interpreted as reflecting short-term interests. During the 1930s it was
more conservative and its following more structurally diverse, including
elements of the larger farming population. For larger farmers the
contributory pensions were seen as a rational solution because they
reduced the State's burdens by tapping resources other than general
taxes. Moreover, contributory pensions were in line with the ideology
of social insurance during the 1930s and 1940s, which called for
people to reap the full measure of their own efforts (cf. Niemelii 1988;
Heinonen 1990).

However, farmers came gradually to regard contributions as too heavy
a burden to carry, and in the mid-fifties the Agrarian Parly abandoned
the idea of contributory pensions and considered that the citizenship
model with its flat-rate benefits suited people in the countryside better.
It should be noted that a personal factor also played a certain role in
this change. A representative of the Agrarian Party who proposed the
abandonment of the insurance principle in the Finnish Eduskunta was a
recently appointed general director of the National Pensions Institute,
and according to his view the insurance principle was a technique of
private insurance but not of social insurance (cf. Niemela 1988, 74).

In Sweden, the class interest of farmers played a vital role, and

the

Agrarian Party without hesitation adopted the citizenship model
proposed by the civil servants and advocated by the Conservatives. The
fact that farmers' interest played a central role in the introduction of
universal coverage ofthe first national pension act of 1913, and that
the Agrarian Party demanded elimination of cost gradations of national
pensions during the interwar period, sheds more light on the party's
willingness to adopt the citizenship model. In a sense, the
implementation of the citizenship model was a victory for the Agrarian
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Party's stand that pensions should be equal, irrespective of the place of
residence (cf. Elmer 1960, 129).

- the Agrarian Liberals
the first
had
modified
- together with the Danish Conservatives
pension scheme, based on the principles of the assistance model, and it
had been promoting the insurance principle in pension legislation in the
interwar period, to a large extent reflecting the more liberal and
export-oriented engagement of Danish agriculture in comparison to the
other Scandinavian countries. Yet, like the Finnish Agrarian Party, it
gave up the support of the insurance principle, and accepted the
citizenship model as part of a larger pension policy compromise in
At the turn of the century the Danish Agrarians

19s5-56.

This change can be partially interpreted in terms of the party's
constituency. It was calculated that prosperous farmers - important
voters of the Agrarian Liberals - stood to gain most from the flat-rate
pensions. Moreover, the Agrarian Liberals were initially positively
inclined towards flat rates in the sense that they eliminated a cost
gradation of pensions, making pensions equal in the towns and the
countryside (cf. Baldwin 1990, 151), a standpoint that is common to all
Agrarian Parties in Scandinavia.
The Danish Radical Liberals, representing more of the smallholding
farming population than the Agrarian Liberals, backed the citizenship
model more consistently. It had demanded tax-financed, flat-rate
pensions since World War II, because it was able to see how much
flat-rate benefits mattered in rural areas.

To conclude: the Scandinavian Agrarian Parties were among the
pioneers to claim and put the citizenship model into effect. Due to its
determination of benefits (flat rates) and the financing method (State
taxes) the citizenship model was seen as the optimal solution. The
flat-rate formula mattered, especially because it abolished the deduction
of pensions on the basis of landed property and made pensions equal
in size between the countryside and the towns.
When we consider the representatives of the labour bloc, we find their
positions more critical of the citizenship model than the positions of
business and farmers. Moreover, the labour bloc presented no clear
standpoint on the administration dimension. Since the representation of
the working class is divided into two political parties, the Communist
Parties and the Social Democratic Parties, we review their standpoints
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separately. It should be born in mind that the backing of Communist
Parties in Scandinavia was great just after the Second World War and,
especially in Finland the Communists and the Social Democrats had
appeared as quite evenly balanced labour parties.
Table 26 presents the standpoints of the main representative of the
labour pole - the Social Democratic Parties.
Table 26. The Position of the Scandinavian Social Democratic Parties to the
National Pension Reform
Provision

Financing

First position

Assistance

model

Pay-as-you-go
system, State

Change to

Citizenship
model

Pay-as-you-go
system, State

First position

Assistance

Pay-as-you-go
system, State

Change to

Combination
universalized

Denmark

Finland

model

of

gtoup insurance
and assistance

Mixed system,
employers,
insured

models

Norway
First position
Change to

Sweden

First position

Assistance

Pay-as-you-go
system, tripartite financing

Citizenship
model

Pay-as-you-go
system, tripartite financing

Combination

Pay-as-you-go
system, State,
insured

model

of citizenship

and assistance
models

Change to

Citizenship
model

Pay-as-you-go
system, State,
insured

The initial positions of the parties were in favour of the assistance
model in each country. In Sweden, the Social Democrats supported a
combination of citizenship and individual social condition as primary
basis of pensions in the first place. But during the process, they came
to accept citizenship as a primary basis of pension right. In Denmark
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and Norway, the parties leaned on supporting the assistance type of
pensions, but in the mid-fifties they changed their standpoints in favour
of the citizenship model.

In Denmark, the Social Democratic Party was as a matter of fact the
first party to propose equal citizenship pensions - up to the level of
two-thirds of medium income. Though trade unions backed assistance
type of pensions and reluctantly accepted the citizenship model only
after negotiations with the Social Democratic Party.
In Norway, the Labour Party accepted the citizenship pensions as part
of a larger pension policy compromise, in connection with which the
level of assistance type of pensions was raised. Already before the
war the Labour Party considered income testing as a political
instrument for elevating the low level of national pensions before any
extensions of coverage, i.e., the inclusion of those better off, could be
made. As the national pension scheme was tax financed, the
determination of the pension level was a question of political will
rather than of the individual's ability to pay contributions.

The Finnish Social Democrats shared the same position as their sister
parties in the initial phase, but in the mid-1950s the major options in
Finland were the universalized group insurance model or the
citizenship model. In such a situation, the Finnish Social Democrats
chose the former option, which they evaluated as the best way to
develop earnings-related pensions for the expanding wage-earning
categories. In contrast to the other Scandinavian countries, where the
dilemma of Social Democracy was that of the relationship between the
assistance and citizenship model, in Finland the respective dialogue
was between universalized group insurance and the citizenship model.
Thus, the Finnish conflict resembled the old division between the
Social Democrats and the Agrarian Party on the question whether to
develop social provisions to the whole population or whether to prefer
the wage earners.
Hence, the Social Democrats in Scandinavia were pro high pensions
targeted according to individual social condition. In Sweden and
Norway, the role of the Social Democratic Parties as "dominant
government parties or regent parties" since the mid-1930s further
strengthened this position. The Swedish and Norwegian parties were
obliged to safeguard State funds, and they were not keen on wasting
scarce economic resources on establishing equal pensions, irrespective
of the receiver's wealth and assets. However, this attitude changed
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during the decision-making process, and the parties more or less
reluctantly approved of the citizenship model.
Different factors contributed to this change in each national context. In
Sweden, the trade union movement and the internal pressure within the
party (pensioners' organizations) made it more positively engaged in
the reform. Also the competition situation with the Conservatives
further speeded this alternation.

In Denmark and Norway, the national pension reform took place ten
years later than in Sweden, and the increasing affluence together with
the growing number of blue-collar workers as recipients of group
pensions gave the Danish and Norwegian parties reason to favour an
end of screening and to ensure that workers were not deprived of their
claim for national pensions. Additionally, in Norway the LO was
negotiating a group pension scheme for manual workers with the
employers' organization NAF in the late 1950s. Finally, the fact that
small self-employed persons had their footing in both parties'
constituency, further spoke for the citizenship option.
In Finland, the Social Democrats expressed the same kind of ideas, but
they chose a different strategy. Instead of supporting the citizenship
model, indirectly promoting group pensions, they tried to use the
statutory way i.e., to adopt a universalized group insurance model. As
we have seen, they did not succeed and the Finnish national pension
provision combined citizenship and social condition as pension rights
with no reference to employment or occupational criteria.

It

seems that at least

in Norway and Finland the question of

employment-based pensions played a more important role in the
national pension reform than it had done in Sweden ten years earlier.
Nevertheless, an unconditional citizenship model was important for the
white-collar workers' pension plans in Sweden, too. Moreover, it
should be noted that simultaneously as Denmark, Norway and Finland

implemented their national pension reforms in the mid-1950s, the
Swedish Social Democrats had a heated discussion on how to arrange
employment-based and earnings-related supplementary pensions for
wage earners.
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Table 27. The Position of the Scandinavian Communist Parties to the National
Pension Reform
Provision

Financing

First position

Assistance

model

Pay-as-you-go
system, State

Change to

Citizenship
model

Pay-as-you-go
system, State

First position

Assistance

Pay-as-you-go
system, State,
employers

Change to

Citizenship
model

Pay-as-you-go
system, State,
employers

Assistance

Pay-as-you-go
system, State,
employers

Assistance

model

Pay-as-you-go
system, State

Citizenship
model

Pay-as-you-go
system, State

Denmark

Finland

Norway

Position

Sweden
First position
Change to

model

model

Table 27 points out the positions of the other wing of the Scandinavian
labour movement. At the beginning of the 1940s, all Communist
Parties were supporters of the assistance model. Furthermore, all of
them backed the financing of pensions through progressive State taxes.
The motivation behind this contention must have been the commitment
to material redistribution, which the Communist Parties expected the
assistance model and tax financing would bring with them. However,
with the exception of the Norwegian party the positions of Communist
Parties changed during the process; they gave up the assistance model
and accepted the citizenship model. In other words, they changed
material equality to horizontal, social equality in the provision
dimension, but maintained material redistribution in the financing
dimension by preferring progressive tax financing.
The Norwegian party was the most critical towards equal pensions for
every citizen and it rejected the principle to the end. Furthermore, the
parly was the first one to propose the elevation of income-tested
pensions after the war in Norway. Regarding the financing, the party
did not accept the proposed move towards contributory financing. It
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stuck to tax-financed pensions and accused the Labour Party for giving
up this old tradition of the labour movement.

The interest in the assistance model and the criticism of the citizenship
model within the Communist bloc must be seen in the context of their
core voting category - the manual working class. Since the manual
working class was largely covered by income-tested pensions of the
type of our assistance model, the Communists had little interest in
widening the coverage of these targeted pensions to the wealthier
people. Thus, the flat-rate pensions were, in principle, seen to be a
waste of resources that would be put to better use in helping the
poorest people. However, postwar prosperity and the acceptance of
horizontal equality made them concede to flat rates.

In Sweden and Finland, the pensioners' organizations, too, contributed
to the Communists preference of flat-rate pensions. The positive
statement of the Swedish LO on pensions as a civil right also
influenced the Swedish Communists to speak for flat-rate pensions. In
Finland, the abolition of contributory pensions were of utmost
importance to the Communists. The rural workers and smallholders
that made up a considerable part of the party's voters was seen to
benefit from tax-financed national pensions. Furthermore, in Finland
the choice was between the insurance principle and flat-rate pensions,
and in this situation the Communists supported flat rates. In other
words, in other countries the relationship between the assistance model
and the citizenship model was at stake, whereas in Finland the major
choice to be made was between the universalized group insurance
model and citizenship models.
Above we have given a systematic picture of the standpoints of the
three class blocs of the Scandinavian societies. Now we conclude
what the class coalitions behind the citizenship model are in the
different countries. In other words, how different interests joined to
push through or oppose the citizenship model in each country.
The overall pattern prevailing is that the winning coalition had its
roots in the agrarian structure of these nations. In most cases, the
leading force in the coalition was the agrarian population and its
political representative - the Agrarian Party. In Norway, the Agrarian
Parfy first proposed the citizenship model and, together with other
bourgeois parties, implemented this end.
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In the Danish case, a coalition of the Radical Liberals, a mixture of
urban intellectuals and smallholders, and the Social Democrats emerged
and enacted the reform. The Radical Liberals were the leading and
aspiring force within the coalition. The opposite coalition was a
Conservative and Agrarian Liberal alliance defending a more
insurance-based system; a position largely reflecting the liberal
inheritance of the Danish entrepreneurship and agriculture. In Sweden,
the Agrarian Parly spoke for flat-rate pensions in the interwar period
already and together with the Conservatives it made the somewhat
reluctant Social Democrats agree to the citizenship model.
The winning coalition in Finnish politics was deviant from the
neighbouring nations in that it had its roots solely in the backward
rural structure of the Finnish nation, which in comparison to other
nations was exceptionally large still in the 1950s. A communality of
industrial workers and smallholders, so typical of the other
Scandinavian nations according to many analysis, hardly existed in the
Finnish national pension reform. On the contrary, the Finnish national
pension reform was almost solely a feat of the Agrarian Parfy.
The adoption of the citizenship model meant that everyone was treated
equally, regardless of previous income. The old assistance model had
implied vertical, material equalify-, which treated pensioners individually
to create greater economic equality. Instead, the new citizenship model
claimed that all pensioners should be treated equally to create greater
social equality. Thus, social equality made its breakthrough at the
expense of material equality.
Hence, it should be remembered that though every citizen was equal in
terms of national pensions, there was a considerable degree of material
inequality between blue-collar workers and white-collar workers as well
as between civil servants and others in terms of voluntary pensions.
Thus, if the main question of the citizenship model was horizontal,
social equality, now the relative equality between different classes
became a core problem. The dilemma was how to reach this objective,
by the individual and group insurance models or by the work
performance model.
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Chapter 2:
The Breakthrough of the Work Performance
Model
The citizenship model was consolidated in all four countries by the
mid-1950s. The old-age provision was based merely on citizenship in
Norway and Sweden, whereas in Denmark and Finland it was a
combination of the citizenship and assistance models. Yet, despite the
differences in provision, the replacement ratios of national pensions in
relation to the average industrial wage nearly converged in the late
1950s. In 1960, the level of the national pension corresponded to
about one-third of the average industrial wage in each Scandinavian
country (cf. Kangas & Palme 1989,74).
The citizenship model implied horizontal universalism, an equality of
social rights concerning all people. The ideology of the citizenship
model saw the role of the State as a general guarantor of the national
minimum and it left room for voluntary individual or collective action
to provide more than the national minimum. However, this equality
was something like a myth in societies where people lived under
different material and social conditions. Therefore, even if people were
equal in terms of the flat-rate structure, the old economic and status
differences remained and provided unevenly balanced resources to
obtain additional pension security. This was clear in the case of civil
servants' and white-collar workers' group pensions. Hence, the better
organized and powerful groups of the labour force already had or were
pursuing earnings-related pension plans as a part of their wage
contract.

Dissatisfaction with flat-rate pensions became even more highlighted
because of the structural change taking place in the Scandinavian
societies. Industrialization and structural rationalization of small scale
farming caused a bereft of the traditional safety net of kinship
networks and landownership, whereas the share of people depending
on wage and salary income was rising. In particular, the population
working in the services increased after the war in the Scandinavian
area. Thus, the division of the labour force between those who had
private group pensions and those who had only national pensions as a
guarantee for their old-age security created social discontent. The
division was anchored in the class structure so that group pension plans
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were the most common phenomenon among the upper middle class,
whereas they only occurred sporadically among the working class.

In the present chapter we try to sketch a picture of how this social
discontent was settled in Scandinavia by the introduction of
supplementary pensions related to work performance. First we describe
the developments in Sweden and see if the Swedish supplementary
pension scheme worked as a model for other countries, and to what
extent societal actors in other countries learned from the Swedish
experiences. The Swedish supplementary pension case is given
priority, because it was the first statutory reform and it could have
served as a model for the other Scandinavian countries, too. Finally,
we present a systematic comparison, which exhibits the altemations of
the pension schemes, the standpoints of the major class blocs and the
coalition formation behind the scrutinized reforms in each country.

I

Sweden

In order to get an overall picture of the Swedish supplementary
pension process, we start with a "calender of pension policy" that
exhibits the main events in this area between l9M and 1973.
Table

28. Main Events in

Pension Policy in Sweden between 1944 arrd 1973

1944

A motion of the Social Democratic representative for statutory
supplementary pensions.

1946

National Pension Reform: Flat-rate pensions for every citizen.

1947

l9s

l

The first State committee to investigate the supplementary pensions

issue.

The second State committee to investigate the supplementary

pensions issue.

1954

A pension proposal of the employers' organization SAF for labour
market based group pension scheme.

1956

The third State committee to investigate the supplementary
pensions issue.

1957

A public referendum on different

alternatives.

supplementary pension

1958

A proposal of the Social Democratic Govemment for a statutory
supplementary pension scheme.

1959

Supplementary Pension Reform: Eamings-related supplementary
pensions to all wage eamers.
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1960

Civil servants' group pensions integrated with national
pensions and supplementary pensions.

r960

Group pension plan "ITP" for TCO organized white-collar
workers in the private sector negotiated.

1969

National pension supplement for pensioners with low or no
supplementary pension.

1973

Group pension plan "STP" for LO-organized blue-collar workers
in the private sector negotiated.

1.1 Supplementary Pensions as a Semi-Technical Labour
Market Issue
The first political initiatives to voluntary group pensions date back to
the 1920s. These initiatives only concerned voluntary group pensions
for white-collar workers and the State aid to guarantee or encourage
voluntary pension plans arranged by their employers. Most often the
political attention originated in Conservative quarters and in the
white-collar workers' organizations (Classon 1988, 150- 154).

It

should be born in mind that part of the private-sector employers had
arranged pension security for their white-collar workers through
pension foundations or pension funds. These pension arrangements
were common in the banking and insurance branches as well as in
mining. One of the oldest and largest of these pension funds was the
Svenska Personal Pensionskassar (SPP), which was founded in l9l7
(see eg. Molin 1967, 13; Classon 1986, 28-29).

In the labour market, the concern of blue-collar workers' pensions was
an important subject in the LO-congress of 1936. The unskilled and
low paid workers' organization, the shop assistants' union, demanded
an increase of national pensions and a lowering of the pensionable age.
The better paid and skilled workers' union, the metal workers' union,
made a claim that manual workers should have the same pension rights
as were enjoyed by white-collar workers. According to the metal
workers, the pensions could be achieved through negotiations between
SAF and the LO.
Because the big unions, among them the metal workers' union,
dominated the central LO since the 1940s, the LO gradually sensitized
to the earnings-related group pensions as one of vital concern to
workers. Accordingly, the LO became in favour of earnings-related
comprehensive systems and the option of flat-rate pensions, which the
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lower paid unions supported, was abandoned (Marklund 1982,62-73;
Nedelmann 1982, 104-105).

After the Lo-congress, the question of workers' pensions was at stake
in the negotiations between the LO and SAF within the Labour Market
Commission during the first half of 1944. The invitation to
discussions came from the employers but they broke down because of
the disagreement concerning the need for legislation. SAF insisted on
voluntary arrangements, whereas the LO considered that voluntary
arrangements of employers' plans would inevitably fail to include
many workers who needed coverage (Molin 1967,14-15:lHeclo 1974,
232-233).

The first motion that focused pubtic legislation as a solution to
workers' pension problem was set forward at parliamentary level in
1944, i.e., before the introduction of flat-rate national pensions in 1946.
The Social Democratic representative, Oskar Akerstr6m, came forward
with a proposal that legislative action should be taken to ensure a
necessary pension for all employees. According to the motion, the
employees' supplementary pensions should be linked to the national
pensions and the employers should finance about 70 per cent of the
bill. The pensionable age would be 62 years (Molin 1967, 9)'
The Swedish parliament (Riksdag) first tried to abandon Akerstr<im's
motion, but the Social Democratic representatives under the supervision
of prime Minister Per Albin Hansson made the Rilcsdag approve of it
and instigate an investigation of all possible alternatives to the
employees' pension problem (Molin 1967, 9; Classon 1986, 60)'
Instigating an investigation divided attitudes among the interest groups
concerned. The Pension Board, which answered for national pensions,
the employers and the white-collar workers' federation DACO (the
predecessor of the TCO) were against the investigatory commission,
whereas the Lo defended it and pointed to the modest results which
would be achieved through voluntary pension arrangements. Yet, the
LO took a stand for an enlargement of voluntary group pension plans
through negotiations within the Labour Market Board (classon 1988,
160-161).
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First Commissions
Although parliament had approved the motion in 1944, it took three
of Commerce, Gunnar Myrdal, instigated the
promised investigation'". The commission set up had nine members,
of which no one was appointed on political grounds. This setup
expressed the general assumption of the Ministry of Commerce that the
introduction of supplementary pensions would be a nonpolitical and
semi-technical question, which could be settled between the labour
market parties themselves (Heclo 1974,234).
years before the Minister

The commission submitted its final report in 195031, where it pointed
out that 29 per cent of the white-collar workers had insurance type of
group pensions, whereas the respective share was only 2 per cent
among blue-collar workers. Due to this fact the commission sketched
the basic principles of the general supplementary pension plan, where
pensions would be related to the work performance of the employee
and pension rights would be inviolable. The general supplementary
pension scheme would be linked with the existing national pension
system (SOU 1950:33; 70).

On the question of fund raising, the positions within the commission
diverged. SAF and other employers' advocates wanted a relatively
small fund, whereas LO members insisted that more than strictly
actuarial contributions should be gathered to the fund. Concerning the
legislation of the supplementary pensions, the opinions within the wage
earners' unions diverged. While the LO backed a statutory
arrangement, the lower white-collar workers' federation TCO urged
that no action should be taken until satisfactory means were found to

-10

Supplementary pensions were first considered a matter of private insurance, i.e.,
subject to the administration of the Ministry of Commerce. It was not until 1955 that
the supplementary pensions became a sociopolitical question, in that they were made
subject to the supervision of the Ministry of Social Affairs. In Sweden, the
supervision of private insurance is entrusted with the Ministry of Commerce, whereas
the Ministry of Social Affairs supervises the general social insurance. In Finland, one
department within the Ministry of Social Affairs supervises both lines of insurance.

-'1l

During the commission investigatory process, two parliamentary motions were made

inthe Riksdag. In 1946 the Swedish Liberal Party under the leadership of Bertil Ohlin

proposed voluntary pensions for the employees in the private sector. In 1947 and
1950, the representatives of the Agrarian Party demanded pensions for agricultural and
other entrepreneurs, because these groups were outside of the commission's
authorization (Molin 1967, I 1-13).
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coordinate the proposed statutory system with existing group pensron
plans. The different attitudes clearly reflected the degree to which the
members of each interest group were covered by group pension plans
already established (SOU 1950:33,275-284; SOU 1955:32; 45-46).
Self-interest also explains the stands of private insurance companies
and pension funds: they were critical towards any State involvement in
the supplementary pension business. The Pension Board also criticized
the commission's suggestion and maintained that, apart from the
national pensions, the State should not encourage any other
arrangements than individual pension insurance.

Surprisingly, the upper white-collar workers' federation SACO
expressed a positive attitude towards the pension scheme proposed.
Yet, like the TCO it underlined that no legislative action should be
taken until the relations between the proposed supplementary pension
scheme and the existing group pension plans were thoroughly settled
(SOU 1950:33, 275-284; SOU 1955:32; 45-46; Classon 1986,72-75\.
The second investigatory commission was authorizedby the Minister
of Commerce to prepare the supplementary pension question in l95l'
The appointment of the commission was speeded up by a declaration
of the LO congress, expressing a need for a quick legislative solution
rather than solution based employers' contracts. It should be noted
that within the Social Democratic Party it was suggested that workers'
pensions could be arranged through employers' contracts. The
chairmanship of the LO, however, abandoned the suggestion and
underlined to the party executive that the statutory way was the only
possibility, if the workers wanted inviolable pension rights (Nordin
1988,222-223\.
The new commission was made up of nine experts, five of which were
former commissioners. At this point, the representatives of the
political parties were asked to join the commission - a Social
Democratic and a Agrarian Party member were invited. The directive
of the commission emphasized that the statutory supplementary system
should cover all population groups, i.e., farmers and entrepreneurs, as
well. Additionally, the commission should carefully consider the
coordination of the national pension system and the planned
supplementary pension system (SOU 1955:32, 69).
The commission, the work of which had been hurried by the Social
Democratic Minister of Social Affairs, submitted its report in 1955.

2tl

The majority of the commission, the Social Democrats and trade union
representatives, repeated the LO's arguments that only a supplementary
pension scheme organized by the State would cover all employees,
form a part of an integrated pension system, be sheltered against
inflation and come into effect in reasonable time. The majority opposed
the possibilities of contracting out of group pensioners, and it renewed
the arguments of the first commission for a large pension fund.

The separate statements of the minority of the commission included ten
different proposals, the most important standpoints being the following.
According to SAF's representative no statutory system could be
accepted. He repeated the employers' previous stands and referred to
the SAF pension proposal of 1954 as a starting point for further
discussions. The representative of the Swedish Supervisors'
Association (SALF), also a Conservative representative, rejected the
statutory system, and demanded an increase in national pensions and
the abolition of income testing. He shared the view of SAF's advocate
that groups already having voluntary pensions should have possibilities
for contracting out of the proposed statutory supplementary pension
scheme (SOU 1955:32, 269-292).

In brief, the representatives of workers' interests - the LO and the
Social Democratic Party - demanded the work performance model with
a large pension fund, whereas the employers and the Conservatives
made a case for the citizenship model and the labour market based
group insurance model. The white-collar workers' federations, the
TCO and SACO, withheld their judgement until it was clear what
measures would be taken for their existing group pension plans.
Employers' Pension Proposal
After the first State committee suggestion was brought up, the..
employers' federation SAF nominated an intern sublo--itt..32 in
1952 to prepare the future policy of the employers concerning the
1'
"-

The appointment of the subcommittee was in line with SAF's general postwar
The postwar leadership of SAF was convinced, that, in the 1950s, the
federation would have to take a stand on many other issues than merely wage contract
questions. Therefore, the federation should have its own expertise to develop a
consistent employer policy in these new problem areas, i.e., social legislation. This was
a matter of great importance, because it could be expected that the results of the State
investigatory process would go against employers' interests (Classon 1988, 329).

policy.
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supplementary pension question. The commission consisted^qf
representatives of the major industrial enterprises in Sweden33, and
had close connections with the pension foundation SPP, which run
group pension schemes for white-collar workers (Hyden 1979,3).

it

The objective of the subcommittee was to make a parallel suggestion
to the upcoming State commission proposal and to take into account
the employers' standpoints on the financing dimension. According to
the subcommittee, pensions should be seen as deferred wage and a cost
of production rather than as being financed through public funds. State
fund-building would threaten private economic initiative and crowd out
the private capital market. Therefore, pensions should be arranged
through negotiations between SAF and the Lo and they should always
be considered as part of wage negotiations'
Negotiated pensions would establish vested rights among the firms
organized in SAF, and they would be considered complementary to the
national pensions. Pensions would be based on employers' financing
and the firms would have a complete right to reborrow the funded
assets. A pension association would be developed to administer the
pension scheme proposed, and the employers would have majority in
the board of management. Also the LO would be allowed
representation (Hyden 1979,3-4; Classon 1986, 80-84).

SAF's proposal was congruent with the main thesis of the group
insurance model. It aimed to keep workers' pensions entirely a labour
market issue, because in labour market arrangements the employers'
influence would be direct, contrast with the State supplementary
pension scheme, where their influence had to be channelled through
iight-*irrg parties. The proposal was thought to be an altemative to
the upcoming second State commission plan, and it was submitted to
the Labour Market Board in May 1954'
The LO chairman Axel Strand, and the head of the metal workers'
union Arne Geijer, contended that the LO was not able to take any
stand on the proposal until the Government's investigation report was
ready. The SAF proposal was transmitted to the negotiations between
the expert gloups of SAF and the LO. In these negotiations, the LO

"

I.on ore and machine construction industries played the dominant role in the

colnmlss10n.
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insisted that a statutory system would be more beneficial to workers
than the labour market pensions. LO's experts also criticized the
proposal for not having any guarantee against inflation. The biggest
problem was, however, that the pension system proposed included no
collective funds as instruments for counter-cyclical economic policymaking. LO's expert group concluded that SAF's proposal was not
acceptable, because it would "conserve private ownership" (Molin
1967, 34-35; Hyden 1979, 6; Nordin 1988, 224).

With this contention, the employers' attempt to evolve supplementary
pensions through labour market negotiations came to an end. The
supplementary pensions became a more partisan issue and the conflict

was displaced from the labour market to the political arena, following
the line which LO had opted for.

1.2 The Partisan Politics Takes Over
When the second State commission report was referred for outside
comments, the demands and the pressure from public opinion and from
parliament increased. Because of this pressure and the lack of political
consent, the Social Democratic Minister of Social Affairs appointed a

new investigatory commission at the beginning of 1956.

The new commission worked under the chairmanship of the Social
Democratic State secretary, Per Eckerberg, and it included
representatives of all major political parties, which implied that the
supplementary pension problem had become a partisan issue of
first-rank importance. In the instructions of the committee, it was
underlined that all possible alternatives for a solution should be
scrutinized, i.e., the commitment to earlier commission reports was not
obligatory. This can be viewed against the background that the Social
Democrats wanted to split the opposition of the Conservatives and the
Liberal Parry (Molin 1967,49; Heclo 1974,237).

During 1956, when the Eckerberg committee was appointed, the
political parties made their stands clear in the Riksdag. As in the
national pension reform of 1946, the Conservatives wanted a huge rise
in national pensions, but following the position of the supervisors'
association SALF, it argued that beyond this basic level there should
be room for voluntary arrangements. The Agrarian Party that had
demanded pensions for entrepreneurs and smallholders, also joined in
the demand for higher national pensions and abandoned any further
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for supplementary pensions. Farmers suspected that
supplementary pensions would abandon the future possibilities of
increases in national pensions and considered that supplementary
pensions were too beneficial to certain social groups, i.e., the wage
eamers (cf. Schmidt 1974,46-47).

need

Under the leadership of Bertil ohlin, the Liberal Party was closer to a
positive attitude towards the work performance model than the other
bourgeois parties, but, on the other hand, the party was the leading
opposition pafi against the coalition government dominated by the
Social Democrats. This was the main problem for the Liberal Party. It
wanted to unify the bourgeois parties to build up a bourgeois
government, while in the meantime it tried to bring about some kind of
supplementary pensions, against which the other bourgeois parties were
(Molin 1967,195).
However, during the 1950s the Liberal Party also began to express
doubts about the supplementary pension reform, because the
parliamentary group of the party was afraid of losing industrial and
financial supporters. Furthermore, it calculated for a political
advantage that could be achieved through supporting the white-collar
workers' opposition to the statutory supplementary pension system
(Molin 1967, 37 -40; Heclo 1974, 237 -238).
The central problem was the attitude of the Social Democratic Party.
The postwar manifest of the party, "Arbertarrrelsens efterkrigsprogfofr",
did not mention the question of supplementary pensions, and until 1954
the party had not taken any clear stand on the issue, only stated that it
was "urgent". In the party congess of 1956, the party's spokesmen
agreed with the urgency of supplementary pensions and the need for
legislation, but they declared that the Government was waiting for the
report of the Eckerberg's commission (Heclo 1974,23; Classon 1988,
l 80- l 83).

The reason for the hesitation of the party was that the Social
Democratic leadership was not eager to push for the matter, because it
would almost surely lead to a break with their coalition partner in the
Government - the Agrarian Party. Furthermore, the large numbers of
the potential white-collar electorate with group pension rights could be
expected to defend their group pensions and oppose a statutory
solution. Scarce economic resources might also have played a role (cf.
Molin 1967, 796; Nordin 1988, 224).
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Yet, at some time during 1956 the Social Democratic leaders adopted
the LO standpoint of the work performance model. At the LO
congress in 1956 Prime Minister Erlander stated that the only possible
solution to the workers' pension problem was a statutory scheme with
obligatory employers' contributions (Molin 1967, 47). The other wing
of the Swedish labour movement, the Communist Party, was also pro
the work performance model. It had made several motions for a
statutory supplementary pension system and it repeated them in the
1956 Riksdag. The parfy emphasized that the workers' pension issue
should be solved quickly.

At the time when the Eckerberg's commission submitted its report, all
political parties agreed on a high rise in national pensions. The Social
Democratic Government accepted a ten-year-plan for guaranteed
national pension increases, which had been worked out in the
commission and which the bourgeois parties had opted for as an
alternative to statutory supplementary pensions. Within the
commission, this consent on national pensions had been aqhieved quite
easily, in spite of the objections of the LO representatives34 (Molin
1967,50).
Regarding the supplementary pensions built up on the grounds of
increased national pensions, the views in the commission differed
sharply. Two general approaches could be observed. The majority
view, the representatives of the LO, the TCO and the Social
Democratic Party, insisted on the line of earlier committee proposals,
i.e., the work performance model. The statutory supplementary
pensions for all employees, which were related to previous earnings up
to the income level that roughly corresponded to the medium yearly
salary of a civil servant. Above that income level the supplementary
pension would not increase. For those groups not to be covered by the
new system proposed, mainly the entrepreneurs and the farmers, the
majority of the commission allowed a possibility to underwrite
individual pension insurance policies. All wage-earning groups should

3a

In th. referred statement, the LO declared that its support of higher national
pensions was conditional on the settlement of the supplementary pension issue.
According to the union, the entire national pension issue would have to be re-evaluated
with regard to altered premises if the supplementary pension issue was not quickly and
satisfactorily settled (see Heclo 1974,241).
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be included in the system, and nobody's existing pension right should
be violated (SOU 1957:7, 181).
The majority agreed with earlier commission recommendations that the
contributions should be set at a higher level than that required by
actuarial premises. During the transition period, a considerable fund
would be accumulated, which would make assets available by loans to
industrial enterprises and State authorities (SOU 1957:7, 184- 189).
The justification of fund raising was not actuarial but societal, i.e., the
need for capital for a social purpose.
The minority made up by the members of the Conservative Party, the
Liberal Party and SAF, leaned on the known SAF proposal for the
group insurance model. It included pensions arranged on voluntary
basis, by individual or collective contracts. The companies would have
quite unlimited possibilities to reinvest the pension assets accumulated.
The pension funds established would nrn company or labour market
based schemes, but also a possibility for establishment of new pension
institutions should prevail (SOU 1957:7, 189-192). In several details
the sketched pension system resembled the STP-contract, which was
established between the LO and SAF later in the 1970s (cf. Hyden
1979, l0).
The representative of the Agrarian Party was in a diffrcult situation.
The party had taken a negative attitude towards the supplementary
scheme, but it worked in the Government with the Social Democratic
Purty, which was pro these pensions. The commissioner found a
solution to this dilemma by criticizing both the majority and minority
proposals and demanded a rise in national pensions and voluntary
pensions for employees (SOU 1957:7,192-193).
The TCO commissioner, which after certain concessions had associated
himself with the statutory supplementarypension proposal, made an
extra statement in the commission reportr). He sketched a statutory
pension system, where supplementary pensions together with minimum
On. of the most important concessions made was the average of the 15 best years
substituted for total average income as the basis for pension amounts. The TCO
members had a more steadily rising income curve than manual workers. The rule of a
30 years insurance period for the full old-age pension positively discriminates
white-collars, and also the transition rules made for "overcompensation".were profitable
to these groups (Heclo 1974,240; Classon 1986, 153).

"
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national pensions would provide a satisfactory pension level even to
groups with higher incomes. In this kind of system, there would be no
need for complementary pension arrangements beyond the statutory
pensions (SOU 1957:7, 173-179).

This contention should be seen in the context of opinion differences
within the white-collar union. Some of the white-collar groups had
individual contracts with their employers about pension insurance and
they had lifile interest in the supplementary pension issue and, thus,
their organizations never made a clear choice between the main
pension alternatives'o. The divided positions in the TCO manifested
themselves when the two biggest and most influential associations, SIF
and SALF, stood for the employers' line of the group insurance model.
The ambivalence of opinions is reflected in the figures, which are
presented by Molin (1967, 65). According to them, in 1957 roughly
46 per cent of the TCO members were against the statutory
supplementary pensions, whereas 3l per cent accepted them. The
share of 23 per cent had no definitive stand on the issue.

The Referendum
Due to the dead end between the parties and interest groups, the
electoral process became a crucial factor in the supplementary pension
solution. In the 1956 elections, the Social Democrats kept a low
profile in the pension issue, and their vote decreased a little. But
correspondingly, the Communists received an additional seat. Neither
the Liberal Parly nor the Agrarian Party succeeded any better than the
16
--

According to an account made by TCo in 1954, those white-collar workers who
were insured in the pension foundation sPP had the most favourable pension rights. In
private industry about 20 per cent of the white-collar workers had no pension
arrangements at all, and in commerce the respective group amounted to about 30 per
cent. The civil servants had favourable pension rights, but also among the central and
local administration there were groups without pension right (classon 1986, 36-39).
As can be seen the situation within the TCo-area was varying, but compared to the
Lo-area it was better. In 1954 roughly 44 per cent of Lo members had some kind of
voluntary pension right above the national pensions, whereas 56 per cent missed it
totally. The situation was most difficult among the agricultural workers and
paperhangers as well as in the quarrying industry. The compensation level of pensions
was also modest compared to white-collar workers. Hence, the question of the
supplementary pensions was the most urgent for the blue-collar workers and their
unions.
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Social Democrats, and only the Conservatives increased their vote
share

(Molin 1967,

47 -49).

The results of the elections, nevertheless, meant that the bourgeots
parties had a majority in the Riladag for the first time since the 1930s.
Thus, the bourgeois speculations about displacement of the Social
Democratic Party in government power strengthened.
During the electoral campaign of 1956, some Liberal newspapers had
raised a proposal for a public referendum about different pension
alternatives. The Liberal Party and then the Conservatives and the
Agrarian Party began to press for this end. The Social Democratic
leadership was not very keen on the idea, but the LO, which itself did
not like the idea, either, persuaded the party to see the issue through.
The suggestion that the parties would draft their own wording on the
various pension alternatives was rejected by Prime Minister Erlander,
and the Govemment itself established the referendum format (Classon
1986, 102).

In the introduction of the national referendum, it was said that the

national pensions would be raised successively and that the voter could
choose one of the three supplementary pension alternatives or he could
vote blank. The three alternatives, which are presented below, were
based on the suggestions made in the Eckerberg's committee report.
1. Statutory supplementary pensions for all employees, financed
by the employers and administered by the State.

2. Voluntary supplementary pensions, with a maximum of SEK
3000.

3. Voluntary pension system administered by private institutions
with a board chosen by employers and employees. Further rules
about pensions to be laid down through collective bargaining
between the labour market parties.

Option I was backed by the Social Democrats, the Communists and
the LO. Also a part of the TCO was behind this option. Alternative 2
was the Agrarian Party's plan for voluntary supplementary pensions,
and the farmers' economic organizations also supported this option.
The third option built on the SAF proposal of 1954, and it had its
backing among the Conservatives, the Liberal Party and the employers.
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Additionally, two big TCO federations (SIF and SALF) were engaged
in this option (Molin 1967,73-76).
The representative of the upper middle class SACO had no clear stand
on the different lines. It contended that line 3 was diffuse and not
acceptable. It made some positive statements for line l. Yet, the
organization could not accept the proposed increases in the national
pensions, which all pension alternatives inclr.rCed, and therefore
recommended its constituency to vote blank" (Molin 1967, 134-135).
The referendum did not give any clear guidance to the pension
dilemma. The results were subject to contrary interpretations. The
proposal No.l, the labour movement line, received 46 per cent of the
total vote, No.2 , the agrarian line, got 15 per cent, and proposal No.3,
the employers' line, got 35 per cent of the votes (Broberg 1973, 63).

As was mentioned, the voting results were interpreted differently. The
three bourgeois parties declared that the majority had voted against
legislation and for the voluntary pension line. The defenders of line l,
the LO and the Social Democrats, insisted that the referendum had
given a mandate for statutory supplementary pensions. Prime Minister
Erlander underlined that a Government bill for supplementary pensions
could be presented at that time, because the majority of the wage
earners had joined the statutory line (Classon 1986, 120).

After the referendum in October 1957, the coalition government of the
Social Democrats and the Agrarian Party resigned and was soon
followed by a Social Democratic minority government. The Agrarian
Party, which had changed its name to the Centre Party, was not willing
to take part in a Government introducing statutory supplementary

pensions.

During the winter of 1957-1958, the parties negotiated the issue, but
without results, and the pension question remained a central issue in
the 1958 parliamentary session. After the negotiations between the
four parties had broken down, the minority government introduced a
Bill on statutory supplementary pensions following the majority plan of
the Eckerberg's committee. One alternation was added to the

"

SACO had links with the Conservatives, which partly explains its hesitation and

ambivalence.
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committee plan: the groups which had already established a voluntary
pension contract could, undgl certain conditions, contract themselves
out of the statutory s"h...38 (Heclo 1974,243-244).

The Liberal Party suggested to the other bourgeois parties that a joint
pension plan be worked out as an alternative to the upcoming Social
Democratic pension proposal. The Liberals' plan, which included
permissive legislation combined with a free choice concerning
pensions, was unable to unite the bourgeois camp. In parliament, the
Conservatives took a totally negative attitude: they rejected any
legislation concerning supplementary pensions. The Centre Party took
the same view and argued for income security guaranteed entirely
through national pensions and a Government commitment to increases
in the national pensions up to 1968. The Government plan, which was
followed by greetings from the LO-side, that any solution through
labour market organizations was impossible", was dropped by a
bourgeois majority of six votes in the Lower House (Molin 1967, 8l'
e2).

Approval of the Social Democratic Pension Proposal
Immediately after the voting result, Prime Minister Erlander declared
the Lower House of the Parliament dissolved and extra-ordinary
elections took place in June 1958. As in the national referendum, the
blue-collar union LO placed huge economic and human resources in
the elections. Although the question of supplementary pensions was
now entirely a matter of political elections, the trade union involvement
was almost total (Nordin 1988,226).
The electoral outcome was a serious set-back to the Liberal Putty,
which had attempted to be a mediator in the pension issue. The party
lost about one-third of its votes and seats in the Lower House. Most of
the former Liberal votes went to the Conservatives and the Centre
Pu.fy, and many traditional Liberal voters abstained in these elections.

'*

Th" Bill also sketched the basic principles of a general social insurance

system,

which co-ordinated sickness, accident and pension insurance under one basic social
insurance act it 1962 (cf. Strand 1978,26-27).
" Th" LO argued further that if the Govemment Bill was not approved in parliament,
the continued loyalty of the union movement to the goal of the stable economic growth
policy would necessarily diminish (compare Heclo 1974,245).
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The Conservatives and the Centre Party renewed their opposition
against any supplementary pensions, and the Liberal party declared its
intention to hold firmly onto their own pension line. The Social
Democrats, who had won five new seats in the Lower House, tried to
make the Liberal Parfy join the Government's pension plan, but the
Liberal Parfy rejected their wishes. Any consent was now unrealistic
and the choice in parliament was to be made between bourgeois and
socialist views. In the new Ril<sdag the votes for and against statutory
supplementary pensions could be expected to be 115-115 in the Lower
House. In the Upper House, the Social Democrats kept a longstanding
majority (Molin 1967, 105-tt4).

In this stalemate situation a personal factor came to play a crucial role.
One Liberal representative declared that he did not intend to vote for
the Conservative or Centre Party motion, only for the Liberala0.
Additionally, if the final vote would be a question of either voting for
the Government line or supporting the Conservative/Centre party
motion, he would abstain in the final vote. When the Social
Democratic Government introduced the Bill to the Ril<sdag, the Liberal
representative kept his promise and abstained and, thus, the Social
Democratic pension proposal was passed by the majority of one vote
(Classon 1986, 162-165). A personal contention was the decisive
factor in the supplementary pension dispute.
However,

it

seems obvious that

if the Social Democratic bill

had not

been passed in parliament, the matter would have been taken up again
and settled later. The need for supplementary pensions tied to
individual work performance was so urgent and pressing.

The Supplementary Pension Prelude
After the parliamentary outcome, the Conservatives made it clear that
they did not accept the decision and they intended to get the Act
abolished. This view was backed by the Centre Party, although in
milder language. The Liberal Party had learnt from their defeat in the
1958 elections, and they contended that the new system should be
o'

Th" Lib..ul MP, Ture K<iningson, was a metal worker, who had followed his
Free-Church mission and joined the Liberal party. The supplementary pensions
became a prick on his conscience and he gave up his vote.
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modified, not abolished. In the general elections of 1960, the Social
Democrats with an important Liberal backing defended the
supplementary pension system and fought against the abolition of the
Act (Molin 1967, ll9).
The elections resulted in a defeat for the Conservative Party and a
success for the Social Democratic Party. Consequently, all bourgeois
parly gains from the early 1950s, which by 1956 gave them a first
parliamentary majority since the 1930s, were now wiped out. The
Social Democrats had reached a turning point and were now in clear
majority in the Lower House (Molin 1967,118-120). After the
election results, all bourgeois parties accepted the statutory
supplementary pension system as a reality and did not attempt to
abolish it.
The consequences of the supplementary pension reform for Swedish
Social Democracy has been evaluated from different viewpoints. For
instance, Gssta Esping-Andersen points out that the supplementary
pension issue was to become influential for the Social Democratic
Pafi at least in four connections (cf. Esping-Andersen 1985, 108109). Firstly, it helped the party terminate its political alliance with
the shrinking Agrarian Parry. Second, the divisions within the
bourgeois camp deepened. Thirdly, the conflict mobilized the
electorate in the peak levels, which mostly benefited the Social
Democrats. Fourthly, and most importantly, work performance formula
improved the party's standing among the white-collar groups and so
paved the way for a new political alignment between blue-collar and
white-collar groups.
Some reservations should be suggested to Esping-Andersen's approach.
There are some signs of ex post rationalization of Social Democratic
policy. For instance, the consistency of SAP's policy in the
supplementary pension reform is evaluated retrospectively and the
consequences of action are considered more intentional than they
actually were. In fact, the leadership of SAP hesitated many times and
took a clear stand on the supplementary pension issue at quite a late
point in time. The reasons for wavering were just those, which
Esping-Andersen celebrates as masterpieces of tactical manoeuvre: the

fear of a break-down of the government collaboration with the
Agrarian/Centre Party and the potential opposition of large numbers of
white-collar workers with group pension rights'
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The real driving force behind the work performance model was the
blue-collar umbrella organization LO. The most urgent need for
supplementary pensions prevailed among its members, and besides its
economic experts preferred the State-directed pension funds, which
meant that the federation pushed its objectives through despite the
hesitation of the Social Democratic leadership. In this context, the
picture of the supplementary pension reform as an example of social
policy for "the middle class", or as a product of a new alliance
between blue-collar and white-collar workers, is not very convincing.
Vice versa, as the role of the LO points, the supplementary pension
reform is best understood from the working class perspective. The
income-ceiling, which was established for supplementary pensions, also
underlines the working class label of the pension reform.

1.3 Class Distinction Returning
The main goal of the LO and part of the TCO was to get decent
supplementary pensions for their members and to abolish the class line
between the working class and the upper middle class in the pension
area. When the supplementary pension system (ATP) was enacted, this
goal was partly reached. The middle class unions, however, were
dissatisfied with the ATP, which they considered took working class
interests too much into account.

Additionally, existing group pensions of white-collar workers, mainly
organized in the pension foundation SPP, added a pressure for
complementary arangements exceeding the statutory ATP.
Immediately in 1959, when the supplementary pension decision was
made in parliament, the salaried employees' and supervisors' unions
SIF and SALF, which had opposed the statutory line, started
negotiations with employers of how to make their existing group
pension rights compatible with the statutory supplementary pensions
introduced.

The unions had trvo major goals to achieve during these negotiations.
First, salaried employees and supervisors would have guaranteed
pension rights that provide unaltered pensions conditions beyond the
statutory supplementary pensions, especially as regards lower
pensionable age and favourable transition period arrangements. Second,
wage increases for white-collar workers to compensate for the pension
benefits now received by previously uncovered groups through the
statutory supplementary pension system (Classon 1986, 202).
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Among the employers, the standpoints were divided. The smaller firms
and companies were reluctant to accept any additional burden to carry
after the supplementary pensions, whereas the larger firms with already
running group pension schemes were much more willing to accept
extra pension arrangements. These larger companies had trvo options
for their negotiators. The pension arrangements beyond the statutory
system should be part of larger wage contracts in different branches.
Second, the firms wanted same -kind of tax deduction for their pension
obligations as up to the present4l 1Hyd.n lg7g, l2).
The employers and SIF's representatives first advocated in favour of
collective contracting out of the statutory supplementary pension
scheme, but the supervisors' union SALF condemned the idea. The
employers and SIF also declared after half a year that collective
contracting out would involve great inconvenience. In June 1960, the
negotiators had achieved an agreement, where they recommended that
enterprises within the SAF-area should accept the claims made by
white-collar workers' unions. In addition to a lower pensionable age
and favourable transition rules, this package included an increase of 15
per cent in wages and collective group life assurance for the members
of these unions (Molin 1967, ll5-ll8).

Thus, keeping an eye on this package deal, we can say that in
addition to blue-collar workers the winners of the supplementary
pension dispute were the private-sector white-collar workers.
Moreover, in the last analysis the successful outcome of the
negotiations between the white-collar workers' unions and the
employers' organization ensured the stabilization of the Social
Democratic ATP scheme and settled any potential conflicts.
The contractual group pensions introduced (under the code name ITP)
above the ATP scheme meant that white-collar workers with former
voluntary pension rights were integrated in the ATP scheme and the
loyalty of the TCO to it was assured. For the employers, it meant that
4l

Ac.ordirg to the former managing director of SAF, Curt-Steffan Giesecke, the
organization has had two types of interests conceming the introduction of group
insurance. On the one hand to facilitate negotiations about wages, and on the other
hand to create a counterbalance to the statutory supplementary pension system, so that
the needs for further development of this system would be lessened (Classon 1988,
31',7).
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their views about the financial and administrative shape of the pension
system was now taken more carefully into account than in the
supplementary pension decision. The pension system established was
run by the pension fund SPP, and the employers had the opportunity to
reborrow the pension payments in return for credit insurance. In this
way, the major claims of the SAF proposal in 1954 were put into
effect.
The tTP pension contract between SALF, SIF and SAF also came to
standardize the corresponding contracts in other white-collar
occupations. Civil servants also get their contractual pension
arrangements beyond statutory pension security, and in addition, a
wage increase in the amount of 8-15 per cent.az

At the beginning of the 1970s, when the supplementary scheme ATP
had been running for almost a decade, the LO took up the matter of
blue-collar workers' group pensions in the labour market negotiations.
The pension issue together with collective sickness insurance was dealt
with in the light of equality between blue and white-collar workers.
The claim was made that it was now time for blue-collar workers to
get the same kind of contractual pension and sickness insurance plans
outside of general social insurance that white-collar workers enjoyed.
In this context, it should be remembered that LO members had their
group life assurance (AGL) in 1963 following the example of the
corresponding white-collar workers' schemear (Classon 1988, 241-243).
Concerning contractual group pensions, the LO had two demands,
which employers accepted without much resistance. First, the

'-

A')

These high rises in wages were totally reverse to what the advocates of alternative
in the referendum, the employers and bourgeois parties, had propagated. They had

3

claimed that the statutory supplementary scheme would make future wage increases
impossible. Yet, the opposite happened with the employers' kind assistance.
43
Th" ud-inistration of this group life assurance aroused a dispute between SAF and
the LO. The LO insisted that the co-operative insurance company Folksam would
administer the forthcoming scheme, but SAF was not willing to accept this. SAF
wanted to give the adminishation to its shareholders, insurance companies Skandia and
Trygg-Hansa; if this was not agreeable, then insurance premiums would go to wage
increases. The Lo hesitated, and decided that an inhoduction of group life assurance
was more important than the question of adminishation. It proposed to SAF that the
administration would be entrusted in the hands of a new-built insurance company,
which would be owned flifty-fifty by both parties. The labour market insurance
company AI'A was bom.
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pensionable age should be lower than under the statutory pension
schemes, so that as the last group in the Swedish labour market the LO
members would get the retirement age lowered. Second, the new
pensions must be complementary to the ATP, just like the pensions of
white-collar workers. In these questions, consent was achieved easily,
but as in the case of life assurance the administration of the schemes
was disputed (Classon 1988,242).

However, it was possible to find a compromise, which both the labour
market parties could accept. The new contracted sickness insurance
was entrusted in the hands of co-operative Foll<sam, which had long
experience of running union sickness insurance. Correspondingly, the
pension fund SPP, which had close connections with the employers,
handled the new contracted group pension scheme for blue-collar
workers (STP)41 (Classon rcAg ZIS-Z+01.
The blue-collar workers got their group pensions over 10 years later
than white-collar workers. The LO had tried to make blue-collar
workers equal with salaried employees by means of the ATP, and
succeeded for a short time. But immediately after the ATP solution,
the white-collar workers contracted new gtoup pensions, which partly
renewed the old class distinction in the labour market. The
establishment of contractual group pensions for LO members filled this
gap a little, but there are still differences of quality in pensions
between these groups.

For instance, the white collar-workers' scheme ITP replaces earnings
up to 30 basic amounts (a calculation unit for statutory pension
schemes), whereas in the blue-collar workers' scheme STP no income
over 7.5 basic amount is taken into calculation when pension benefit is
determined. Figure 9, which presents compensation profiles of the
statutory ATP and the contracted group pension plans, illustrates this
difference between the white-collars' scheme ITP and the blue-collars'
oo

Th. real problem of the STP was the method of financing. The LO wanted a swift
implementation of the scheme, and not for it to take 30 years as in the case of
white-collars' ITP, based on the premium reserve technique. The solution was found
by the actuaries of the SPP, which recommended a terminal funding method
(kapitaltiickningsmetod) or a form of annuity purchase. According to this method, the
cost of buying insurance policies, which will provide pensions of appropriate value for
all those retiring each year, is calculated annually (Classon 1988, 243; Wetterberg
1989, 37-38).
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scheme STP, and on the other hand the difference between the ITP and
the ATP.

Figure 9. Compensation Profile of Supplementary and Group Pension
Schemes in Sweden, 1985
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file.

One difference between the ITP and the STP lies in pensionable wage:
typical of the white-collar workers' pension scheme, pensions in the
ITP scheme are calculated on the basis of final pay, whereas in the
STP scheme, pensions are calculated according to the three best years
between 55 and 59*'. Furthermore, blue-collar workers' pensions are
not guaranteed value stability against inflation to the same extent as the
benefits from white-collar workers' schemes. These differences can be

ot

Th. final pay construction in the ITP scheme is similar as in the Finnish
supplementary pension scheme TEL, which in tum underlines the close connection
between salaried employees' pension interests and the TEL.
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expected to widen, when the ATP matures and leaves room for the
expansion of contracted pension security (cf. Wetterberg 1989, 82-85).

Viewed from the employers' standpoint, the contractual group pension
schemes are more beneficial than the statutory arrangements in the
respect that their shape and method of funding much more carefully
fulfills the capital accumulation needs of private companies, and
capital's influence on pension funds is direct and not mediated by
political party, i.e. the Conservatives, as in statutory pension schemes.
Furthermore, the contractual schemes at national level have an
advantage of the coordinating fringe benefits: the competitive relations
between firms become more comparable, and finally these schemes
facilitate labour mobility more than only company-based schemes
(Edebalk & Wadensjo 1987, 10-ll)'

All in all, if the statutory

supplementary pension scheme was a reform
made from the working class perspective, the group pensions
contracted are an example of middle class social policy. Their role is
to complement the statutory supplementary pensions and stabilize their
position in the Swedish overall pension scheme and to ensure that the
compensation level is sufficient in each income bracket. In a way,

they reproduce income distribution in the labour market and
consolidate class distinction between the upper middle class and the
working class (cf. Rasmussen 1985, 104).

1.4 Sweden and Pension Reforms in Other Scandinavian
Countries
This passage focuses on factors in Sweden that may have affected the
reactions of societal actors in the neighbouring countries when the
introduction of their statutory supplementary pension scheme was
taking place. In other words, it emphasizes factors in Sweden which
may have affected societal actors in neighbouring countries through
political learning.

We suggest that policy process in Sweden points to three factors which
may have had consequences throughout the whole of Scandinavia.
These three political factors are: the defeat of the bourgeois parties,
employers' failure to arrange pensions through labour market
negotiations, and finally, the success of the LO and the Social
Democratic Party.
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Table 29. The Positions of the Major Interest Groups in Swedish Pension
Policy between 1950 and 1975
Interest

Group

Provision

Adminishation

Group insurance
model

Decentralized
!o private

Funding

Centralized

Pay-as-you-

level

State

Financing

Employers'
Confederation,
Conservatives,

Liberal Party
Position

tnsurance
companies

system,

employers

National Farmers
Union &

Agrariar/

Centre Party
Position
Federation of
Trade Unions &
Social Democrats,
Communists
Position

Citizenship
model

Work performance

model

to

State

Centralized

to

go system,

Pay-as-you-

State

go system,

Centralized

Pay-as-you-

level

employers

level

employers

Central Organization

of

Salaried

Employees
Position

Supervisors'
Association &
Foremen's
Association
Position

Work performance
model

to

Group insurance
model

to private

State

go system,

Decentralized

Funding

lnsurance
companies

employers

system,

Hesitation and difficulties in finding its own position in the
supplementary pension dispute caused a serious setback to the Liberal
Party's electoral success. Furthermore, many former Liberal votes
were cast for the other bourgeois parties, and the party's strong
standing among the growing white-collar strata began to slip. The
Conservatives suffered a defeat, too. In the election of 1960, it
became evident to the Conservatives that, as all bourgeois parties, they
had lost votes due to their negative stand on the supplementary pension
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issue. Bearing this in mind, we can ask what consequences the
vacillation and setback of the Swedish bourgeois parties may have had
in the other Scandinavian countries?
The Swedish Employers Confederation SAF opted for a solution
whereby supplementary pensions would be arranged through the labour
markets as part of larger wage contracts (table 29). SAF thought that
State involvement would not be needed and pension funds would be
created within the companies concerned. Yet, this gtoup insurance
model was not accepted and a State-guided supplementary pension
system was enacted. How did this defeat of the group insurance model
possibly affect the reactions of employers and the Conservative bloc in
the other Scandinavian nations?
The other side of the coin in the failure of the group insurance model
was the victory of the work performance model. It was the Swedish
trade union movement that brought about this pension system, under
State direction (table 29). The LO was not willing to take part in the
employers' group insurance model, and saw the work performance
model as a way of fulfilling two goals at once. Such a pension model
would equalize the pension status of all wage earners and would help
to build up collective pension funds. Moreover, the LO pressed the
Social Democratic Party, then in the Government, to enact State
supplementary pensions despite the hesitation and wavering of the
party's leadership.

The work performance model was politically favourable to the Swedish
Social Democracy. It deepened the divisions within the bourgeois
camp and, together with contracted group pension plans, it solidified
the ties between the Social Democrats and white-collar workers'
unions. Hence, the ATP reform had lasting consequences for the future
of the Swedish Social Democracy and for Swedish politics more
generally. Applying a more comparative perspective, we can ask
whether the political effects of the Swedish Social Democrats' victory
were diffused to the other Scandinavian countries as well.
The next sections describe the adoption of the supplementary pensions
in the other Scandinavian countries, and pay attention to how the
afore-mentioned three factors affected each national case. The cases
are analysed in chronological order.
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2 Finland
The Finnish supplementary pension scheme was shaped within twenty
years, between 1956 and 1976, and hence the "calendar of pension
policy" focuses on the major events during this formation period.
Table 30. Main Events in Pension Policy in Finland between 1955 and 1976
1955

Pension Foundation Act.

1956

National Pensions Act: flat rate pensions for all citizens over 65;
income-tested assistance amounts for those with low incomes.

1956

Seamen's Pension Act.

1956

Appointrnent of the State committee for investigating the issue
employees' pension in the private sector (TEL committee).

1961

A Social Democratic motion for a supplementary pension
for permanent employees in the private sector.

of

scheme

l96l

Employees' Pensions Act (TEL) and the Temporary Employees'
Act (LEL): supplementary pensions for permanent and
temporary employees in the private sector.

1964

Local Govemment Employees' Pensions Act (KVTEL): pensions for
local government employees adjusted to correspond to the main
principles of supplementary pensions in the private sector.

1966

State Employees' Pensions Act (VEL): civil servants' pensions
adjusted to correspond to the main principles of supplementary

Pensions

pensions in the private sector.
1966
1966
1967

The Centre Party's motion for an overall pension system
corresponding to the Swedish example.
Income-tested assistance supplements added to the national pension

scheme.

Survivors' pensions added to the supplementary pension schemes in

the private sector.

1969

General suryivors' pensions added to the national pension scheme.

1970

Farmers' Pensions Act (MYEL) and Self-Employed Persons' Pension
Act (YEL): supplementary old age, invalidity, and survivors' pensions
for farmers and self-employed persons.

1971

The Kuusi Working Party PIan: recommendations for the national
goal of the national pension scheme and supplementary pension
schemes, and for their co-ordination.

1974

Full supplementary pensions in the private sector increased from 40
per cent to 60 per cent, which meant that national goal of
supplemenlary and national pensions was set at 60 per cent of
pensionable income. The principal part of national pension, the
assistance amount, was made supplementary pension related. The
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supplementary pension scheme was given priority in pension policy
tartial implemdntation of the Kuusi Working Party Plan.

r976

The oension policv compromise between the national pension
scherne and the sdpplementary pension scheme. It clarified
in. airirion of intdrlsts betw6ei the two pension schemes and
renewed the ideas of the Kuusi Working Party Plan. As part of
comoromise. the national pension scheme was reformed: income
i..tirg was gradually abolished and the national pension was made

miniri'um pinsion dependent only with respect to supplementary
pensrons.

2.1 The SupplementarY Pensions
The introduction of the citizenship model in 1956 was brought about
by a coalition anchored in the agraian structure of the society of
Finland. The winning coalition, made up of the Agrarian Party and the
Finnish Communist Party, was satisfied with the reform but the wage
earners' central unions were not. The flat-rate national pensions were
not regarded as corresponding to the needs of wage earners, and the
impression spread that, in politics, those representing farmers' interests
had been able to choose the alternative that was cheapest for
themselves, to a great extent making wage earners pay for the selected
alternative.

This dissatisfaction together with the enactment of the Seamen's
Pensions Act made the blue-collar workers' union, SAK, demand that
the issue of employees' pension in the private sector be examined
during the finaf negotiations of the general strike in 1956. In the same
y"u, i State investrgatory commission, consisting of representatives of
ih. luborr market organizations and major political parties, was set up
(KM 1960:11,5'6; Ahtokari 1988,231-236). The central union for
Lwer white-collar workers, TVK, was also very active in pushing for
the matter, and it echoed the SAK's demands for investigation of the
wage earners' pension issue. Thus, establishment of investigatory
commission was brought about by a coalition of blue-collar and
white-collar workers.

The Commission ProPosal
The commission, which worked under the chairmanship of Teivo
Pentikiiinen, chief of the insurance department in the Ministry of Social
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Affairs, encountered difficulties in the beginning. The problems were
associated with the different positions of the employers' and the
employees' organizations. Finnish employers, as their Swedish
counterpart, felt that the issue of employees' pension should be solved
through voluntary group pension schemes. Moreover, they considered
every social reform to be a threat to the profitability and
competitiveness of Finnish export industry.

The wage earners' organizations, on the contrary, were pro stafutory
supplementary pensions*o and insisted that firms should cover all the
expenses of pension security. The blue-collar workers' union SAK
presented an additional requirement: the pensions of employees in the
private sector should reach the level of civil servants' pensions

(Hiironen 1962,293; Niemel2i 1988,

ll5; Ahtokari 1988,236-237).

Neither the employers nor the employees, had any concrete proposal
for the organizational building of the supplementary pension system,
and thus the chairman of the commission, Teivo Pentikinen, sketched
alternatives for further discussions. The main alternatives were:
l) The pensions of private sector employees would be based on
voluntary contracts.
2) A centralized, statutory pension system linked with the existing
national pension scheme, i.e., the Swedish model.
3) A decentralized pension system, which included minimum
requirements for pensions but left room for employers to choose
between existing pension institutions, i.e., insurance companies, pension
funds and foundations.
4) A centralized pension system lead by labour market organizations
and placed at the side of the national pension system (Ahtokari 1988,
238).

'-
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In the voluntary group pensions, coverage remained low in Finland after the Second
World War. It has been estimated that about 150 000 private sector employees,
roughly l0 per cent of all employees engaged in the private sector, were insured under
voluntary arrangements in the late 1950s (KM 1960:11, l9). These pensions were
usually targeted to salaried employees. Yet the voluntary pension schemes expanded
somewhat in late 1950s, thanks to the Pension Foundation Act, which was introduced
in 1955 and included favourable tax deduction possibilities for firms. In the mid-1950s
civil servants had pension rights which corresponded to about 66 per cent of their
salary.
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During the discussions the alternative of a pension system centralized
to the National Pensions Institute (2) was eliminated, because both the
employees' and the employers' organizations opposed it. This was
affected by the national pension decision of 1956, which was
interpreted by the labour market parties as a huge income transfer into
the hands of the agrarian population. The recent fate of the national
pension reform did not entice the labour market organizations to leave
the matter to the unpredictable vagaries of the National Pensions
Institute. Here we can see how the policy inheritance of the 1956
national pension reform became effective in committee
decision-making, and the pension solution in accord with the Swedish
model was abandoned.
The main problems the committee encountered in its work were
concentrated on two questions: financing and legislation for the
envisioned pension system. As was the case in Sweden, the employers
tried to make wage earners' organizations accept a pension system that
rested on the existing private pension institutions, i.e., the group
insurance model. Furthermore, the employers adhered to the position
that employees should also take part in financing the pension bill. The
employees' organizations, as the Swedish LO, could not accept any
voluntary system and demanded a totally employer financed system
(Salminen 1987, 85-86).

A way out of this

impasse was found when the employers approved
the legislation .4pd accepted financial responsibility in spite of their
previous standa/. They stipulated one precondition to this concession.
The planned supplementary pension system had to be monitored by the
employers, and the firms paying for the system should have the
unquestionable right to be granted a loan (virkkunen 1962,3; Ahtokari
1988, 239-241; Niemel?i 1988, I l5-l l7).

a7

Bertil Kugelberg, managing director of the Swedish employers' organization SAF,
and SAF e*p"rt Sul, Hyden underlined to their Finnish colleagues that it was wiser to
accept the riatutory supplementary pension scheme in order to keep the financing of
the iension scheme in the employers' hands (Hyden 6 August 1985; Niemelii 1988,
ll7j. sAF felt that, from the employers'viewpoint, the question of pension tunds was
a critical issue. SAF wished that at least the Finnish employers would manage to keep
pension funds under their power, and thus to achieve an objective which SAF had
failed to do in Sweden.
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The Communist wing of the SAK expressed stands that the pension
system should be run by the State, as in Sweden, but the Social
Democratic leadership of the SAK and the other employees' unions
were not willing to trust this task to the National Pensions Institute
(Hiimiiliiinen 1975; Niemelti 1988, 116). Once again, the political
inheritance of the national pension reform carried out in 1956 was
mirrored in the stands of the wage earners' organizations. Thus the
leadership of the SAK approved the decentralized administration model
based on already existing private institutions, which had been
demanded by the employers, whereas legislation and employer
financing was introduced in accordance with the SAK's requirements.

With regard to the administration of the pension system, the
employees' unions felt that it was most important for a wage earners'
supplementary pension scheme to be introduced. In their view, the
pension system could be later developed and modified step by step (cf.
Ahtokari 1988,242). Once these major controversies between the

employees and the employers had been settled, the committee was able
to present its report in autumn 1960.

The majority of the committee, the labour market organizations, the
Social Democrats, the Conservatives and the Liberals, proposed that
each employer would be obliged to pay for his employees pensions
related to their work performance. This new pension act, the
Employees Pensions Act, required employers to arrange statutory oldage and disability pensions for their employees, corresponding to the
minimum pension rights listed below.

l) A full pension would amount to 30 per cent of the employee's
wage. This pension would not affect the amount of national pension.
Together with the national pension, this pension would amount to a
maximum of 60 per cent of the wage. In this connection, it should be
stressed that, contrary to Sweden, noo upper limit for supplementary
pension was introduced in Finland'".
2) The pension benefit is determined so that for each year of coverage
the pension amounts to I per cent of wage in the last year worked.
48

Dir.urrion of a fixed upper ceiling for pensions was not relevant in Finland,

of supplementary pensions was set as low as 30 per cent of the
employee's wage. Demands that an upper limit be set for pensionable wage surfaced
in Finland as late as in the early 1970s.

because the level
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Owing to this, the number of years in service needed to earn full old
age pension is usually 30 years.
3) Each year of service after the age of 25 is taken into consideration
when the pension is calculated. The minimum for every employment
relationship is at least one year of service.
4) The pensionable age is 65 years.
5) The act covers employees under 55 years. During the transition
period overcompensation can be made for employees between 55 and
64 years.
6) The employer can provide his employees with voluntary additional
pension benefits, which may include survivorsj.Pensions and which
may be higher than what was proposed above" (KM 1960:11, 65).

As regards financing, the committee report recommended that pensions
should be financed by a system comprising an intermediary form of
funding and the pay-as-you-go-technique (KM 1960:ll, 58). That part
of the contributions which is no-t^paid out as pensions, is loaned back
to business, at favourable terms)u. The difference compared to the
respective Swedish procedure is clear: in Sweden, pension assets are
under the supervision of State authorities, and firms have only limited
possibilities to reloan the assets. In Finland, the regulations of
investment policies are more liberal and are directly controlled by
private business.
One additional difference between Finland and Sweden should be
noted. In Finland, fund raising was based on actuarial premises,
whereas in Sweden the basis was societal, i.e. the funds were justified
by the need for more capital, for societal purposes.
O'

statutory and voluntary supplementary pensions are integrated on the basis of
what is called ihe difference principle, which makes the (registered) voluntary pensions
only temporary. They are programmed to disappear as the statutory supplementary
pensions-matuie, a solution which effectively prevents voluntary pension security from

Th.

spreading.

pension scheme was planned, the financing method of the
system was coniidered carefully because lack of capital was one gen-eral bottleneck in
industrial and other business activity in Finland. In the beginning of the 1960s, it was
estimated that the supply of labour force to industry was speeding up, owing to the
rapid economic and itructural as well as demographic change in Finnish society. In this
situation, the committee suggested a gradually maturing pension system, where pension
contribuiions would be channelled to the inveshnent activities of companies instead of
to private consumption, as would have been the case in pay-as-you-go system (cf.

'o Wh.r, the supplementary

Melin 1969, 190-l9l).
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With respect to the administration of the supplementary pension
system, the committee only proposed that employers would be obliged
to pay for pensions according to the minimum terms presented above,
but they would be given a free mandate to decide how the pensions
would be administrated. The employer could insure his employees
with an insurance company, or if there were enough employees he
could establish a pension foundation or a pension fund alone or
together with other employers. The pension institutions, which

co-operate among themselves, invest the funds remaining after pensions
are paid and reborrowing loans are provided to business, the
investments being made mainly as loans to firms (KM 1960:11,65-66).

Although the majority of committee members reached a compromise
on the upcoming supplementary pension scheme, the minority,
representing agricultural producers and the Agrarian Party, had their
reservations recorded in the committee report. This group, which was
the winner of national pension dispute in 1956, felt that the proposed
pension scheme should cover the whole population and not only a
limited group - those permanently employed in the private sector - as
suggested by the majority of the committee (KM 1960:11, 80).

In the minority's view, it was a worrying state of affairs that the
proposed pension scheme would leave workers temporarily employed
in agriculture and forestry as well as the self-employed without
coverage. In their opinion, wide coverage would be better than high
replacement of earnings, i.e., they would have preferred extensive
coverage of pension security at the expense of compensation for loss

earnings. Thus their position was in the line with the traditional
agrarian viewpoint, which had always been positively inclined to the
citizenship model.

Parliamentary Motions
The committee filed its report in autumn 1960 at a time, when the
Agrarian Party's minority government was in power. This
Government, led by V.J. Sukselainen, the general director of the
National Pensions Institute, refused to present the committee proposal
to parliament. The Government did not give the proposal because it
considered the coverage of the pension system proposed in the
committee report to be too limited, i.e. it excluded the core
constituency of the Agrarian Party. Further, the committee proposal
was seen to displace the weight of pension security from the national

of
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pensions based on citizenship to work performance tied supplementary
pensions, thereby creating a new pension system outside the national
pension scheme (Niemelii 1988, 121).

When it was noted that the Agrarian Party's minority Government
would not present the proposal, the political parties in favour of the
work performance model began to promote the pension matter through
motions. Six political parties, with the exception of the Agrarian
ParW, set forward motions for the introducing the supplementary
pension scheme.
The first motion, that of the Social Democratic Parry - with Veikko
Kokkola as the first subscriber - was based on the committee report
and incorporated the alternations that the blue-collar workers' union,
SAK, had demanded (Kiirkkiiinen 1981, 8). The other motions for the
work performance model were made by the Conservatives, the Swedish
People's Pa.ry, the Liberals, the Social Democratic Opposition and the
Communists.

With the exception of the Communists' motion, the motions all
resembled each other, being based mostly on the committee report.
The motion of the Conservatives carefully echoed most statements of
committee report. The Conservative motion included the employers'
wish that no appreciable changes would be made to the motion during
the parliamentary reading". As the other motions, except for the
Communists' motion, were also based on the committee's viewpoints,
the motions thus aimed to obtain an outcome which would confirm the
agreement reached between the employers and the employees in the
course of the committee work (Varoma 1972,37-38).

A

clear difference between the motions made by the other parties and
the Communists' motion was that the Communists wanted
supplementary pensions to be arranged as had been done in Sweden.
The party's motion insisted on a State supplementary scheme that
would be centralized and organized by the National Pensions Institute
5l

The fr.rt subscriber of the Conservatives' motion was Juha Rihtriemi, a director of
the Association of the Finnish Industry and later chairman of the Finnish Conservative
Party. This motion reflected the stand of employers, who wanted to hurry
parliamentary reading of supplementary pension scheme, to prevent demands for
ientralized State supplementary pension scheme similar to the Swedish example from
being made h the Eduslatnta (cf. Niemelii 1988, 120-122).
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The scheme would be financed on a pay-as-you-go basis, and all
employees over 60 years would be provided supplementary pension,
which would correspond 40 per cent of earned income (1961 lakial. n:o
ts2).
The controversies which arose during the parliamentary reading,
concentrating mainly round the coverage, the financing, and the
administration of the supplementary pension scheme, were heightened
by the forthcoming presidential election. The Social Democrats united
with the Conservatives to oppose the Agrarian Party's presidential
candidate, Urho Kekkonen. These two parties allied in opposition to
Urho Kekkonen were also the main spokesmen for the Social
Democratic supplementary pension proposal, which was accepted as the
basis for parliamentary reading (Salminen 1987,95).
The Agrarian Party hesitated but withheld its opposition to the Social
Democratic pension proposal once the promise had been made that the
scheme would be extended to cover people whose employment was
."usonul52, i.e., temporary workers in forestry and agriculture. One
further reason why the Agrarian Party agreed to the reform was that
the Agrarian Parly and the Social Democrats had consented to continue
the act on pricing of farm produce (Varoma 1972, 39; Niemelii 1988,
123).

The final result of the parliamentary process can be described as a
compromise. The supplementary pensions for permanent employees in
the private sector were carried in the Eduskunta in accordance with the
Social Democratic motion, whereas the Social Democrats and the
Conservatives had to make a concession to the Agrarian Party,
whereby the supplementary pension act for seasonal workers was
enacted simultaneously as that for permanent employees. This package
deal ensured the passing of the private sector supplementary pension
act TEL in 1961.

" Th. Co.-rnist led union of construction workers pushed heavily for passing of the
pension act for seasonal workers, for instance by the means of a 4-hour shike in spring
1961. They had watched the work of the supplementary pension committee from a
distance, and when it was realized that the committee proposal would not cover
roughly 100 000 construction workers, the unions began to exert pressure for a
separate act that would include their members, too (cf. Halsas & Heinonen 1978,
13-15).
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The creation of a supplementary pension scheme meant that the
pension system reflecting the individual's work performance was
placed at the side of the national pension system, which combined the
citizenship and assistance models.
The differences between Finland and Sweden were twofold: the Finnish
supplementary pension system was decentralized and administered by
private insurance companies, and the Finnish national pension system
included both flat-rate and income-tested components. In Sweden the
supplementary pension scheme was centralized to the same State organ
that ran the national pension scheme, and the national pension system
provided only flat-rate pensions. These specific differences formed the
basis of controversies that led to the creation of two competitive
pension policy coalitions in Finland during the 1960s and the early
I

970s.

2.2 Citrzenship against Work Performance
With reservations, the Agrarian Party, which in the mid-1960s changed
its name to the Centre Party, had accepted supplementary pensions as
part of package deal with the Social Democrats. However, after the
minority Government led by V.J Sukselainen had resigned, the party's
position changed remarkably. The aim then became to provide pension
security for the groups not covered by the supplementary pension
system - farmers and entrepreneurs - and this was intended to be
implemented through the National Pensions-Institute, which was
politically biased towards the Centre Purty53.

Survivors' Pensions and Pensions for Farmers and Other
Self-Employed Persons

Before the general elections of 1966, a committee was appointed to
draft a proposal for a pension plan for those still not covered by the
supplementary pension scheme. At the same time, a committee was
working on proposals for survivors' pensions. In these committee
53

The fuct that the new sickness insurance scheme was entrusted into the hands of the
National Pensions Institute in 1964 was also a factor which inspired the Centre Party to
support the codification of separate supplementary pension acts under the umbrella of
one basic pension act (cf. Niemelii 1988, 147).
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reports, the representatives of the Centre Party demanded an overall
pension system centralized in the National Pensions Institute (KM
1967:82, l2l-207; KM 1967:823,71-77), i.e., a pension scheme that
combined the citizenship and work performance models.

This overall pension scheme, which followed the Swedish model, got
support from the Communists, too. The reasons for the Communist
support were not exactly same as those of the Centre Party. The
Communists wanted to unifr the separate and fragmented
supplementary pension acts and to bring the control of supplementary
pension funds into the hands of the State, thereby facilitating political
control of capital power. Thus, the Communists' demands had much
in common with the objectives of the Swedish Social Democracy in
the scuffle over the funds issue.
The Social Democrats together with labour market organizations
opposed this overall pension scheme, and interpreted it, as they had in
1956, as an attempt to transfer resources of the supplementary pension
scheme away from employees and employers and into the hands of the
agricultural population. This cleavage dominated the discussions of
general survivors' pensions and pensions for the self-employed.
The general survivors' pensions were incorporated into the national
pension scheme in 1968. The pensions provided flat-rate benefits for
all widows under 65 years of age for the first six months, and
thereafter the benefits were income tested. Thus, it was an
arrangement that combined the citizenship and assistance models. This
arangement can be seen as a compromise between the Social
Democrats and the unions, who in accordance with their pension policy
objectives supported income-tested national pensions, and the Centre
Party, which opposed income testing and advocated in favour of flatrate pensions for every widow (Varoma 1972,70-74; Alestalo &
Uusitalo 1986, 262-263; Niemelii 1988, 160-173).

During the committee investigatory process of the pensions for selfemployed persons the Centre Party and the agricultural producers
adhered to their idea of an overall pension system based on national
pensions, whereas representatives of the insurance companies and
entrepreneurs supported a separate supplementary pension act for the
self-employed. According to this supplementary pension proposal,
earnings-related pensions would make up the basic part of the pension
security, and the national pensions would be granted only to those
whose working career had been short or nonexistent (KM 1967:82,
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68-69, l2l-207; Aurela 1968), i.e., a pension scheme made up of the
work performance and assistance models.
The wage earners' unions together with the employers' organizations
also backed the supplementary pension proposal. The supplementary
pension proposal was carried by the majority in the committee, when
the chairman of the committee, Juho Tenhiiilii, an ex-Liberal and then
representative for the Centre Parry, supported it (Varoma 1972,6364).

However, the handling of the committee proposal did not continue
without incidents, owing to the differences of opinion between wage
earners and farmers. The major problems were connected with the
course of the whole pension security in Finland and with the State's
share of farmers' pension payments. The problem of State financing
was related to the unfavourable age structure of the farming population.
Owing to the high proportion of aged farmers, a self-financed and
actuarial supplementary pension scheme was impossible, and as a
consequence a State share in financing was needed (Ahtokari 1988,
306).

After many stormy stages and negotiations, however, the views of the
wage earners unions and of the farmers' representatives could be
reconciled. The package deal included separate supplementary pension
schemes for farmers and other self-employed persons, which followed
the supplementary pension proposal presented in the committee. Both
of these new supplementary pension plans were firmly incorporated
with the existing supplementary pension organization in the private
sector.

Farmers got their own supplementary pension scheme, which is applied
to farmers whose farm is at least two hectares in size and to their
family members who work on the farm. Thus, the act was tailored to
meet the requirements of the dominant unit of Finnish agriculture, a
medium-sized family farm. Other self-employed persons and members
of their families who help them come under their own, separate
pension act. The farmers supplementary scheme is administered by the
centralized Farmers' Social Insurance Institution, while other selfemployed persons can alrange their pension coverage through an
insurance company or pension fund (Salminen 1987, ll4-ll8).

The Social Democrats and wage earners' unions approved the solution
of pensions for the self-employed because they regarded it as the best
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way to ensure the position of the supplementary pension scheme in the
private sector. Further, they consented to State support for farmers'
pensions, which they had originally demanded that farmers be reliable
for, because they considered the scheme to be one way of reducing the
agricultural surplus. Finally, as a part of the package deal,
income-tested housing allowance was added to the national pension
scheme. The SAK had stipulated this allowance because it was seen
as a provision that was targeted to pensioners living in urban blocks of
flats (LK, MTK ym. ptiytnkirja 8.4.1969; cf. Salminen 1987, 120-122).
These supplementary acts connecting farmers and other self-employed
persons to the supplementary pension organization for the private
sector came into force from the beginning of 1970. This implied that
the total labour force was now covered by earnings-related pensions
tied to work performance, and that attempts to develop the national
pension system more towards citizenship bound pension model were
frustrated. At this time the debate on pension policy began to
concentrate on how to compile the supplementary and national pension
schemes.

The Historical Compromise of the Finnish Pension Schemes
Within both the Centre Party and the Social Democratic Party, the
pension schemes had been criticized for their mutual competition in the
late 1960s. Consequently, a three-man group was appointed by Prime
Minister Karjalainen (cp) to negotiate a plan for co-ordination of the
pension schemes. This plan was given the name "The Kuusi Working
Party Plan" according to the initiator of the negotiations, Pekka Kuusi,
author of "Social Policy for the Sixties" and a Social Democratic
Minister of Social Affairs and Health. The other signers of the plan
were Teivo Pentikiiinen, who represented the supplementary pension
scheme and Jaakko Pajula, representing the national pension scheme
(cf. Ahtokari 1988, 308-3l l).
According to the plan the national goal of the pension schemes should
be set as being a pension level (60%) that would, with reasonable
certainty, enable the pensioner to maintain the attained level of
consumption after retirement. Those whose work career was short or
nonexistent, such as housewives, would have a guaranteed national
pension that, when combined with the supplementary pension, would
rise to a level that would ensure a minimum consumption level
(Kuusen tyoryhmiin suositus 19.7.1971). In practice, this
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recommendation meant that the Finnish overall scheme would be in
line with the supplementary pension proposal adhered to by the
insurance companies, the labour market organizations and the Social
Democrats. It was a proposal, which combined the work performance
and assistance models.

This plan for co-ordination of the pension schemes was submitted to
the negotiations between the main labour market parties in the early
1970s. The employers' organization STK and the insurance companies
championed this plan, which would mean a considerable reduction of
the role of the national pension scheme in total pension security and
would give the supplementary pension scheme priority in pension
policy.
The blue-collar workers' union SAK had some reservations concerning
the plan; the union's social policy experts, in particular, were critical of
the plan, because it was seen as abandoning the role of national
pensions as a civil right. Yet the SAK declared that it would be
willing to accept a partial reduction in the role of the national pensions
if the administration and funding of supplementary pension would be
reformed at the same time. The aim of the SAK was a supplementary
pension scheme in the Swedish style, with a centtalized administration
and huge funds. The SAK also demanded that the supplementary
pension system have an upper limit for pensionable wage (Salminen
1987,139-143).

This stand represented a change in the SAK's traditional position,
which had backed the decentralized administration of supplementary
pension schemes. It must be underlined that the centralization of
supplementary pensions was most eagerly supported by the social
policy experts within the central union, who wanted to strengthen the
role of the national pension scheme in pension security.
The employers and insurance companies were strong enough to resist
these demands of the united trade union movement, and a compromise
was reached h 7974, which recognized the need for fi'nther
investigation of administration and funding of the supplementary
pension scheme. As a result of these continued negotiations, the
representation of the labour market organizations in the administration
of the supplementary pension scheme was strengthened. This package
deal over the pension systems, which was connected to the national
general labour market agreement of 1974, also included a partial
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implementation of the Kuusi co-ordination plan (Salminen 7987, 143146).

The deal emphasized that a certain basic portion of national pension
(known as the basic amount) would be paid to all Finnish citizens, but
the principal part of it (known as the assistance amount) would be
made supplementary pension related. In other words, all pensioners
would receive the basic amount of national pension, which is the same
for everybody, but the assistance amount of national pension is reduced
by the eamings-related supplementary pension. This means, for
instance, that when a male industrial worker receiving the average
income retires, he will only receive the basic amount of the national
pension in addition to his earnings-related supplementary pension (cf.
Ahtokari 1988, 316-317).
Thus, the work performance model was given the priority in the
Finnish pension provision, as had been advocated by employers and the
insurance companies. Yet the citizenship model, in the form of the
basic amount of the national pension, was retained in the Finnish
pension provision, as had been demanded by the blue-collar workers'
union SAK (Salminen 1987,143-146; Ahtokari 1988, 314-317).
Incorporating the pension package into the general labour market
agreement of 1974 meant that the Finnish overall pension scheme was
developing towards the goal sketched in the Kuusi Working Party Plan
in 1971. The main principles of the overall pension scheme
corresponded to the objectives of the insurance companies and the
labour market organizations.

In the Eduskunta the pension policy component of the general labour
market agreement, which had become the Government bill, was under
bitter criticism. The supporters of the citizenship model, the

Communists and the Centre Party, made several statements against
reduction of the role of the national pension scheme. The Communists
felt that the Government bill would make a national pension scheme a
residual pension system, and would displace the weight of pension
security in favour of the supplementary pension system run by private
insurance companies. The Centre Party - a member of the coalition
Government with the Social Democrats - declared that it would accept
the bill only as part of the general labour market agreement, but that it
did not approve of the pension policy line on which the bill was based
(Niemelii 1988, 229-232). Despite these statements and reservations,
the Government bill was passed in 1974.
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This division of interest between supplementary pensions and national
pensions was clarified and consolidated in the pension policy
compromise in 1976. This "historical compromise" followed the main
ideas of the "Kuusi Working Party Plan", and it justified the division
of labour between pension schemes that was formed in the
aforementioned general labour market agreement in 1974. At the same
time together with the compromise, an agreement was reached on
national pension reform, to be carried out in the 1980s: the income test
would be made redundant, and the national pension as the minimum
pension would depend only on earnings-related supplementary pension.
One Finnish peculiarity in this national pension reform should be
emphasized; in Finland the national pension is not an unassailable basic
pension as it is in the other Scandinavian countries (cf. Niemele 1988,
269-271).

The historical compromise in the Finnish pension policy can be viewed
from the angle of the socio-economic interest groups. In the
compromise the supporters of earnings-related supplementary pensions the labour market organizations, the Social Democrats and
Conservatives, and the insurance companies - gained justification for a
co-ordination procedure that put the emphasis of pension provision on
the work performance model. Further, the compromise ensured the
decentralized administration of the supplementary pension scheme
outside the control of the National Pensions Institute, a fact that the
insurance companies surely appreciated.
For the advocates of an overall pension scheme corresponding to the
Swedish pension system - the Centre Party and the Communists - the
historical compromise reinforced the role of the national pension as a
minimum pension provided for everybody and decreased the role of
assistance model in the national pension scheme.

2.3 The Interest Groups and Pension Policy in Finland
Following the section that narrated the main events in Finnish pension
policy between 1956 and 1976, we now focus on four major class
blocs of the industrialized Finnish society; i.e., farmers, the working
class, the middle class and business. We summarize the positions of
each class-based interest group by means of the following table. By
using different dimensions of the pension system, which were created
for comparative purpose, the table concludes how each interest group
reacted during the process analysed above.
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Together with this comparison of interest groups, we trace the effects
of the Swedish ATP scuffle on the positions of the interest groups.
The question of whether the interest groups reacted to the events in
Sweden or to internal, national stimuli is interesting in this connection.
Finally, we illustrate the formation of political coalitions behind the
Finnish pension policy during 1956-1976.
Table 31. The Positions of the Major Interest Groups in Finnish Pension
Policy between 1956 and 1976
Interest

Group

Employers'
Confederation
Conservatives

Administration

Financing

Decentralized

Funding

lnsurance
companies

and employers

&
Group insurance

First position

Change to

Central Union

Provision

model

to private

Work performance

Decentralized
to private

Funding

rnsurance
companies

employers

Citizenship
model

Centralized

Pay-as-you-

level

State

Work performance

No clear

Work performance

DecenhalizeJ
to private

model

of

system,
employees

system,

Agricultural Pro-

ducers &
Agrarian/Centre Party
Position

to State

go system,

Central Organization

ofTrade Unions &
Social Democrats
First position
Change to

model

model

Confederation of
Salaried Employees
& Central Organization
of Professional
Associations
Work performance
Position
model
Communists
Position

position

pension

institutions

Decentralized
to private
penslon

institutions

Combination
of citizenship
and work performance models

Funding
system,

employers
Funding
system,

employers

Funding
system,

employers

Centralized

Pay-as-you-go

level

employers,

to

State

system,
State
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The closest advocates of business interests, employers and the
Conservatives initially supported the group insurance model for the
pension t)?es. But during the course of events, their stand changed
and they came to accept the work performance model, where earningsrelated pensions are targeted to all employees on equal grounds and not
differentiated on the basis of some occupational criteria as in the group
insurance model.

One further change over took place in employers' attitudes: they agreed
to total employer financing even though they had initially stipulated
that employees should contribute to pension payments. The price of
this change is reflected in administration dimension: the priorities of
the Finnish Employers' Confederation were decentralized administration
by private pension institutions and the possibility for enterprises to use
supplementary pension funds as a source of cheap self-finance.
The political legacy of the Swedish ATP fund scuffle cast a shadow
over the position of Finnish employers in pension policy. Diffusion
from the Swedish employers' negative experiences paved the way to
employers' consent to the supplementary pension issue in Finland. The
resounding defeat of SAF in the struggle for the supplementary pension
funds and the advice of SAF's managing director and pension experts
convinced the Finnish employers that it would be wiser to try to
influence the shaping of the supplementary pension system than to
oppose it totally. The best strategy was thus to minimize an obstacle
which could not be avoided.

Taking advantage of situational factors - a split in the hade union and
Social Democratic movement and wage earners suspicions concerning
the centralized National Pensions Institute - the STK was able to get
the organizational shape of supplementary pension system under its
control. This was a successful achievement, contrary to the failure of
their Swedish counterpart, even though the STK later had to grant
concessions to the trade unions: the number of trade union
representatives were increased in the administration of supplementary
pensions.

Once the Finnish employers had worked out the administration of
supplementary pension so that it corresponded to their interests, they
considered it to be the duty of employers and corporations to show that
the supplementary pension scheme chosen was able to function- The
tactics involved facilitating further development of supplementary
pensions as a part of general labour market agreements and repelling
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the goals of the National Pensions Institute and its supporters, i.e.,
realization of the Swedish type of centralized pension system. The
strategy adopted had much in common with SAF's pension policy
option during the ATP scuffle.

The opposite capital class bloc, the working class movement, has not
been unanimous in the Finnish pension policy, as can be seen from the
table. The two fairly evenly balanced labour parties - the Social
Democrats and the Communists - had competed with each other as to
Finnish domestic policy. The competition between them was also
reflected in pension policy, about which parties have not agreed. The
Finnish Social Democrats had favoured the work performance model in
the provision dimension. They developed earnings-related
supplementary pensions as the primary source of pension security and
considered the national pension system to be based on assistance
principles. The national pensions would be targeted to the needy and
would not paid to everyone irrespective of personal wealth. Moreover,
income testing diminished the role of national pensions in the overall
Finnish pension scheme.

As was the case in the flat-rate pension decision of 1956, the Social

Democrats and the wage earners' unions had doubts about the National
Pensions Institute, and during the scuffle over pension systems in the
1960s and 1970s, the Social Democrats saw no reason to entrust the
administration and funds of the supplementary pension scheme to the
Institute and its Centre Party sympathizers. The unions and the Social
Democrats rejected the model of centralized pension system and
championed the idea of a decentralized supplementary pension
organization for the private sector.

Furthermore, the Social Democrats backed a funding system which
gave a certain autonomy in relation to political decision-making. A
funding system, where pensions were seen as a subjective and earned
right, was considered better security against income transfers and
fluctuating political conditions than the solely politically regulated
pay-as-you-go system. Thus, the legacy of income transfer in the
national pension decision of 1956 and concern about the levels of
supplementary pension easily overshadowed preoccupation with the
fund and administration control. Therefore, the Social Democrats felt
that supplementary pensions can be developed step by step and their
administration made democratic by increasing the number of trade
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union representatives. A centralized state institution was not
considered necessary.

One deviation from this pattern occurred in the early 1970s, when the
SAK, or to put it more accurately, the social policy experts of the
SAK, demanded centralization of the supplementary pension system
and more effective steering of pension capital. These demands can be
seen partly as a reflection of the fact that the left wing of the Social
Democratic Party gained strength in the late 1960s, and this faction
wanted to strengthen the role of national pensions in the Finnish
pension security. The employers and private pension insurance
industry fought off these claims without much resistance, because the
upper Social Democratic leadership of the SAK remained loyal to the
compromise on pension administration and financing which had been
reached during the work of the committee on supplementary pension in
1960.

We can summarize the position of the Finnish Social Democracy and
its trade union wing by comparing them to their Swedish counterparts.
The pension policy events which occurred between 1956 and 1976
reflect the fact that the Finnish Social Democracy had been more
oriented towards short-term goals than their strategically minded
Swedish colleagues. The Finns have emphasized the goals of the
short-term distributive struggle, and the changing historical situations
played greater role than long-term strategic objectives.
The question of pension capital steering is a good example of this. In
the supplementary pension reform, control over pension funds was
entrusted to the employers; after that, supplementary pensions were
developed as a "series of non-decisions" where no deliberate step
towards capital steering and fund control was taken by the Social
Democrats.

On the other hand, this may mirror a difference in strategy between the
Finnish and Swedish Social Democrats: the Swedes developed
supplementary pensions as politically regulated pay-as-you-go scheme,
whereas the Finns preferred a labour market based funding scheme
over a politically regulated one. Further, the Finnish Social
Democracy reacted almost solely to internal stimuli, to the needs of its
supporting groups and to the previous pension policy legacy, while
political diffusion from the neighbouring Sweden hardly played a role.

251

The Finnish Communist movement emphasized different aspects of
pension policy than the Social Democrats. In the provision dimension,
they adhered to the idea of the citizenship model, above which
pensions based on the work performance model would be paid as
supplements. Of these two goals the one of the citizenship model
should have priority.
The Communist contention can be explained partly by the traditional
egalitarian ethos of the labour movement calling for a pension system
in which everyone would be treated equally. In addition, the structure
of the Communist Party's constituency, where smallholding agrarian
population and seasonal, unskilled workers had their footing, also
played a role. Concerning the supervision of supplementary pension
funds, the Communists demanded their centralization to the National
Pensions Instifute, where the Communist Parly has been represented.
Thus, the Finnish Communists had aspiring aims concerning capital
steering in the supplementary pension scheme, as did the Social
Democrats

in

Sweden.

Yet, it should be pointed out that the Communists, too, had short-term
goals for the distributive struggle. The majority wing of the party, in
particular those with links to the trade union movement, opposed the
citizenship model as the Social Democrats did, and considered it to be
an income transfer to wealthier farmers at the expense of wageearning and salaried groups. The majority has not had a clear stand on
the course of pension policy, but it had given its qualified approval to
the supplementary pension scheme.
The development of Finland into a wage-earners' society during the
1960s and 1970s had made the majority of the Communist Party more
sympathetic towards supplementary pensions, reflecting the fact that
work performance is the primary basis of wage earners' pension right
which to an increasing extent comprised the majority of Communist
voters. The opposition in the party "the fraction with more Moscovite
leanings", on the contrary, did not hesitate, instead they stuck to their
demands for an overall pension system centralized to the National
Pensions Institute.

In the early 1960s, the Finnish national pension scheme differed from
the corresponding scheme in Sweden in that it included an incometested assistance model and a flat-rate citizenship model. It was those
specific features of income testing that the Agrarian/Centre Parly and
the agricultural producers wanted to abandon during the pension policy
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scuffle in the 1960s and 1970s. As representatives of farmers'
interests, the Agrarian/Centre Party considered it unfair that wage
earners got their earnings-related supplementary pensions without
screening, while farmers and other self-employed persons were subject
to hard income testing and without supplementary pensions. To
abolish this defect, the organizations demanded an elevation of the
flat-rate national pensions and the codification of separate
supplementary pension acts.

Yet it should be emphasizedthat the Agrarian Parly's drive for larger
coverage was not based on an altruistic and universalist ideology per
se; on the contrary, the position has been more defensive: the selfinterest of farmers to obtain pension security for themselves. The
simultaneous enactment of TEL and LEL is a case in point. The
Agrarian Parly demanded broader coverage of supplementary pensions
(LEL) in order to get pensions for temporary workers in forestry and
agriculture, groups typically voted for the Agrarian Party.
Thanks to the large agrarian population and their strong grip on the
State machinery, for a long time the Centre Party was able to further
its standpoints in the pension policy of Finland. However, the
decreasing size of the agrarian population, and the fall of the farm
workers in particular, as well as the loss of the central position in
domestic politics forced the farmers' representatives to abandon their
plans and support the supplementary pension organization, to which
separate acts for farmers and other entrepreneurs were added following
many developments and much negotiation. This fact mirrors the
increased dependency of farmers on labour market and State policy.

It is interesting to note

that the Agrarian/Centre Party often referred to
the Swedish national pension reform of 1946, where income testing
was abandoned and to the act on general social insurance of 1963,
when the major branches of social insurance were gathered under one
basic act. These references were made in a technical manner, hardly
mentioning the political forces that brought about these reforms in
Sweden. Furthermore, the Centre Party seldom mentioned the reform
of earnings-related pensions. Thus, the Centre Party appealed to the
Swedish experiences in selective and tactical way.

The formation of political coalitions in the pension policy of Finland
has been centered round the structure of the national pension scheme.
As was mentioned the Finnish national pension scheme differed from
the Swedish one in that after 1956 it consisted of an income-tested
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assistance model and a flat-rate citizenship

model. This division

affected the formation of coalitions in such a way that the main dispute
was whether to develop the citizenship model or whether to develop
the assistance model together with work performance model.

This formation of coalitions has its roots in the social structure of the
nation. Finland became industrialized later than Sweden and its
agrarian population remained larger than in Sweden. This has been
reflected in Finnish pension policy through the distributive conflict

between the agrarian population and wage eamers. The same cleavage
accounts for the pattern of coalition formation in Finnish pension
policy. The political forces sharing the same kind of interests
concerning agraian population and wage earners have banded together.

The representative of a large agrarian population, the Agrarian/Centre
Party, has advocated flat-rate national pensions reflecting the main
thesis of our citizenship model. This policy gained support from the
Finnish Communists, who together with the Agraian/Centre Party
shared an important backing among the smallholding agrarian
population. In contrast, the Communists have also championed an
earnings-related supplement over flat-rate pensions, an issue which the
Centre Party has seldom mentioned. This difference reflects the
divergent interests of the two parties with respect to voters of working
class origin.
Wage-earning groups - the employees' unions and the Social
Democrats - have interpreted the demands for a citizenship model to
mean a transfer of resources into the hands of agrarian population.
Instead of citizenship model, they have supported supplementary
pensions tied to work performance and an assistance type of national
pensions. The employers and the Conservatives have joined this line
and defended the supplementary pension scheme, the formation of
which they actively promoted in the early 1960s.
The mutual understanding between the two coalitions was reached in
1976. This compromise on pension policy specified a division of
labour between the work performance and citizenship models. For the
coalition representing industrial interests, the wage earners' unions and
the employers, and their political clout, the compromise was important
because it placed the emphasis of pension provision on the work
performance model. For the coalition championing agrarian interests,
the compromise meant that income testing was gradually abolished in
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national pensions and the citizenship model, even though in very
meager form, remained in the Finnish pension schemes.

To recapitulate: The political fronts in Finland were not divided simply
between right and left as in Sweden, which was more bipolar. Vice
versa, wage eamers' and agrarian representation within the parties
became an important factor in determining the attitudes of parties. A
coalition of industrial Finland - employees and employers - and a
coalition of agrarian Finland - the Agrarian/Cenhe Purty, agricultural
producers and the "Backwoods" Communists - have opposed each
others as to pension policy in Finland.
Yet, when comparing the formation of coalitions behind Finnish and
Swedish pension policy, a class-based interest $oup perspective is not
enough. Attention must be paid to an important difference in the State
structure concerning the decision-making procedure in the
parliamentary reading.

In

Sweden, legislation concerning social policy can be passed by
simple majorities in parliament, and so "total" solutions to social
policy problems are possible. The ATP decision was an outstanding

example of this possibility. In contrast, the Finnish Constitution,
written by the victorious bourgeois forces of the Civil War, contains
exceptional safeguards for parliamentary minority protection. For
instance, legislation pertaining to property rights can be blocked by a
minority in parliament according to the rules regarding constitutional
amendments. If a bill regarding constitutional matters is backed by a
simple majority, it requires confirmation by two-thirds of the vote
following the dissolution and reelection of parliament. A bill can be
declared urgent by five-sixths of the vote, whereupon it again requires
two-thirds of the vote for final acceptance (Nousiainen 1971, 195-203)

This procedure which obliged the political parties to form larger
coalitions and to make more compromises in Finland than in Sweden.
These safeguards of property rights further guarantee that no radical
changes can be made in the Eduskunta regarding, for instance, the
steering of pension capital and pensions paid without large political
majorities. This pertains, in particular, to supplementary pensions,
which are seen as an earned, subjective right in Finland. This example
illustrates how the structure of the State can affect the mobilization and
alignment of interest groups with respect to pension policy.
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The parliamentary decision-making rules can be inteqpreted as an
intervening variable between class actors and pension policy outcomes,
which in opposing directions either facilitate or hinder pension reforms
in Finland and Sweden.

3 Denmark
The development of the Danish supplementary pension scheme has not
been a one blow solution as in Sweden, being instead a more gtadual

process involving different phases and stages, as in Finland. In 1956
the Danish national pension scheme was reformed and discussions
about supplementary pensions became more intense, and in 1981 the
idea of supplementary pensions tied to individual work performance

was finally given up.

Table 32. Main Events in Pension Policy in Denmark between 1956 and

1956
1956

1959
1962
1964
1964
1967
1970

l98l

National Social Insurance Act (Lov om Folkeforsikring): first step
towards the universal flat-rate old age pension. The age limit for
old-age pensions was raised from 65 to 67 for men, and from 60 to
62 for single women.
Index-Related Insurance and Savings for Old Age Act
(Indekskontrakter): private supplement of national pension.

Survivors' Pension Act (Lov om pension og hjaelp til enker):
general pension scheme for survivors; benef,rts income tested.
Minimum pension, about 20 per cent of the basic national
pension, made independent of the receiver's income, i.e. income
testing abolished.
Labour Market Supplementary Pension Act (Lov om
Arbej dsmarkedets Tillaegspension) : fl at-rate supplementary
pensions for wage eamers enacted as an off-shoot of collective
bargaining.

Invalidity and Old Age Pension Act (Lov om invalide- og
folkepension): a plan for a gradual transition to universal flat-rate
national old age pension until its adoption in 1970, income testing
gradually abolished from the basic part of national pension.
The Social Democratic Proposal for eamings-related supplementary
pensions (Indtaegtsbestemt tillaegspension i.e. ITP) for all gainfully
employed: a supplementary pension scheme corresponding the
Swedish ATP.

A surtax of 2 per cent earmarked for a fund for financing of the
future supplementary pension reform (Loven af 1970 om den sociale

pensionsfond)

- a compulsory

savings scheme.
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1970

The transition to a universal national pension without income
testing brought to a conclusion.

t977

Report of the State investigatory commission on principles for a
reform of national and supplementary pensions
(Pensionreformarbejdsgruppens report om principles for en
reform af de sociale pensioner)

1980

Employees' Wage Indexation Fund (Lonmodtagemes Dyrtidsfond)
esta'bliihed: defe-rred wage adjustmerits to be invested and paid out
supplementary pensions at retirement.

l98l

Payments into a fund (Den sociale pensionsfond) fqt Stt.. .
suoolementarv pension' reform discontinued, surtax included in
een;ral taxes, funds later used for improved flat-rate national
pension
f,ensions, i.e., the idea of eamings-related supplementary
icheme was abandoned.

as

3.1 The Establishment of the supplementary Pension scheme
for the Labour Market
Supplementary pensions had been discussed in 1955, in the connection
with the State commission (Folkeforsikringskommission) which laid the
ground for the citizenship model. At that time, the commission
abandoned the idea of supplementary pensions based on an insurance
principle, whether statutory or voluntary. The commission proposed
onty ttrat national pensions be reformed so that income testing would
gradually be dropped (Betaenkning 1955:123). Within the commission
the bourgeois parties - the Agrarian Liberals and the Conservativ.r'O had supported the idea of supplementary pensions, but the champions
of the flat-rate national pension scheme, the Social Democrats and the
Radical Liberals, rejected the idea of any statutory supplementary
pensions, supporting only voluntary individual supplements in addition
io national pensions (Betaenkning 1955:123,69; Vestero Jensen 1985,
104-10s).

The Social Democratic contention can be evaluated against the
background that, in the mid-1950s, the parly opted that the national
pensions was not accepted the Agrarian
an act of index-related insurance and
through
iaoiea
the
ConservativeJ
and
Liberals
savings for old age simultaneously with the national pensions in the F_olketing. Tltis
madJit possible io. p..tort between the ages of l8 and 57 to make "index contracts"
with banis and insurance companies for annuities from the age of 67. The premiums
as well as the sums insured wire subject to cost-ofJiving adjustments (cf. Kaim-Caudle
1973, 149).

'o Ho*.u.r, as the idea of supplementary
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pensions be based on a replacement level of t'wo-thirds of average
earnings. Furthermore, supplementary pensions following the insurance
principle would raise a huge pension fund under the direction of the
State, a fact that the Danish Social Democrats feared in the 1950s (cf.
Vesters Jensen 1985, 104).

Despite these discussions in the political areta, the idea of
supplementary pensions was initiated in the labour market. In the
context of collective bargaining between the Danish LO and the
employers' confederation DA, the idea of a pension scheme under the
direction of labour market parties was raised. No special demand for a
pension system was made, but the labour market parties were
unanimous that a committee should be appointed to prepare the pension
issue (Nelson 1984, 20).

This mutual committee between the LO and the DA discussed and
virtually agreed on a group pension scheme for blue-collar workers in
1962, but the Government led by the Social Democrats then intervened
in the collective bargaining. As an outcome of this Government

intervention, an incomes-policy package was enacted in 1963; it
included the promise of Government proposal concerning a pension
scheme (Nelson 1984,22-25; Vestero Jensen 1985, 126-127). The
promise was made as compensation for the compulsory two-year wage
restraint. The objective of the Government intervention was to prolong
the labour market agreement in order to stabilize the deficit in the
balance of current payments.

The Proposal of State Committee
The aim of the mutual committee of the labour market parties had

been to equalize the situation of salaried and wage-earning groups in
the pension sector, considering the fact that civil servants and upper
white-collar workers often had group pension plans and individual
lnsurance yhile lower white-collar and blue-collar workers were mostly
55.
uncovered
Yet since the collective agreement of 1963 covered the
55
--

According to the figures presented by Kangas and Palme (1989, 66), in 1960 about

14 per cent

of the all Danish employees were covered by group pension insurance.

The group pensions of the best quality are found in the civil seryants' pension scheme,
which in contrast to the arrangements for the private sector is based on law (since
1958) and is run on the pay-as-you-go basis (Betaenkning 1963:341, 110-111).
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entire labour market and because of the demands of the coalition
Government between the Social Democrats and the Radical Liberals,
the State committee (Tillaegspensionudvalget af 1963) that was
appointed had the objective of preparing a supplementary pension
scheme covering the whole Danish labour market (Betaenkning
1963: 341, 5). Thus, the pension model was changed from the group
insurance model towards the work performance model.
Therefore the white-collar workers were represented in the committee,
and the committee proposal included both white-collar and blue-collar
workers. Unskilled workers in the LO objected at the inclusion of
white-collar workers, but as many unpensioned lower white-collar
workers were members of the LO, it favoured the enrolment of whitecollar workers in the pension scheme. The employers also had doubts
about the inclusion of white-collars workers, and they proposed a
choice of contracting out to the white-collar organizations (cf. Nelson
1984, 33-36; Baldwin 1990,224\.

However, in the end even the civil servants managed to get themselves
covered. Hence, by political decision all wage earners were included
in the supplementary pension scheme, and the LO's aims to fill the gap
between blue-collar and white-collar workers were frustrated.
Since the committee proposal covered only wage earners, it aroused
irritation among the agricultural employers' organization SALA. In his
minority statement, the SALA representative declared that his
organization could not accept a proposal that left self-employed
persons, farmers in particular, and their assisting family members as
well as housewives uncovered. The SALA preferred a supplementary
pension scheme which would cover the entire gainfully employed
population and would be constructed on the top of national pensions.
The contribution to this universal pension scheme would be a fixed
amount of taxable income (Betaenkning 1963:341,27-28).

Contrary to the Swedish ATP, where pension contributions and benefits
depend on earnings, the State commission proposed that pension
contributions would be flat rate. The reason for this was that both the
LO and the DA rejected the idea of eamings-related contributions in
the Swedish style. Their opposition was based on different premises'
In principle, it was argued that the idea of earnings-related benefits did
not fit in with the Danish tradition of pension policy, where entitlement
to benefit usually was linked with individual social condition or purely
with citizenship (Nelson 1984, 38). Additionally, the LO did not want
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a pension system which would renew wage differentials at old age and
it considered that a moderate flat-rate contribution would be beneficial
to its low income members.
Because the employers' confederation DA opposed the automatic
indexation of pension benefits, it rejected any earnings-related
contribution and supported a moderate flat-rate contribution, too.
Furthermore, employers feared the far-reaching consequences that the
accumulated, Swedish style earnings-related contributions would bring

about (cf. Baldwin 1990,224).

Thus, the preference for flat-rate contribution was in line with the
Danish tradition of pension policy. The Danes had promoted State
financing and fixed contributions, reflecting the fact that Denmark had
a larger urban petty bourgeoisie than did the other Scandinavian
countries, and an economic structure dominated by small units (cf.
Allardt 1985b, l8). Finally, as the main purpose of the collective
agreement had been to limit the rise in labour cost, employee and
employer contributions were fixed at very moderate levels.
Thus, the State committee proposed a pension system where
contributions and benefits would be defined as a fixed amount.
Pensions would depend only on the number of years in service and not
on earnings. The procedure was the same as that adopted in Norway
through group pension arrangement worked out between employers and
employees in the beginning of the 1960s. The pension would amount
to DKK 2400 a year, which would correspond to about 50 per cent of
the income-tested national pension in 1963. As employers had
demanded, the benefits were not automatically indexed, and rising of
the pension level was left for the labour market parties to settle in their
negotiations. Employers would be responsible for two-thirds of
pension expenditure and employees for the remaining one-third
(Betaenknin g 1963 :341, 33).
Concerning the financing mechanism, the committee proposed a system
that would be a mixture of the funding system and the pay-as-you-go
system, as in Sweden and Norway. Yet since the proposed labour
market pension scheme would be self-financed, without State financing,
the funding system would be the core. The resulting pension fund and
the scheme would be managed by the central organizations of
employers and employees, and the daily routines concerning
contributions and payments would be handled by an autonomous,
centralized pension fund.
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The investment activities of the scheme were carefully restricted;
employers had an opportunity to reborrow 50 per cent of contributions
paid yearly (Betaenkning 1963,341,60). The State took part in the
scheme only as an employer, and thus there was no sign of State
involvement (Nordheim Nielsen 1990, 33).

The Parliamentary Decision
From the side of the Social Democratic Party, the committee proposal
of the supplementary pension scheme for the labour market (ATP) was
viewed merely as a forerunner to a real earnings-related supplementary
pension scheme covering all economically active persons, i.e., the work
performance model. This was underlined many times by the Social
Democratic ministers, and a new State committee was appointed to
prepare such a proposal when the ATP was in parliamentary reading'
Furthermore, a Government bill for a gradual transition to the
citizenship model without assistance elements was presented by the
Social Democratic Minister of Social Affairs in 1964 (Nelson 1984,
60).

Thus,

it

seems that the Danish Social Democrats aimed at a one-blow

solution of the pension issue according to the lines of the Swedish
overall pension scheme, where provision was made up of the
citizenship and work performance models' In these tactics, the
Govemment bill of the supplementary pension scheme for the labour
market ATP was to be the first steP.

Consequently, with respect to labour market pensions in the
parliamentary debate the Social Democrats stressed that their objective
was a Swedish style of earnings-related pensions. The Agrarian
Liberals and the Conservatives assured their long-lasting commitment
to the well-being of elderly, but in many respects were critical towards
the Government bill. In particular, the Agrarian Liberals, as an
advocate of farmers' and other self-employed persons' interests,
criticized the proposition for its limited coverage - as farmers and the
self-employed were excluded.

The Conservatives were not satisfied with the flat-rate formula
proposed for labour market pensions, and promoted the idea of
pensions graduated by earnings, as in the Swedish ATP system'
Briefly, both the Conservatives and the Agrarian Liberals made positive
statements for the work performance model. Further, the Conservatives
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wondered about the real aim of the Govemment's bill when the Social
Democratic Minister of Social Affairs appointed an additional State
committee to prepare new legislation concerning wage earners'
pensions at the same time with the bill was being read in parliament

(Nelson 1984, 68-80).

The Socialist People's Party agreed with the proposal, but felt that a
supplementary pension scheme in the Swedish style would be
preferable, because such a scheme would allow pension capital to be
steered to housing.
The Social Democrats refuted the criticism of the Agrarian Liberals

and the Conservatives by maintaining that the supplementary pension
scheme for the labour market was just the first stage in the
development towards a supplementary pension scheme covering all
gainfully employed persons (Nelson 1984, 68-80; Vestero Jensen 1985,

126-127). The Government's bill was passed by a large majority in
March 1964, and only the extremist right-wing party, the Independence
Party, voted against it.

3.2 The Proposal for the Work Performance Model
As was mentioned above, alongside with the passing of ATP, the
Social Democratic Minister of Social Affairs appointed a new
investigatory committee to prepare legislation concerning
earnings-related pensions, and as the first objective to deal with the
issue of including farmers and other self-employed persons in the ATP
scheme.

The problem of pensions for farmers and other self-employed persons
was added to the committee work because of the severe criticism of
the Agrarian Liberals and the Conservatives that the ATP left these
groups uncovered. In spite of this criticism the committee ended by
denouncing the idea of compulsory coverage for farmers and other
self-employed persons. The committee concluded that an inclusion of
these groups would cause the ATP scheme excessive administrative
and financial problems. However, as in Finland, the real problem was
the unfavorable age structure of the farming and the self-employed
populations, and the question of how this cost should be divided
(Nelson 1984, 84-85). Thus, the main dispute concerned the relative
distributions of benefits and costs between different social classes.
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The employers' and workers' organizations were not willing to
underwrite the costs of including farmers and other self-employed
persons, and insisted that if these groups wished to be covered, they
should pay for it themselves on actuarial grounds. The farmers' and
other self-employed persons' organizations, in turn, showed little
interest in joining the ATP scheme on these severe terms. Moreover,
several organizations for farmers and the self-employed, e.g. the
SALA, voiced support for the Swedish style of supplementary pensions
covering all gainfully employed people, and waited for the main
proposal of the committee (Nelson 1984, 83-87; Baldwin 1990,
227-228).

The main objective of the committee included preparation of a pension
scheme which would cover all salaried and wage-earning grcups as
well as farmers and other self-employed persons. This scheme would
be built on top of the national pension scheme and it would be based
on a combination of funding and the pay-as-you-go technique. No
State funds could be used in financing the scheme, and the
inflation-proof pension would correspond to about 60 per cent of the
receiver's previous work income (Betaenkning 7967:452,7-8). In this
connection, it should be remarked that when the committee was
appointed, the bourgeois parties also subscribed to the general
principles of the work performance model.
The committee prepared the matter thoroughly. Its highly technical
work concentrated on scrutinizing of the Swedish supplementary
pension scheme, and later also the corresponding Norwegian scheme
(cf. Betaenkning 1967:452, 19-24). The committee report sketched the
general features of a statutory earnings-related supplementary pension
scheme, that would also cover farmers and the self-employed. This
pension scheme (Den indtaegtsgraduerede tillaegspension, ITP) would
function as a supplement to the national pension scheme. It would be
financed exclusively by employers' contributions paid into an
accumulative fund.

As regards the administration and investment policy of the fund, the
committee took no precise stand but stressed that such a huge fund
would require a specialized administrative organ. Owing to the under
development of the Danish stock market, investment in bonds was
recommended. Pensions were related to work performance and
previous earnings, with the goal being a total earnings-replacement
ratio of 60 per cent in terms of the worker's average wage

\
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(Betaenkning 1967:452,25-34, 108-110). The proposal differed very
clearly from the previous Danish pension policy reforms, which usually
leaned on the principle of assistance or citizenship models.
When the committee gave its report in 1967, Danish politics underwent
a sharp ideological polarization, and the committee report was eclipsed
by general politics. The general election in 1966 led to the first
left-wing majority in the Danish parliament, and the Social Democrats
broke with their traditional coalition partner, the Radical Liberals, and
sought the support from the Socialist People's Party. The two socialist
parties negotiated and easily reached agreement on matters of domestic
policy, but the negotiations turned sour when the Social Democrats
refused to reconsider either their allegiance to NATO or the 1960
defence agreement. A formal alliance between two parties was
therefore ruled out. Nevertheless, the parties were able to agree that
the Socialist People's Party would lend ad hoc support to a minority
Social Democratic Government. Shortly thereafter, the two parties
established an informal joint consultative committee in parliament
(Esping-Andersen 1985, 94-95; Hornemann Moller 1986, 8l-83;

Nordheim Nielsen 1990, 33).

The results of the general elections of 1966 and the period of the
minority Social Democratic Government, the so-called Red Cabinet,
prompted the traditionally divided bourgeois parties to unite against
Social Democracy)o. The bourgeois parties radicalized and buried their
normal disputes and found a common front against the Social
Democrats. Moreover, blurred lines of contact between bourgeois
parties and interest groups in business and agriculture were patched up
and strengthened (Nordheim Nielsen 1990,33-34). Thus, when the
Social Democratic Minister of Social Affairs launched a pension bill in
accordance with the committee report, proposing an earnings-related
pension scheme that would be enacted together with the full national
pension, it was faced with bitter bourgeois criticism (Nelson 1984, 98;
Vesters Jensen 1985, 130-l3l).

tu

Th" Corr"rvatives and the Agrarian Liberals usually emerged as united front against
social policy reforms, whereas the Radical Liberals, thanks to their reformist
ideological background, had a long tradition of co-operation with the Social Democrats
in reform policy.
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Even before the Government's supplementary pension bill was
business
presented, the joint statement of the employers
the
down
shot
associations and banks and insurance
upcoming bill. Private business objected to replacement rates presented
in the committee proposal, to exclusive employer financing and to the
accumulation of large pension funds under political control. Last of
all, the business associations stipulated that all other alternative pension
systems should be investigated before any proposal for statutory
earnings-related pensions were given (Nelson 1984, 9l'92; see also

Nordheim Nielsen 1990, 34\.

when the Government presented the bill in 1967, it foundered in its
first parliamentary hearing. The bourgeois parties g well as the Left
Socialists rejected the principle of earnings-relation'". Contrary to their
stand in 1964 the Conservatives now felt that the State should content
itself with setting a basic level for every citizen, on the top of which
people could provide for themselves. The Agrarian Liberals wanted to
replace the existing pension scheme for the labour market, the ATP, by
a new inflation-proof pension scheme (en vaerdifast tillaegspension,
VTP) which would cover every Dane and would be financed through
State funds.

Both bourgeois parties were also opposed to employer financing and
were afraid of having an enorrnous fund under political control. The
Agrarian Liberals stated that their proposal for a new pension scheme
(vTp) would abandon any need for fund raising, which was considered
too heavy a burden for private enterprise to carry. To the Radical
Liberals, the fund was an irrelevant and unnecessary feature in the
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Th. S*.dish colleagues' experiences in the ATP scuffle affected Danish life and
pension insurance companies in such a way that the competition which the ITP scheme
would bring about was not welcome (cf. Nelson 1984' 98-99).

tt

Both bourgeois parties, the conservatives and the Agrarian Liberals, had expressed
their mutual interesi in social reforms in 1964 by appointing a commission
(Socialreformkommission) to recommend minimum standards for all cases of income
Lss and for co-ordinating and harmonizing different branches of welfare policy,
sickness, unemployment, and accident insurance, in particular. This bourgeois initiative
caused concern for the Social Democrats, especially for the trade union movement
which defended the autonomy of sickness and unemployment funds. Some Social
Democratic social policy experts, however, were positively inclined to this kind of
Beveridgian rationalization (see Homemann Msller 1986' 84-87).
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context of pension policy, too (Nelson 1984, 93-97; Vestero Jensen
1985, 130-137).

It seems obvious, as Vesters Jensen (1985, l3l-132) has put it, that the
bourgeois resistance to the fund was not directed against accumulating
funds and capital concentration per se, but more against State control,
i.e., in this case Social Democratic control. This resistance and
adhering to the citizenship model become even more understandable
when we note the willingness of bourgeois parties to give State
advantages to individual and group pension insurance)v. In fact, it can
be claimed that existing group pension schemes and the interests of the
private pension insurance industry became impediments to
govemment's proposa,l^ for statutory eamings-related supplementary
pensions

in

Denmark6o.

The Social Democratic Government was in a difficult situation. The
Government wanted to equalize the status of blue and white-collar
workers by means of its pension proposal, but the fund issue caused
the total rebuttal of the proposition by the bourgeois parties. As the
traditional coalition with the Radical Liberals had collapsed and the
Social Democrats were in a shaky alliance with the Socialist People's
Party, the Government did not have much parliamentary support to
lean on.

Vice versa, as a consequence of the Social Democrats' contacts with
the Socialist People's Party, the Radical Liberals drifted to the right,
and the bourgeois parties were united in their resistance to the work
performance model. The period of the Social Democratic Red
Government lasted only thirteen months; the alliance with the Socialist
People's Party collapsed when a splinter group broke with the Socialist
5e

In what is called the third social reform, carried out in the 1970s, both the
Conservatives and the Agrarian Liberals renewed their interest in the flat-rate principle
and demanded tax-financed equal benefits for the whole population. The benefits were
so small that they left ample room for private insurance policies (Homemann Moller
198t,262).

60

The role of the private pension industry, pension funds, insurance companies and
banks, is illuminated by the following figures. The pension funds, insurance
companies and banks accounted for about 90 percent of total pension saving
(DKK 25 406 million) in Denmark in 1970. The remaining l0 per cent was the
legally stipulated ATP share. The biggest relative share of total savings, 59 per cent,
was that of insurance companies (Henriksen et al. 1987;301; Holst-Pedersen &
Kjemtrup 1989, 37).
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People's Party owing to the Government's austerity measures and
formed the Danish Left Socialist Party. The Govemment called for a
general election in 1968, which failed to return the socialist majority to
the Danish parliament, and a Government of three bourgeois parties
took over (Esping-Andersen 1985,94-95). Likewise, the idea of the
work performance model was buried.

In addition to these trends in domestic politics, some internal party
reasons contributed to the Social Democratic Party's failure. Internal
division within the party and lack of active support from the LO
should be emphasized.

The Government and its Minister of Social Affairs wanted to secure
for blue-collar workers the same kind of earnings replacement in
pensions that was common among the ranks of white-collar workers.
As a part of previous pension package deals, however, the Social
Democrats had conceded generous tax advantages to white-collar
workers' pension schemes (cf. Esping-Andersen 1985, 164), and rapid
pace of the structural change in the Danish society increased the
number of white-collar workers entitled to group pensions. Thus, the
white-collar workers were already tied to earnings-related group
pensions, making it difficult to mobilize them to support the
Government's supplementary pension proposal"'. The previous pension
policy legacy overshadowed the Government's intentions.
Furthermore, within the Social Democratic Party, as in the Left
Socialists, doubts were voiced about earnings-replacement principle
because it was seen to collide with the need for redistribution, what
was so highly focused in the earlier Danish pension legislation (cf.

Baldwin 1990,231: Nordheim Nielsen 1990, 35).

In the trade union movement the urgency of supplementary pension
reform was not emphasized any more pressingly. The unskilled

workers and their unions traditionally preferred tax-financed
income-tested or flat-rate pensions, and eamings-related benefits were

u'

In 1970 more than 20 per cent of Danish employees were insured under collective
group pension plans, and there were more than two million State guaranteed private
p.rrrion insurance policies in existence (cf. Kangas & Palme 1989, 66). Between 1960
and 1985, the share of wage eamers entitled to group pensions increased from one-fifth
to one-third of the all wage earners; in absolute figures the increase was threefold
(Henriksen et al. 1989,214).
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not considered a top priority (Nordheim Nielsen 1990, 34; see also
Marklund 1988,474). It should be kept in mind that the ATP scheme
had been passed three years ago and the gradual elevation of the
flat-rate national pensions was taking place at that time. Quite
surprisingly, the skilled workers and their unions, the metal workers in
particular, who normally backed earnings-related welfare, were no more
enthusiastic. They expressed fears that adoption of a costly
supplementary pension plan would undermine realization of the 40-hour
week and longer paid holidays (Nelson 1984, 93; Nordheim Nielsen
1990,34-35).

Further, the metal workers' union expressed doubts that a sudden rise
in employers' share of pension financing would eliminate the
possibility of a rise in wages in 1969. The short-term goals of wage
negotiations were ranked higher than the Government's supplementary
pension intentions. This position is line with the interpretation of Iver
Hornemann Msller (1981, 197-199), who points out that the Danish
Social Democratic movement has always considered employer
financing of social security as an alternative to increases in wages, and,
consequently they preferred tax-financing of social security.

3.3 Later Efforts to Establish the Work Performance Model
To understand the pension policy events of the 1970s some general
remarks on the context of the Danish domestic politics need to be
made. The picture in Denmark in late 1960s was one of fragmentation
on the left. As mentioned, the general election of 1968 brought into
power a bourgeois coalition Government under a Radical-Liberal
leadership, which was devoted to halting the growth of public
expenditure and taxation. The Government sat for the full four-year
term, but it resigned in 1971 when it became clear that the LO would
refuse to participate in compulsory wage restraint (Esping-Andersen
1985, 95).

After 1971, a trend towards disaggregation, volatility and polarization
became evident in the Danish political system. In particular, the
outcome of the elections in 1973 indicated the collapse of the old
two-bloc pattern of domestic politics and the rise of an entirely new
political cleavage structure, which pitted protest politics against the
Social Democratic Party and its welfare state ideology. Further, from
1973 onwards the Social Democrats also had to contend with the shift
to the right of the Centre Democrats, initially over the issue of
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excessive taxation of house-owners (Esping-Andersen 1985, 97 -99;

Elder et al. 1988, 76-54). Thus, the views of the Social Democratic
pension reform were cloudy.
The bourgeois parties' coalition Government formed in 1967 mentioned
pensions only briefly in its working program: "There is a general
agreement that everyone should receive an inflation-proof flat-rate
old-age pension" (Nelson 1984, 100). The bourgeois coalition
Government had no intention to keep alive the idea of the work
performance model, which the same parties had rejected during its
parliamentary hearing.

During their four years in opposition, from 1967 to 1971, the Social
Democrats maintained a low profile on pensions and put aside the idea
of the work performance model. During this opposition period, in
parliament they made two motions for pension reforms. The
propositions weighted the adequacy of national pensions, and demanded
raising the basic benefit level by 50 per cent. Statutory earningsrelated pensions were referred as a long-term objective (Nelson 1984,
100; Vesters Jensen 1985, 137-138).
Whereas the Social Democrats laid aside the idea of the work
performance model, the Socialist People's Party adopted it. The party
concentrated especially on two issues: the raising of a huge fund and
centralization of all existing private, group and individual pension
schemes under one basic

act. The fund would be invested in

State

bonds, in order to stimulate economic activity and housing
construction. The bourgeois Government rejected the proposals
through its parliamentary majority, and as to the centralization of
private pension schemes, it declared that existing individual and group
pension schemes supplementary to national pensions should be left
untouched (Vestero Jensen 1985, 138-139).

The Reform Fund for Future Supplementary Pensions

In December 1969, the Minister of Finance of the bourgeois coalition
Government presented the Government's plans for stabilization of the
Danish economy. The most urgent task was to promote savings in the
national economy. According to the Minister, saving could be
stimulated by introducing a additional national pension contribution.
These contributions could be collected into a fund, which could later
be used for supplementary pension reform. The Social Minister of the
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bourgeois Government presented this proposal (Den sociale
pensionfond), which included a general surtax of 2 per cent, to
parliament in 1970 (Nordheim Nielsen 1990, 35-36).

According to the bill, the pension capital to be collected would be used
to create a supplementary pension scheme, in three stages. During the
first stage, in 1976, about one-third of the final pension would be paid
out, and during the second stage, in 1979, another third of final amount
and finally from 1982 onwards, the full supplementary pension would
be paid out. The pension would amount to DKK 3000 for married
couple and DKK 1800 for a single person (Nelson 1984, 100-l0l).

It should be noted that these pensions were independent of income i.e.
flat rate, and their level was very modest, about one-quarter of the
basic national pensions in 1982. Hence it seems valid to conclude that
the bill was motivated more by macro-economic reasons than
sociopolitical ones (cf. Nordheim Nielsen 1990, 36). The fact that the
legislation was initiated by the Minister of Finance gives additional
support to this conclusion.
In the parliamentary hearing the Social Democrats warmly welcomed
the bill, but they underlined that it should be seen as a first step
towards more earnings-related supplementary pensions. They further
stated that pension payments should be favoured at the expense of
compulsory savings. The other socialist parties were much more
critical of the Government's bill. The Socialist people's party, the
Left Socialist and the communists rejected the proposal on the grounds
of its financing. The bill was based on a proportional tax, which itself
undermined the progressiveness of the Danish tax system (Vestero
Jensen 1985, 140).
Despite this criticism, the Government bill was carried by a vote of 86
9. The Social Democrats abstained during the final vote. Alongside
the passing of this act, the gradual transition to universal flat-rate
national pension was brought to a conclusion in April 1970. In this
way the citizenship model was solidified in Denmark.

to

Proposal of the New State Commiffee

In connection with the fact that supplementary pensions should be paid
out from 1976 onwards, a State committee was appointed to consider
all possibilities and implications of supplementary pensions once again
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in 1973. The investigatory

committee was set up by the Social
Democratic minority Government. The commission, which consisted
of the same civil servants who had served on previous pension
committees and labour market representatives, worked out three
technical models for future pension reform (Betaenkning 1977:799,

t4-t7).

Model A). Pension scheme based on the existing flat-rate national
pensions. The level of pensions would be raised.

Model B). The flat-rate national pensions are supplemented by flatrate supplementary pensions. Persons with the same number of years

in service receive an equal pension.

Model C). The existing flat-rate pensions serve as basic pensions.
These basic pensions are connected with supplementary pensions
related to individual work performance and earnings, i.e., a pension
system corresponding to the Swedish overall pension system.
The committee report was hardly discussed in the Folketing. The
Social Democrats together with the bourgeois parties were unanimous
about improvements of national pensions, whereas the idea of earningsrelated pensions was hardly mentioned. The Centre Democrats, the
splinter group of the Social Democrats supported the report's ideas
about eamings-related pensions, while all other parties from right to
left opposed it (Nelson 1984, 107-l1l).

As to the reform of national pensions, there was some dispute between
the bourgeois and socialist parties. The bourgeois parties wanted
pensions to be flat rate, whereas the Social Democrats, in particular,
wanted them to be income tested for persons with an income of more
than DKK 30 000. The dispute was settled in accord with the Social
Democratic contention, though with less harsh income testing, and all
three bourgeois parties and the Social Democrats unanimously accepted
the national pension increases proposed in 1978 (Nelson 1984, 110;
Vesters Jensen 1985, 143-144).

In

1976, when the first stage of the supplementary pension reform was
supposed to be enacted, recession forced the Social Democratic
Minister of Social Affairs to postpone the reform by three years. In
1979 the recession seemed to become a real depression and the
supplementary pension reform was once again put off to the indefinite
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future, whereas some assets collected in the reform fund were used for
improvements in flat-rate national pensions.

Finally in 1981, the four parfirers to the broad agreement on pension
policy reached in 1978, the Conservatives, the Agrarian Liberals, the
Radical Liberals and the Social Democrats, consented to a drop of 2
per cent earmarked tax and to use of funded assets to improve the
national pensions. In parliament this bill was carried by vote of 116 to
19 (Nelson 1984, 112; Nordheim Nielsen 1990,36). Thus the idea of
the work performance model was killed by a large majority of the
Danish Folketing.

3.4 The Interest Groups and Pension Policy in Denmark
The Danish pension policy events will be summed up in this final
section. The summary is based on table 33, which shows the positions
of the key interest groups and any changes in these positions during
the period scrutinized. The formation of coalitions behind pension
policy will be briefly summarized. Further, as in the case for Finland,
we try to determine whether the interest groups reacted purely to
internal stimuli in the national context, or whether diffusion from the
experiences of the other Scandinavian countries, particularly from the
Swedish ATP reform, played a role.
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Table 33. The Positions of the Major Interest Groups in Danish Pension
Policy between 1956 and l98l
lnterest Group

Provision

Administration

Financing

Employers'
Confederation &
Business Associations
Position

Group insurance
model

Decentralized
to private
institutions

Funding system
employers,

First

Work performance

No clear

Funding system,
employers,

Change to

Citizenship
model

Decentralized
to municipal
level

Pay-as-you-go

Citizenship
model

Decentralized
to municipal
level

Pay-as-you-go
system, State

First

Group insurance
model

Centralized
to an independent
pension fund

Funding system,

Change to

Work performance

Centralized

Mixed system,

Conservatives &
Agrarian Liberals
position

Radical Liberals
Position

Federation of
Trade Unions
position

Social Democrats
First

model

model

position

to State
level

employees

employees
system,
State

employers,
employees

employers

position

Citizenship
model

Decentralized

to municipal

Pay-as-you-go
system, State

Change to

Work performance

Centralized

Mixed system,

model

level

to State
level

employers

Central Organization

of Salaried Employees
Position

Group insurance
model

Decentralized
to private
pension funds

Funding system,
employers,
employees

The Danish capital had adopted the group insurance model as the best
solution for pension schemes. The major aim of employers had been
to keep pension schemes under labour market control without any State
interference. Moreover, the funding of these schemes must be limited
so that there would be no risk of wage earner conffol of capital
steering. In accordance with this position, employers wanted to keep
the labour market pension scheme ATP as modest as possible, so that
no real steps towards the Swedish version of supplementary pensions

273

could be taken. This stand was clear from the very begiruring, since
the employers were afraid of the far-reaching consequences of the
Swedish style solution.
Consistently, when the Danish Social Democrats presented their plan
for an earnings-related pension scheme in accordance with the Swedish
ATP, the employers and business associations objected to increased
employer financing and to political control of pension capital, in
particular. Employers promoted the idea of fixed contributions and
flat-rate benefits; the idea of a statutory earnings-related pension
scheme with proportional contributions would have been rejected.

Furthermore, employers also demanded that employees should take part
in the financing of group pensions.

All these facts reflected the economic structure of Danish society,
which in comparison with, for instance, Finland and Sweden, has been
dominated by smaller economic units. Thus, the Danish employers'
position contrasts sharply from the position of the Finnish employers,
who were keen spokesmen of earnings-related pensions. However, the
employers in both Denmark and Finland shared the position that
financing and administration of pensions should be kept under labour
market control, and in this respect they were more successful than their
Swedish counterpart.
Though the Danish employers and business emerged as an united front
in their opposition to the work performance model, there was some
divergence in the employers' positions. When the labour market
supplementary pension scheme ATP was undergoing preparation, the
Danish Employers' Confederation DA wanted the scheme to cover only
blue-collar workers and rejected the widening of coverage to whitecollar workers and self-employed persons. In contrast, the agricultural
employers' federation SALA wanted the scheme to cover the entire
economically active population, the agrarian population in particular.
However, when the time came to oppose the Social Democratic
pension proposal, the employers confederations were single-minded.
The employers' stand reflects the effect of the previous pension policy
legacy, which is emphasized by statist and institutionalist theories. The
private pension industry and banks, which have had a strong grip on
group and individual insurance markets since the mid-1950s, were
eager to oppose any work performance and earnings-related scheme.
Their links with employers solidified during the polarization of pension
policy, which occurred in the late 1960s, leading to an alignment
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resembling that in the Swedish case, where employers, insurance
companies and pension funds jointly objected to the Social Democratic
pension scheme.

The Agrarian Liberals and the Conservatives spoke in favour of
insurance type, contributory pensions in the mid-1950s, but when the
ATP was introduced in 1964 they criticized its limited coverage and
wanted the scheme to cover everyone gainfully employed, i.e. they
promoted the work performance model. This position can be
interpreted in terms of the constituency of these parties: Farmers, the
urban petty bourgeoisie and the middle classes made up a considerable
part of the parties' voters, and a labour market pension scheme that
omitted these groups was therefore not acceptable. Both parties thus
opted for an arrangement, which would secure the class interests of
farmers, the urban petty bourgeoisie and the middle classes.

In addition, parties were critical of plans that would obligate farmers
and entrepreneurs to pay the whole pension contribution by themselves
Thus, in the mid-1960s both parties expressed positive stands
concerning the Swedish type of work performance and earnings-

related pension scheme, although the main emphasis was put on the
wide coverage, whereas financing and administration did not receive

much attention.

Owing to ideological polaization of politics in general and to the
objections of business associations, however, the parties reversed their
stand and abandoned all references to earnings relation in the late
1960s. At this time, the Agrarian Liberals and the Conservatives
championed the citizenship model, and demanded an increase in
flat-rate national pension benefits. When the Radical Liberals joined
them, the bourgeois parties found a common front to consolidate the
citizenship model against the Social Democratic work performance
model. Now both Danish Liberal parties and the Conservatives
supported the same kind of option that the Agrarian parties had
advanced in Finland and Sweden.
The advocation of the citizenship model can be seen as a response to
the interest of the parties' traditional voters, and indirectly promoting
market-mediated alternative, group and individual pension schemes, in
addition to the statutory pension system. In the case of such a
mixture, the role of the State would be guarantee basic income
security, while earnings-related provisions would be obtained through
market-mediated arrangements and not through State measures. Since
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1956, the Conservatives, in particular, had been eager to favour capital
accumulation in private pension funds through taxation legislation.
Therefore the pension schemes legislated should be shaped so as not to
disturb the continuous accumulation of pension capital in private hands.
A funded statutory pension scheme had no place in this view.

Furthermore, though it was not debated in the political arena, the
number of white-collar workers engaged in group pension plans was
growing all the time, as a result of the rapid structural changes which
occurred in the Danish society in the 1960s and 1970s. As in Sweden,
the bourgeois parties clearly had no intentions of violating the pension
rights of white-collar workers in the way that a pension system similar
to the Swedish ATP would certainly have done. Likewise, the
citizenship model supplemented by private group and individual
pensions was considered better alternative.

The abundance of blue-collar workers without pension coverage and
the ATP scheme introduced in Sweden urged the Danish LO to push
for a pension scheme for its members. Both the LO and the employers
confederation DA aimed at group pension plan which would cover only
LO members, thereby equalizing the pension status between blue and
white-collar workers. But because the plan was implemented in the
context of nation-wide incomes-policy package in 1963, from the
beginning it covered all wage eamers. Therefore, the LO's aims to
create collective solidarity between blue-collar workers and whitecollar workers were shattered. On the other hand, the LO had many
lower white-collar members, and it agreed to the inclusion of whitecollar workers in the end.
Contrary to the Swedish and the Finnish labour movements, which
insisted on earnings-related contributions and benefits, the Danish LO
and Danish employers preferred flat-rate contributions and benefits.
This contention was in line with earlier Danish pension policy
traditions, and further, the LO regarded flat-rate formula to be
beneficial to its low paid members. When the Social Democrats later
presented their pension policy proposal for the work performance
model, the LO in principle approved the proposal. But the LO's
position was circumscribed by the internal division between skilled and
unskilled labour, which mirror the urban craft tradition and the slow
pace of Danish industrialization. The unskilled workers and their
unions preferred flat-rate benefits and a limited coverage for the ATP
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scheme, and hence their interest to the Social Democratic work
performance model was not keen.

Additionally, skilled labour and industrial workers, who normally
favoured eamings-related benefits, were no longer eager. Other goals
of wage negotiations, such as a rise in wages and paid holidays, were
more important to their unions. According to the old tradition of State
financed social security, the trade unions saw pure employer financing
an obstacle to future wage increases.

Therefore, compared to that of its Swedish counterpart, the LO's
position was a one of short-term goals; ambitious plans for capital
steering by means of State-owned pension funds cannot easily be
pointed out. The rejection of statism and the preference for labour
market pension schemes has more similarities with the view of the
Finnish trade union movement. Furthermore, the internal division of
the Danish LO resembles the divided Finnish trade union movement,
where political schisms between the Social Democrats and the
Communists have prevailed.
Concerning the salaried employees' confederation, the table shows that
the confederation has been a supporter of the group insurance model.
The pension funds covering white-collar workers (known as the
tvaergende pensionskasser) rose steadily in the 1960s and 1970s, and
consequently white-collar workers were not easily mobilized behind a
statutory earnings-related system.
Moreover, white-collar workers have traditionally preferred penston
systems that reflect labour market positions and hierarchies. A
statutory pension system creating collective solidarity between different
segments of the labour market and between different occupations thus
was not a top priority. For instance, when the ATP was created in
1963, the white-collar workers joined the proposed system, to maintain
the previously existing differences in pensions between them and

blue-collar workers. Thus, unanimous and solidary interest in
wage-earners' pension similar to that in Sweden did not emerge in
Denmark.

The Danish Social Democrats initially were supporters of the
citizenship model. During the process of national pension reform in
the early 1950s, the party set the goal of "full old age pension" with an
earnings-replacement ratio of two-thirds - comparable to the high
pensions of civil servants. The parry had a cool attitude towards
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statutory earnings-related supplementary pensions and it preferred
separate individual and group pension schemes in addition to national
pensions. The enactment of the ATP, supplementary pension scheme
for the labour market, in 7964 is line with this view.

The Social Democrats objected to statutory supplementary pensions in
the 1950s because such a pension scheme would most likely be based
on the insurance principle and would accumulate enormous assets
under direction of the State. This attitude clearly differs from that of
the Swedish sister party, which had favoured statist solutions.

After supplementary pensions had been introduced in Sweden and
Finland, however, the principle of earnings-relation diffused to
Denmark, and the position of the Danish Social Democrats changed
considerably. The Social Democrats then aimed for a Swedish type of
earnings-related pension scheme, which would cover all those
economically active and would create collective solidarity between

wage earners and salaried employees.

But whereas eamings-related pensions were a success for the Swedish
labour movement and neutral for the Finnish labour movement, they
were a distinct failure for the Danish labour movement. When the
Social Democrats presented their bill to parliament, it was defeated in
its first parliamentary reading. The proposal that would involve
pension funds under Social Democratic control and the general political
situation unified the bourgeois parties, and the idea of a work
performance model was buried in parliament. Consequently, the Social
Democrats abandoned the idea and opted for improvements in the
national pensions.

The reasons for the Social Democratic failure rest in the fact that the
Danish Social Democrats had fewer power resources than their
Swedish counterparts, and the legacy of previous pension policy. The
Danes did not have the same kind of power, nor a similar dominant
place in Government and in parliament to push their plan through as
the Swedes did. The trade union support which had been unanimous
in the Swedish case was not as uniform in Denmark. The Danish LO
could not take a stand as an internally unified pressure group, owing to
its composition including both skilled and unskilled workers' unions,
and their preferences for different pension policy options.

Further, the fragmentation of the Danish left impeded mobilization of
any larger leftist coalition behind the work performance model. Neither
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was there co-operation between the Social Democrats and the
Conservatives, as had occurred in Finland.
Previous pension policy decisions also played a role in the Social
Democratic failure. The tax exemptions approved in the national
pension decision of 1956 laid the groundwork for the expansion of
individual and group pension schemes for white-collar workers outside
the scope of statutory pensions; this inhibited the formation of any
larger coalition to support implementation of the work performance
model. In addition, structural change of the Danish society was
augmenting the number of white-collar workers who had vested
pension rights, without any conscious decision by political parties or
labour market organizations.
The petty bourgeois and craft-based structure of the Danish society had
labelled the Danish pension policy reforms, which mostly were based
on assistance or citizenship models. A similar commitment could be
seen in some contentions of the Social Democrats and the LO, which
had doubts concerning an eamings-related formula tied to labour
market status and spoke in favour of redistribution through flat-rate or
income-tested benefits.

Moreover, skilled workers' trade unions often saw pure employer
financing as an alternative to wage increases; this, too, dampened the
enthusiasm for earnings-related pensions. Some circles of the Danish
labour movement, therefore, had diffrculties in accepting the principles
of the Swedish ATP legislation.

when attention is turned to the alignment of political parties behind
reforms, the formation of coalitions was quite variable. As in Finland,
the Danish national pension scheme of the late 1950s combined
citizenship and assistance models, which implied that a "basic" part of
national pensions was paid to everyone regardless of wealth or income,
whereas an additional part and, in practice, the main part of national
pensions was paid after screening claimants' income and wealth-

Consequently, this dualism set limits on discussions of pension policy
in Denmark. The main dispute focused on whether pension policy
should be based on the citizenship model or whether development
should centre on pensions tied to work performance. Up to the Social
Democratic supplementary pension proposal of 1967, the conservatives
and the Agrarian Liberals had a positive attitude towards the work
performance model. The traditional coalition of the Social Democrats
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and the Radical Liberals were in favour of a more flat-rate profile for
the pension scheme, along the lines of the citizenship model.

Yet, when diffusion from the other Scandinavian countries reached the
Danish Social Democrats, and they began to spoke in favour of the
work performance model with its State-directed pension funds, the
co-operation between the Radical Liberals and the Social Democrats
collapsed. The issue over earnings-related pensions then became
polarized in such way in Denmark that it resembled the alignment of
political forces in Sweden during the late 1950s.
However, contrary to developments in Sweden, previous group pension
in Denmark prevented the Danish Social Democrats from
uniting white-collar workers and blue-collar workers, and the bourgeois
parties in Denmark were unanimous in their objection to earningsrelated pensions. The general political shift to the left further
consolidated this united bourgeois front, and instead of the work
performance model, they now aligned themselves with the development
of the citizenship model. This unification deviates clearly from
developments in Sweden, where the bourgeois forces were fragmented
and split. The unification of bourgeois forces and the Social
Democrats' inability to obtain support from the left forced the party to
schemes

gave up its plan.

After this defeat the Danish Social Democrats kept a low profile with
regard to the work performance model, and in 1978 all four major
parties, the Conservatives, Agrarian Liberals, the Radical Liberals and
the Social Democrats, agreed that emphasis would be placed on the
national pension scheme, thereby giving up the idea of the work
performance model. Thus, in contrast to Finland, where the winning
coalition placed priority on the work performance model, the winning
coalition in Denmark - the bourgeois parties - together with the
accommodating Social Democrats emphasized the citizenship model.
This, in turn, explains the flat-rate profile of provision of pensions in
Denmark.

4 Norway
The first proposal for the work performance model dated back to 1952,
but its implementation took place in Norway between 1957 and 1969.
In 1957 income testing that been included in the national pension
scheme was dismantled, i.e., the scheme changed from the assistance to

280

citizenship model. In 1969, an income test was once again
incorporated in the national pension scheme, in the form of special
supplements for pensioners without earnings-related supplementary

pensions. The monument of the period was the adoption of the
National Insurance Scheme Folketrygd in 1966, which included
eamings-related pensions.

Table 34. Main Events in Pension Policy in Norway between 1952 arld 1969
1952
1957
1957

The LO's proposal for instigating an investigation
supplementary pensions.

of

Income testing abandoned in the old-age national pensions, i'e.,

flat-rate national pensions for every citizen.

An act was passed to co-ordinate the pensions previously under .
public emptdyees' group pension plans. Public employees' pensions

were thus-integrated with the flat-rate national pensions.
1957

Orphans' pension scheme introduced.

1957

Early retirement pensions for fishermen, sailors and forestry
workers.

1960

The joint scheme for tariff-regulated pensions (Fellesordningen for

tariffestet pensjon, FTP). A flat-rate group pension scheme for the
LO's members without statutory group pensions. Non-unionized
workers and the self-employed could be also covered, in certain terms.

1961

Invalidity pension scheme introduced.

1964

Act on widows' and mothers' pensions

1966

National Insurance Scheme (Folketrygd) incorporating old-age,
invalidity, widows', orphans', unmarried mothers' pension schemes..
Eamingd-related suppl6mentary pensions introduced; eamings.-related

pensiois and basic-national pensions co-ordinated as in Sweden, with
lhe ceiling for pensionable eamings set at 12 times the basic amount.
1967

FTP, the joint scheme for tariff-regulated pensions, discontinued.

1969

Special pension supplements for pensioners without eamings-related
supplementary pensions.
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4.1 Supplementary Pensions through Group Pension Plans
The Government's National Insurance Report in 1948 came out in
favour of flat-rate pensions for all, and insisted that anybody wanting
security in excess of the minimum standard had to provide for it
himself. Yet, the report did not take any categorical stand on
earnings-related pensions (St.meld.nr.58, 1948, 7-8; also Hatland 1986,
s6-s7).

Accordingly, there has been a marked growth of voluntary pension
plans alongside the national pensions in Norway during the past 50
years. Civil servants in Norway received a group pension as early as
1917. The pension plan, implemented through a Pension Act, aimed at
giving civil servants 66 per cent of their final salary as a pension
(Averbye 1990, 90-94). This group pension plan for State employees
served as the model for the establishment of other group pension plans
for white-collar workers in the municipal and private sectors. Owing
to the employers' right to deduct all pension expenditure from taxable
income, the period up to 1952 can be described as an era of expansion
for these private group pensions (Alexander 1966, 13-15; Averbye
1990, 108).
The favouring of employees' group pensions aroused irritation among
farmers and other self-employed groups. In consequence, in 1952
similar tax deduction rights were allowed for their individual pension.
Thus in 1952, all employers and the self-employed could deduct their
pension contributions up to one-quarter of their average gross income
(Averbye 1990, 108). In the same year, the right to tax deductions
was restricted to pension plans which adhered to regulations that
copied the group pension scheme for State employees. Hence, the
previous group pension plans that were proportional to paid premiums
changed to group pension schemes proportional to previous salary.

This development towards salary related benefits together with the
substantial growth of employment in the service sector caused an
expansion of white-collar workers' group pension schemes from the
mid-1950s onwards. The political decision in 1957 to abolish the
assistance model in national pensions further facilitated this growth.
As long as the national pensions were income tested, they had
prevented the receivers of group pensions from getting a national
pension. When these income testing regulations were dropped, group
pensioners could also receive full national pensions. Thus, the nature
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of group pension plans changed from compensatory to complementary
in relation to the national pension scheme.
Although the white-collar workers were covered by group pension
plans, blue-collar workers were mostly outside of these arrangements,
and if they were included in them, their pension level was much lower
(Alexander 1965, 504). Thus, the decision in 1957 to drop income
testing was gladly welcomed by the Norwegian LO, which saw it as a
starting point for the development of blue-collar workers' group
pensions, in particular for those groups who were entitled only to
national pensions. NAF, the employers' organization, also held this
view, regarding abandonment of income testing as leaving plenty of
room for development of company-based pension security (Pettersen
1987, 50-51; Hagen & Hippe 1989,22-23)Therefore, both labour market parties were able to agree on the main
principles of the joint scheme for tariff-regulated pensions (FTP)
already in 1958. The pension agreement of the LO and NAF was
signed on 9 December 1960. This scheme, based on the principles of
the group insurance model, aimed to give blue-collar workers pensions
that were similar to those common among the more privileged
white-collar workers, an exception being that white-collar workers'
pensions were earnings-related whereas the pensions in this joint
scheme were only service related (Hippe & Pedersen 1988, 69), i.e.
they wele related only to the period of insurance and not to earned
incomeo'. The scheme would cover the LO's members without
statutory group pensions; and non-unionized employees of firms
belonging to NAF could also be included. In certain conditions,
self-employed persons were able to join this pension scheme, too.

The scheme would pay out old-age and widows' pensions, and the
pensionable age would be 70 years. The full flat-rate old-age pension
would be NOK 2400 in a year after 2000 weeks of premium payments
The scheme would be based on a combination of funding and pay-asyou-go techniques, employers being responsible for two-thirds and
employees for one-third of the total costs. The pension scheme would
be administrated by an independent organ under the supervision of

u'

A, *" saw in the Danish supplementary pension process' this tariff-regulated
flat-rate pension scheme partially served as a model for the Danish ATP, which was

adopted

in

1964.
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NAF and the LO. The daily routines, registration of members,
premiums and pension payments etc. would be handled by the existing
national pension institution (Rikstrygdeverket) (St.meld.
1963-1964,128).

w.

75,

Within the LO, it was hoped that this new pension arrangement would
prompt an expanding number of non-unionized employees to join the
central union. But employers' objection prevented this flat-rate pension
plan from being extended to LO members only, and hence the LO's
aims to use it as an instrument to recruit new members were not
realized. Moreover, it should be noted that the tariff-regulated
pensions were of little importance in industries with low union density.
Still about one-third of all wage-earners were totally outside the scope
of supplementary pensions after the implementation of the FTP (Skau
1980, l15; Hagen & Hippe 1989,23).
Finally, the flat-rate contributions were seen to be regressive and an
overly heavy burden for low paid members of the LO, and
consequently many were of the opinion that the pension issue should
be removed from labour market and placed within the political arena
(West Pedersen 1990, 87-90).

To sum up the situation before the National Insurance Scheme
Folketrygd: about one-third of wage earners, mostly civil servants and
white-collar workers in the private and the municipal sectors, were
covered by earnings-related group pension plans, the following third of
wage earners, blue-collar workers, were entitled to flat-rate labour
market pensions FTP, and the remaining third was totally outside of
any group pension arrangement, i.e., they were dependent only on
national pensions (Hippe & Pedersen 1988, 70).

4.2 The Parties Take Stands
The first political stands concerning supplementary pensions were
expressed in the Storting in 196lo'. In connection with the debate on

u'

Th. LO had

suggested a committee investigatory process on supplementary pensions
1952, but this idea was opposed inthe Storting by the Standing Committee of Social
Affairs (West Pedersen 1990, 9l).

in
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pensioners' income level, three supplementary pension perspecttves
were mapped by the parties (St.meld.nr.75, 1963-1964, 1).

The Labour Party opted for labour market based supplementary
pensions in accordance with the tariff-regulated FTP. Employees'
pensions would be financed by employers' contributions, while farmers
and the self-employed would pay contributions on their own account.
The financial support from farmers' and self-employed' associations
would also be possible. These separate labour market pension schemes
could be centralized later (St.meld. nr. 75, 1963-1964, l; Pettersen
1987,56).
Thus, the Labour Party's parliamentary representatives felt that, in the
FTP, the labour market parties had found a suitable solution to the
issue of wage earners pension, and considered this strategy worth
continuing. As an example of this was a statement made by Einar
Gerhardsen, the Norwegian Prime Minister, in 1960; where he
defended company-based pension schemes and saw no reason to follow
the lines of the Swedish sister parly with respect to supplementary
pensions (Hatland 1986, 59).

However, it should be underlined that in addition to this flat-rate group
pension option, some opinions expressed in the Labour Parly supported
a centralized earnings-related pension scheme in the Swedish style.
The social policy and economic experts of the Labour Party, in
particular, favoured the Swedish solution, because they saw State
involvement as being necessary to guarantee the equal treatment of all
citizens and because State-owned pension system was regarded as an
important tool for the socialization of pension insurance (Skau 1980,
1

ls).

Further, politically controlled pension funds increased State control
over the capital markets, and provided a financial source available to
State directed industrial expansion and agricultural rationalization. This
group considered the creation of the FTP, the tariff-regulated pension
scheme, to be an impediment to a once and for all solution to the
pension issue in line with the Swedish ATP (Skau 1980, 115; Seip
1986, 218). In a way, the Norwegian Labour Party took a stand
midway between the group insurance and work performance models.

Contrary to the Labour Parly, the Liberal Party and the Christian
People's Party were not satisfied with the tariff-regulated pensions,
because the core of their voters, the self-employed and farmers, were
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not covered (Skau 1980, 115; see also Hagen & Pedersen 1937).
Instead, both parties opted for a statutory earnings-related pension
scheme, which would cover all gainfully employed (St.meld. nr.75,
1963-1964, t).
The small Liberal Party had always been a supporter of the insurance
principle; being an advocate of earnings-related pensions that in
principle followed the old insurance thinking, was not opposed to the
Liberal Party. The defeat of the Swedish Liberal Party in the
ATP-dispute further prompted the Norwegian Liberals to speak in
favour of statutory supplementary pensions (Hatland 1986, 58; Ringen
1987,74). Thus, the Norwegian Liberals' pension policy position bore
some resemblance to that of the Swedish Social Democrats.

In the same way as the Labour Party, the Conservatives preferred
voluntary pensions, but the Conservatives wanted them to be based on
individual pension insurance contracts rather than on labour market
schemes. According to the party's spokesmen, the Conservatives
would gladly see the establishment of supplementary pension
arrangements, but this was not a task for the State. The State should
provide only minimum security, above which everyone could take
additional insurance. The Centre Party held the same view on the
matter (St.meld.nr.75, 1963-1964, 1; Hatland 1986, 58-59). This plan
had many similarities with the annuity savings scheme, i.e., index
contracts, which the Conservatives and the Agrarian Liberals
introduced in Denmark in 1956 (cf. Seip 1986,219).
To sum up the positions: the most clear support for the work
performance model was expressed by the Liberal Party and the
Christian People's Party. The Labour Party was somewhat divided, but
spoke in favour of the group insurance model. Finally, the
Conservatives and the Centre Party supported a combination of the
citizenship and individual insurance models.

4.3 The Committee Report on Supplementary Pensions
The parliamentary debate called for a pension committee, and the
Labour Party Government appointed a committee to work on the issue
of supplementary pensions in January 1962. The committee consisted
of representatives of the major political parties and of the labour
market organizations and of the State administration (Innst. 1962, 3).
The major problem facing the committee was whether to propose a
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general and statutory supplementary pension plan covering all those
economically active or whether, instead, to develop the existing group
pension plans and gradually build them up to cover everyone active in
ih" lubour market (west Pedersen 1990, 96). Briefly, the committee
was facing the issue of whether to adopt the work performance model
or group insurance model.
Sometime during 1962, a broad majority in the committee was inclined
to think that a statutory pension scheme related to earnings and work
performance would be the best solution. This indicated that in 1962,
the LO had changed its strategy in favour of a statutory supplementary
pension scheme, and that its representative together with the Labour
Party's representative now backed the statutory option (cf. West
Pedersen 1990,98).

In November 1963 the committee gave its report , recommending a
statutory overall pension scheme with an increase in the basic national
pensions and the establishment of earnings-related supplementary
pensions. In 1966, the basic pensions would amount to NOK 4200 for
a single person and NoK 6000 for married couple. The basic pensions
would be linked to the cost-of-living index, a stand which was rejected
by the employers' advocate. The statutory earnings-related pensions,
which would function as supplements to basic pensions, would cover
all those economically active. The benefits would be calculated on the
basis of previous earnings and the employment record. The ceiling for
pensionable earnings would be set at NOK 26000 in the year, i.e., at a
quite low level compared to the Swedish and Finnish procedure.
The administration of daily routines would be entrusted in the hands of
the national pensions institute (Rikstrygdeverket), and accumulated
assets of this partial funding scheme would be directed by a locally
decentralized pension fund administration. This overall pension scheme
would be based on tripartite financing by contributions from employers,
employees and public revenues (Innst. 1962,4-5).
The committee report was not received very favourably. Similar to the
stand of its representative in the committee, the LO regarded that the
pension system should be financed through employers contributions,
and felt that the proposed compensation for earnings was too modest.
If one wanted to eliminate the group pension plans, the compensation
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for earnings of the upcoming statutory scheme should be adequate64.
The labourite leadership of the Social Department agreed with the LO
criticism concerning the level of pensions.
Contrary to the report of the committee, which had favoured
decentralization of the pension fund administration, the Social
Department insisted on a centralized fund administration, which would
give better possibilities for loaning and capital steering. According to
the Social Department, the collected pension assets could be loaned to
the State-owned banks, loans should also be directed to promoting
decentralized local development, i.e., to the Regional Development
Fund (Distriktenes Utbyggingsfond) (St. meld. nr. 75, 1963-1964,49s0).

The insurance branch did not agree with the idea of statutory
supplementary pensions and proposed that the State should only set
certain minimum requirements for supplementary pensions, after which
labour market organizations or private policyholders would have free
hands to choose whichever organization they wanted. In this
connection, the insurance branch referred to the Finnish supplementary
pension scheme which is run by private insurance companies (cf. West
Pedersen 1990, 113-114). Furthermore, the insurance companies
considered the pension level proposed too high, because it would have
undermined the markets of existing life and pension insurance policies.
Concerning the basic national pensions, the employers' organization
NAF did not approve of the automatic indexation of basic national
pensions proposed, and the farmers' organization (Norges Bondelag)
stated that the level of national pensions should be higher than was
proposed by the committee majority. The farrrers' representatives
further demanded that the pension contribution should be the same for
employees and self-employed persons. Finally, the interest groups
defending white-collar workers' interests claimed that the existing
group pension rights of their members should not be violated when
implementing the committee proposal (Innst. 1962, 4-5; St.meld.nr.75,
1963-1964, 18-54).
64

L fu"t, this was, in part, what happened after the adoption of the Folketrygd. T'he
flat-rate group pension schemes, which were corrtmon among blue-collar workers, were
done away with, whereas white-collar workers' salary-related group pension schemes
remained in full force (Hippe & Pedersen 1988, 1l-12).
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4.4 Changes in Parties' Decisive Positions
In spite of the recommendations of this broadly representative
committee, a sudden change of events in the political arena in autumn
1963 caused a change of parties'stands, especially with respect to the
wavering of the Labour Party regarding the issue of supplementary
pension. It should be emphasized that this change took place before
the committee had completed its worlg but not before there was a
broad majority in the committee pro statutory supplementary pensions.

Yet the difficulties of the Labour Party had begun already in the late
1950s, in the connection with the issue of membership of NATO. In
consequence, the Labour Party was confronted by a splinter group to
the left, which formed the Socialist People's Party in 1960 (Elder et al.
1988, 82-83). Furthermore, on the right, the bourgeois parties began to
form a common opposition programme, ending decades of
disagreement.

In the general election of 1961 the Socialist People's Party won

seats

and the Labour Party lost the parliamentary majority it had enjoyed
since the war (Esping-Andersen 1985,221). Hence, from 1961
onwards the Labour Party Government had to rely on the support of
the Socialist People's Party. In autumn 1963, at event known as the
Kings Bay affair and involving a disaster in one of the State-owned
mines caused a public scandal, and the Social Democratic Minister of
the Interior was forced to resign. consequently, the Socialist People's
Party withdrew its support of the Labour Party's Government, thereby
toppling it. Thus, for the first time since 1936, the Labour Party
Government was dismissed from office (Mjoset 1986, 116-1171'
@verbye 1990, 140-l4l).

Yet when the Lyng Government, a new tripartite bourgeois party
Government, was approved in the Storting in September 1963, the
Labour Party parliamentary grouP, led by Einar Gerhardsen, presented
the Lyng Govemment with a counterproposal wherein the Labour Party
expressed its interest in a statutory pension scheme that was much
more far-reaching than that proposed by the Liberal Party. Thus, in
conformity with the Swedish ATP, the new pension system would
cover the entire population, including fishermen and farmers.
According to the counterproposal, pensions should amount to two-thirds
of earnings, i.e., it should approach the pension level of civil servants.
Financial responsibility for pensions would be divided as follows:
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Employers would pay the pension costs of their employees, the pension
of farmers and fishermen would be covered by turnover tax, and
other self-employed persons would contribute their own pension costs
themselves. The build-up pension fund would be administered by the
State (St.meld.nr.75, 1963-1964, 2).
costs

The counterproposal was a concretization of the parly and work
programmes of the Labour Parry (Skau 1980, ll7). The rivalry in the
political left and the structural change in Norwegian society, with the
agrarian population shrinking and the white-collar strata increasing, had
forced the Labour Party to reformulate its policy so as to maintain its
old rural and provincial constifuencies and to attract new voters among
white-collar workers in the private sector. The new policy was a
mixture of strong State direction of the economy, industrial democracy,
and welfare policy (Esping-Andersen 1985,222; Mjoset 1986,
117-118). Consistently, the parly now spoke in favour of a statist
earnings-related pension scheme that would be very similar to that
proposed by the Swedish Social Democrats.

A

statist earnings-related scheme would give the party's traditional
constituency, the "little people", i.e., fishermen, smallholding farmers
and temporary workers, access to earnings-related pensions, which was
not the case in group pension arrangements such as the FTP (cf.
Averbye 1990,142). Furthermore, the work performance formula
would homogenize pension interest between white-collar and other
workers, and finally, the Labour Party speculated on a possibility of a
rift in co-operation between the bourgeois parties, which had different
opinions about the pension issue (Ringen 1987, 74-75).

This counterproposal, though not the pension stand, appealed to the
Socialist People's Party, and a Labour Party Government resumed
office. The bourgeois Lyng Government lasted for only a couple of
weeks. The Labour Party's return to power was conditional, requiring
the support of the Socialist People's Party, and this pulled policy of
the Labour Party Government to the left (Esping-Andersen 1985,
221-222).

Once the Labour Party Government had adopted the idea of the work
performance model, the Conservatives and the Centre Party changed
their stand. They did not want the Labour Party's pension proposal to
split the bourgeois front apart and to monopolize the pension issue.
Vice versa, they laid aside their individual views on the pension affair,
and the bourgeois parties united behind the plan first proposed by the
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Liberal Party and now also supported by the Labour Party Govemment
(Hatland 1986, 59; Hagen & Hippe 1989,24- 25). The reasons for
this change in the bourgeois camp were influenced by the course of
events in the Swedish ATP scuffle. In Sweden, the earnings-related
pensions enjoyed overwhelming popularity following their introduction
by the Social Democrats. The bourgeois parties suffered a bitter defeat
in this dispute, and it was quite clear that the Norwegian bourgeois
parties wished to avoid a similar fate (Skau 1980, l15; Elvander 1980,
268; Hatland 1986, 58; Epland 1987,122-123).
Therefore, instead of opposing the issue, they declared themselves in
favour of statutory earnings-related pensions. Another point which
further facilitated their approval was that the statutory arrangements
included farmers and other self-employed persons, important backers of
the bourgeois parties. This unanimity was further confirmed by
co-operation between the bourgeois parties in the Standing Committee
on Social Affairs of the Storting in 1964-t965 (Seip 1981, 57-58).

However, it should be noted that NAF, the employers' organization,
did not accept the Labour Party's new proposal on supplementary
pensions. It considered the replacement level, two-thirds of earnings,
too high and warned that such a proposal would increase inflation and
endanger employment and investment. Moreover, it criticized the idea
of huge pension fund under State control (West Pedersen 1990,
l 14-l l5).

In spite of the employer stance, the potential political conflict regarding
earnings-related pensions never came to a head. Instead, there was a
political rivalry between the parties as to who would implement
earnings-related pensions first. Therefore, earnings-related
supplementary pensions and the national insurance reform became a
prominent issue in the 1965 parliamentary election, not because parties
disagreed on the content of the reform, but because they quarrelled
about each other's reliability in their active support for a quick
legislative solution and because they argued over which party had first
came up with the idea of supplementary pensions (Kuhnle 1986, 123).

The Labour Party lost the election in 1965 to a coalition of bourgeois
parties, and the left lost its majority in the Srorumg. Consequently, the
Conservatives, the Liberal Party, the Centre Party and the Christian
People's Party were able to form a stable coalition Government in the
same year. This was the Borten Government, which introduced its bill
about the National Insurance Scheme Folketrygd in 1966. The bill
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renewed the main principles of the 1964 Report on National Insurance
Scheme (St.meld.nr. 75, 1963-1964), which under the supervision of
the Labour Party Government had carried out the groundwork for the
National Insurance Scheme. As an important part of the proposal,
earnings-related supplementary pensions would also be enacted.

A crucial difference from the Labour Party Government's report

was

that in the bourgeois parties' proposal, the level of the flat-rate basic
pensions was higher and the earnings replacement rate of
supplementary pensions was cut from 50 to 45 per cent of the wage.
This change corresponded both to the stand of farmers' interest groups,
which had demanded higher basic pensions, and employers' stance for
a lower replacement level (cf. West Pedersen 1990, 128).
When the National Insurance Scheme was discussed in the Storting,
broad support for the Government's bill was voiced in every party.
Only the Socialist People's Party argued for higher basic pensions and
for more flat-rate supplementary pensions, as in the Danish ATP
scheme, but they, too, backed the general principles of the system
(Seip 1981, 58). The Norwegian Communist Party, which had lost its
last Storting representative in 1961, opposed the idea of earnings
replacement and spoke in favour of the option that would augment the
level of basic national pensions to two-thirds of the average industrial
wage (Skau 1980, 140; Hatland 1986, 60).
The National Insurance Scheme Folketrygd was established in 1966.
Norway then got an overall pension scheme which comprised both the
citizenship and work performance models. The solution resembled the
Swedish version, with the differences that the Norwegian pension
scheme profiles were more flat rated and the basic pensions and the
supplementary pensions are based on the same type of financing, i.e,
the tripartite financing, whereas in Sweden the supplementary pensions
are purely on the responsibility of employers. This difference in the
financing dimension mirrors the tighter unification of the basic and
supplementary pensions in the Folketrygd.

Disagreement on Financing
Although the bourgeois parties agreed on the creation of the National
Insurance Scheme and the earnings-related supplementary pensions, the
issues of financing and fund raising caused controversies between them
and the Labour Party. The bourgeois parties initially managed to gain
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acceptance for their view on that the old tripartite financing, the
national insurance taxes being derived from employers, the insured and
public revenues, be continued. The employer financing demanded by
the LO was abandoned, however, and more State funds were expended
to ease the financial burden of municipalities and self-employed.

It

1964, the Labour Party Government's report on the National
Insurance Scheme included the recommendation that contributions paid
during the build-up of the Folketrygd should be high enough to cover
current pension expenses and the establishment of the pension fund
(St.meld.nr.75, 1963-1964). The fund raising proposal aroused both
ideological and political conflict, which to some extent is comparable
to the polarization of events that occurred in Sweden'

According to the Labour Party view, which was expressed in the
debate in the Storting, the fund should be large enough to cover an
amount representing three times the annual pension payments by the
year 2000. This would come to NOK 70.5 billion in 1967 currency in
2000 (Hatland 1986, 162). The Labour Pafty thought that the fund
(the National Insurance Fund) would compensate for the expected
decrease in private saving and would contribute to steady and strong
economic growth. Furthermore, the party demanded that the
centralized pension fund administration could channel the capital that
had been saved into investment projects with high priority for society
as a whole (St.meld.nr.75, 1963-1964)-

As their sister parfy in Sweden, the Conservatives objected to the
accumulation of substantial funds under State direction. They felt that
a centralized State-directed pension fund would mean a considerable
increase in State power over private savings and credit markets (Seip
1986, 230). Therefore the conservatives favoured a more meager fund
raising than the Labour Party, and promoted decentralization of the
pension fund administration, which would give local commercial and
industrial life more potential to influence investment decisions (Seip
1986,220). This position colresponded to the wishes of the
employers, banks and insurance companies.

The Conservative Party succeeded in pushing through its views on the
funding issue also among its bourgeois coalition partners in the Borten
Government. Thus, when the National Insurance Scheme came to a
decisive vote in 1966, it was supported by a bourgeois party majority
in the Storting, and the Conservatives' stand on meager fees and
tunding was adopted (Hatland 1986, 162; Epland 1987, 119). In
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consequence, the National Insurance Fund has never had such a strong
position as the ATP funds in Sweden. Further, the transfer of
resources to the National Insurance Fund was modest from the
beginning and up to 1979, after which the transfers stopped completely
and the growth of the fund has rested only on income from interest
(Folketrygdfondet 1988, 5).

As to the second objective of the Labour Party, i.e. to increase saving
in Norwegian society, saving in private insurance has not fallen nor
has total saving in Norway increased much since the National
lnsurance Scheme was introduced (Hatland 1986, 172-174). Hence the
wishes of bourgeois parties seem have been fulfilled. Additionally, as
the LO lost its interest in the contracted group pensions after the
realization of the Folketrygd, there was no central nationwide
regulation, and the development of company pension schemes was left
to local market forces (cf. Hippe & Pedersen 1988, 34-35).
Yet, this picture should be supplemented by mentioning the fact that
the National Insurance Fund is not the only tool by which the State
may control savings and private pension capital. The private pension
funds and insurance companies have been obliged to invest part of
their assets in the State and in municipalities, and thereby channelling
private insurance savings to promote public investment (Kangas &
Palme 1989, 5l). In this fashion the Labour Party's objective of
strong State control over capital markets was partially implemented.

4.5 The Interest Groups and Pension Policy in Norway
Employers did change their attitude during the process scrutinized.
After income test of the national pensions had been abandoned in
1956, the employers backed the establishment of company-based group
pension schemes, but together with the LO they implemented the joint
scheme for tariff-regulated flat rate pensions in 1960. This pension
scheme covered the entire field of wage settlement between NAF and
the LO, thereby breaking down adherence to the principle of company-

based pension security.

294

Table 35. The Positions of the Major Interest Groups in Norwegian Pension
Policy between 1956 and 1967
Interest Group

Employers'

Confederation
Business

Provision

Administration

Financing

Group
insurance model

Decentralized to
private institutions

Mixed system,

Work performance

Decentralized

Mixed system,
tripartite

&

Associations

First
position

Change to

model

to separate

State pension

fimds

employers,
employees

financing

Conservatives

First
position

Citizenship
model

Centralized to
State level

Pay-as-you-

Work performance

Decentralized to

separate State

Mixed system,
tripartite

model

Centralized to
State level

Mixed system,
tripartite

position

Citizenship
model

Centralized to
State level

Pay-as-you-

Change to

Work performance

Decentralized to

go system,
tripartite
financing

Change to

model

pension funds

financing

Liberal Party &
Christian People's
Party
Position

Work performance

financing

Centre Party &
National Farmers'

Union
First

go system,
tripartite
financing

Federation of
Trade Unions
Labour
Party

Mixed system,
tripartite

model

separate State
pension funds

Group insurance

Centralized to

Mixed system,
employees

Work performance

pension fund
Centralized to
State level

financing

&

First
position

Change to
Federations of
Salaried Employees
Position

model

model

Work performance
model

independent

Centralized to
State level

employers,

Mixed system,

employers

Mixed system,
employers

295

During the reform process, employers came to accept the principles of
the work performance model, which would provide pension coverage
for all those gainfully employed. Thus, employers recognized that not
only salaried groups were entitled to earnings-related pensions, but all
wage earners, farmers and other self-employed persons should also
have access to pensions related to income. Yet the employers did not
approve of earnings relation as high as the Labour Party spoke in
favour of, and demanded that this level be lowered.

With the exception of the insurance branch, employers' and business
interests did not object to State involvement in the pension field per se,
as their counterparts in Sweden and Denmark had done. On the
conffary, they accepted statism but insisted on decentralization of the
State-owned pension fund administration. Decentralization would
decrease the concentration of power at one point within the State
bureaucracy and would give local business more potential to influence
investment decisions. Employers' attitude towards the State-directed
pension scheme might reflect the fact that the Norwegian bourgeoisie
has traditionally been weak and dependent on the State (cf. Mjoset
1985, l2). Its position is weak compared to the autonomous and
independent Swedish bourgeoisie, which so strongly opposed the State
supplementary pension scheme

in

Sweden.

The dependency of the Norwegian bourgeoisie on the State can be
further illustrated by contrasting Norway and Denmark. The common
goal of the Labour Party and big business in postwar Norway was
industrialization, specifically the promotion of export and big industry.
This industrialization was based on significant State control of
investment and active credit policy, which included the so-called
"credit socialism", i.e., low interest rates, a system of State banks, and
extensive interventionism with respect to private financial institutions.
In contrast in Denmark, the State has been rather unexperienced in
economic planing and intervention, and it has given enterprises and the
bourgeoisie a free hand to manoeuvre with regard to agricultural
exports and other trade activities. Hence, Denmark has maintained open
and deregulated credit markets with high interest level and strong
integration in international credit markets (Mjoset 1986, 96).

The same is true of the Norwegian Conservatives as regards the role of
the State in pension policy. The Conservatives spoke in favour of the
citizenship model, which would guarantee minimum pension security
for every citizen in accordance with the liberal tradition. The
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supplementary pension security would be everyone's own business, and
therefore socialization of private pension insurance business should be
avoided. This model resembles the State guaranteed annuity saving
scheme, which was adopted in Denmark in 1956 in accordance with
the Conservatives' terms for the flat-rate national pension reform.

The Conservatives learned a political lesson from the defeat of the
bourgeois parties in Sweden and reformulated their position, coming
out in favour of State-directed supplementary pensions. This was
similar to the negative learning that affected the change in tactics of
the Conservatives and of employers in Finland. Although the
Norwegian Conservatives accepted the statist pension scheme, they
worked for decentralized fund administration and for less fund raising
than the Labour Party. The Conservatives managed to convince its
bourgeois coalition partners that a huge fund would be dangerous to
private economic initiative, and therefore the fund issue was settled in
accordance with the Conservative view.
The Conservatives chose the passing of earnings-related supplementary
pension legislation as the lesser of two evils, in contrast to the Swedish
sister party which had objected to the legislation of both supplementary
pensions and fund raising. The position has similarities to the Finnish
conservatives' strategy, which recognized the need for legislation but
worked to keep supplementary pension funds under private control.
Hence, in Norway and Finland, the dimensions of administration and
financing were more important than the questions of benefit structure
and legislation.
The small Liberal Party was the first political parly in Norway to
propose the legislation of a supplementary pension scheme covering all
those gainfully employed. This stand is in line with the traditional
principle of the party. It spoke in favour of an insurance analogy,
according to which "he who has paid (earned) more should also receive
more than he who has paid (earned) less"' In this respect, the
Norwegian Liberals resemble the Finnish Liberals who were also eager
spokesmen of the earnings-related pensions. Furthermore, the party
calculated that universal supplementary pensions would cover an
important component of its voters, the self-employed, who were mostly
outside the existing tariff-regulated supplementary pension scheme FTP.
Also the fate of the Swedish sister party, which had lost the battle over
ATP pensions and afterwards suffered electoral defeat, may have
played a role.
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The main interest of the Centre Parly and its economic partner, the
National Farmers' Union, Norges Bondelag, rested in increasing the
flat-rate national pensions. They promoted the citizenship model,
where pensions are independent of other income, i.e., income from
landed property and assets. However, as other bourgeois parties, they
accepted earnings-related pensions, when the earnings replacement level
of pensions was lowered and the old tripartite financing of pension
security was maintained, and also because considerable State support
was promised, to ease the financial burden of farmers and
municipalities.
Therefore the dispute on the division of financial responsibility
overshadowed the dispute on earnings-related pensions in the eyes of
the agrarian interests groups. Moreover, as the Conservatives had
done, the Centre Party learned politically from the defeat of the
Swedish bourgeois parties, and the party supported the earnings-related
pensions instead of rejecting them.

In the late 1950s, the Norwegian LO considered that workers'
supplementary pensions should be arranged through collective
bargaining. It opted for the group pension scheme which would bring
blue-collar workers closer to white-collar workers, and because labour
market partners had conducted labour market agreements on their own
without State participation, a pension system based on collective
agreement was seen as the best alternative. Moreover, the LO hoped
that this contracted scheme would attract an increasing number of
non-unionized employees to join the central union. This objective,
however, was not realized, because the employers were unwilling to
implement limited coverage that would serve as a tool for membership

recruitment.

Although the events in Sweden were known, the Labour Party
leadership saw no reason to follow the line of the Swedish sister party,
and it, too, defended group insurance model. There was a desire to
diminish the difference between industrial workers, on the one hand,
and salaried staff and civil servants, on the other. As the latter groups
already had group pension schemes, this approach supported a solution
along the existing group pension plan FTP instead of a State-run
earnings-related supplementary pension scheme.

Yet within the Labour Party, as in trade union movement, there were
people interested in social and economic policy who saw a funded
earnings-related pension scheme modelled after the Swedish ATP as an
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important tool for interventionism with regard to private financial
institutions. Consequently, they considered implementation of a joint
scheme for tariff-regulated pensions as impediment to a statist solution
which could socialize pension insurance and cover all those gainfully
employed on an equal basis.
The victory of the statist option depended on a situational factor in
general national politics. In summer 1963, the change of Government
brought about by the Kings Bay Affair caused a counterproposal by
the Labour Party, which used the work performance model to lift its
profile as a reform party. The party speculated that its supplementary
pension proposal would split the bourgeois camp. However, the
bourgeois parties laid aside their differing views on the pension issue
and emerged to implement supplementary pensions as a united front.
Their main interest in championing of the work performance model
was the fact that it gave workers the same kind of earnings-related
pensions as civil servants had, and it also appealed to the "little
people" living in the countryside, i.e., fishermen and farmers'

In the case of the group insurance model, these rural voter groups are
normally left without coverage, whereas the work performance model
includes all economically active groups. Also the financing and
investment policies of pension funds were modified in the Labour
Party's supplementary pension proposal so that they corresponded to
the interests of people working in the primary sector.

Compared to Sweden and Finland, the Norwegian peculiarity was that
the LO played a minor role in the supplementary pension process.
Especially in Sweden, the LO was the driving force behind the statist
supplementary pension scheme, whereas in Norway it was mainly the
political rivalry between parties that displaced the issue of
supplementary pensions from the labour market to the political arena.
This may partially explain why the Folketrygd profiles much more as a
politically regulated pension scheme than do "semipublic" and labour
market linked supplementary pension schemes in Finland and Denmark.
The LO, however, became so integrated with the Folketrygd model that
its interest in complementary group pension plans in the private sector
faded, resulting in the later growth of company based, selective pension
security.

White-collar workers are unionized to a much lower degree in Norway
than in Sweden and Finland, and the absence of a strong white-collar
workers' federation has been a typical Norwegian feature. This can be
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seen in pension policy, where white-collar federations had only a
residual role. They accepted the work performance model and
centralized pension administration as well as employer financing of
pensions. But as regards co-ordination of the National Insurance
Scheme that was created and of existing group pension plans, the
white-collar workers' unions, those affiliated with the LO also
demanded very clearly that their group pension plans should not be
violated.

The coalition formation behind the reform changed remarkably during
the process. Initially there were three different coalitions: on the right,
the Conservatives and the Agrarian Party opted for the citizenship
model; in the centre the Liberal Party and the Christian People's Party
spoke in favour of the work performance model; and on the left
Labour Party supported the group insurance model. However, the
Labour Party reformulated its strategy in favour the work performance
model, which together with the events in Sweden made the
Conservatives and the Centre Parly relinquish their support for the
citizenship model and join the pension stand of the centre parties.
Hence, the potential conflict between the left and the right became a
race over who got to implement the pension scheme first. This
consensus differs very clearly from events in Sweden and Denmark,
where the issue of supplementary pensions caused a sharp and
polarized conflict between the Social Democrats and the bourgeois
parties.

In the financing and administration dimensions, there was some
alignment of the political parties according to ideological differences.
The Labour Party and the LO supported a centralized pension fund

administration and higher fund raising, whereas the bourgeois parties
under Conservative leadership worked for decentralization of
administration and building up of a modest fund.
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SECTION 4:
THE COMPARATIVE EVIDENCE
This section makes a synthesis of interest group positions in our model
dimensions (chapter l) and put the countries analysed in a more
comparative light by scrutinizing the profiles of class actors and class
coalitions between the countries (chapter 2). Lastly, it discusses
theoretical implications of this Scandinavian case for the welfare state
research (chapter 3).

Chapter 1:
Similarities and Differences in the Pension
Policy Profiles of the Major Interest Groups

in Scandinavia

The countries on the European continent build their old-age pension
schemes primarily on the work performance model, but the statutory
old-age pension schemes in Scandinavia include three pension models.
The Scandinavian pension schemes combine the citizenship model, the
assistance model and the work performance model in the provision
dimension. The provision of statutory pension is formed on the basis
of compatibility between these three models so that pensions based on
citizenship are primary and pensions based on work performance are
arranged on the supplementary principle, i.e., they are supplementary in
relation to citizenship pensions. Pensions of the assistance type are
targeted to low-wage earners and pensioners with low or lacking work
performance pensions.

Yet there are differences in how each country determines the tasks and
shares of these three pension models in their total pension provision. In
Finland, the work performance model is stressed, whereas in Denmark,
the citizenship model is the pension model receiving the emphasis.
The result of compatibility between the three pension models in
Norway and Sweden is highly similar in these two countries, although
they vary in that the work performance is more accentuated principle
in Sweden, while the citizenship model is the more accentuated
principle in Norway.
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There are similarities and differences in the dimensions of
administration and financing. The Scandinavian national pension
schemes are similar in shape, with the exception of Denmark, where
the national pension scheme is covered by pure central govemment
financing and has no independent administrative organ. The
supplementary pension schemes are more divergent. The Swedish and
Norwegian pension schemes are politically regulated pension schemes
having a statist and centralized organization and pay-as-you-go
financing.

The Danish and Finnish supplementary pension schemes profile as
"group pension schemes in the labour market" owing to their private
organizational shape and funding system in financing. Finally,
employers finance supplementary pension schemes in Sweden and
Finland, while employees and the State participate in financing in
Norway and Denmark.

In the following sections we view these similarities and differences of
pension schemes as an outcome of interplay and exchange between
class-based interest groups. Briefly, we analyse the pension policy
profiles of the major interest gtoups in each national context, and pay
attention to how the country-specific variations in power resources of
interest groups left their mark on each statutory pension scheme.

I

Sweden

The history of pension policy in postwar Sweden reveals that different
parties and economic interest groups have their own pension policy
profiles reflecting the material interests of those classes, of which these
parties and interest groups are an outgrowth. Table 36 synthesizes
profiles of interest groups according to our three-dimensional model. It
combines the positions of each class actor on the national pension and
supplementary pension reforms.

303

Table 36. Pension Policy Profiles of the Major Interest Groups in Sweden
during the Postwar Period

Interest

Group

Provislon

Administration
Financing
National Supplementary National Supplementary
Pensions Pensions Pensions Pensions

Conservatives,
Liberal Party &
Employers'
Confederation

Centralized
Combination
to State
of citizenship
and group insu- level
rance models

Agrarian Party &
National Farmers'

Citizenship
model

Central Organiza-

Centralized
Combination
to State
of citizenship
and group insu- level
rance models

Union

tion of Salaried

Employees

Social Democrats
Federation of
Trade Unions

& Combination

of citizenship

Centralized

to

State

level

Centralized

to State

level
and work performance model

Decentralized
to private

Pay-as-you- Funding system,
go system, employers

No clear

Pay-as-you- No clear
go system, position

Centralized

Pay-as-you- Pay-as-you-go
go system, system,

lnsurance
companies

position

to

State

level

Centralized

to State
level

State

State

State

employers

Pay-as-you- Pay-as-you-go
go system, system,

State

employers

On the business agenda, the citizenship model has been the most
important pension policy model. During the national pension reform in
the late 1940s, both the Conservatives and employers supported
widening of the coverage of national pensions for every citizen,
because this was considered beneficial to the bourgeoisie and the upper
middle class. In addition, this option, i.e., the citizenship model,
restricted the role of the State in pension security to only a flat-rate
minimum and encouraged citizens to save for their old age through
private insurance. Furthermore, employers thought that the problem of
workers' supplementary pensions would be solved through these new
flat-rate national pensions.
Thus, when a Social Democratic proposal on a statist supplementary
pension scheme was launched in the parliamentary arena, the advocates
of capital originally remained in favour of the citizenship model. The
citizenship model was regarded as politically popular, because
practically all social classes in society, bourgeoisie, urban petty
bourgeoisie, farmers, workers and middle classes all profited then.

During the supplementary pension reform process, however, employers
changed their position and presented their own proposal, in which the
citizenship model was complemented by the group insurance model.
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According to this option, favoured by the Conservatives and the
Liberal Party, voluntary supplementary pensions would be based on the
collective agreements reached between the central labour market
organizations and would be operated as a fund under the control of big
industrial establishments and insurance companies. The motivation for
group pension plans was primarily Bismarck's method, "insuring
against revolution", to create conditions for social harmony, on the one
hand, and to increase divisions among wage earners on the other. The
option of investing pension assets also played a crucial role in the
employers' strategy.

In the political conflict over supplementary pensions that occurred in

the mid-1950s, the employers' proposal concerning group pension plans
was the major counter proposal to the Social Democratic, statist
pension option. In the end, however, the group insurance model was
not adopted, and the employers' defeat had far-reaching consequences
not only in Swedish politics but also in the tactics of the Conservative
and employers' bloc in other Scandinavian countries.

In the supplementary pension scuffle, administration and financing
dimensions were clearly much more important issues to employers than
the provision dimension, which in their strategy was viewed as
secondary. Hence, employers approved to the need for earningsrelated pensions and to the responsibility to foot the bill. In contrast,
their opposition was centered on the question of State-controlled
pension funds, which was seen as extending State power over
investments, reducing private savings, and offending the principle of
free enterprise. Thus, compared to the national pensions reform, the
administration and control of supplementary pension funds were much
more crucial questions to vital capitalist interests.

The class interest of farmers, too, was anchored in the citizenship
model. The commitment to equality of citizenship had long traditions,
and the universal coverage of the first national pensions enacted in
1913 was in itself the outcome of disproportinately strong agrarian
influence and of their refusal to sanction any pension reform unless it
covered smallholders and agricultural workers as well.

In addition, between the two world wars the Agrarian Party had
already demanded that the cost gradations of national pension scheme
be abolished. Implementation of the citizenship model in Sweden after
the Second World War was in principle a victory for the party's stand
that pensions should be equal irrespective of the place of residence. In
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the dimensions of administration and financing, farmers had a strong
statist orientation. Their policy preferences included statist
administration and financing of citizenship pensions from tax revenues

Most of these orientations are based on the interests of the rural
population. From the early 20th century onwards, farms had been
owner-occupied, and economic activity in farming sector had been
pursued partially outside of the money economy: this meant that farms
were nonnally labour-intensive economic units or utilized unpaid
family workers. Thus, flat-rate citizenship model financed from tax
revenues was seen as the best option for protecting the rural

population.

Furthermore, farmers in Sweden had a favourable view of State
intervention, since their dependence on State support and price
regulation had increased from the 1920s onwards. The centre-left
coalition, between the Agrarian Party and the Social Democrats, further
reinforced this view. Finally, farmers' spokesmen were stronger
locally than nationally; in consequence, they had strong incentives to
increase State participation in national pension reforms, thereby easing
the cost of pensions to the rural population.

During the supplementary pension reform, too, the farmers' principal
interests was to increase the amount of citizenship pensions. Once
again, the farmers' eagerness as a proponent of statism was evident:
they insisted on a statutory upper limit for supplementary pensions and
wanted the State to participate in paying the contributions for
supplementary pensions. However, the structural change that occurred
after the Second World War, whereby the number of people
self-employed in agriculture decreased and the number of wage earners
increased, reduced the importance of agrarian interest in general
politics. Moreover, once flat-rate citizenship model had been enacted in
1948, farmers saw little need for further amendments of pension
security, and their traditional coalition with the Social Democrats
unraveled. Consequently, the clash over supplementary pensions in
Sweden turned into a clear dispute between the left and the right.
On the labour movement's agenda, a mix of citizenship and work
performance principles has been the most dominant model in the
provision dimension. The strategy has had institutionalist elements,
where basic security for every citizen and principle of work
performance have been under consideration.
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Before the national pension reform of 1948, there were some
differences of opinion within the labour movement. Two issues were
salient: should pensions be based on assistance or work performance
models; and should they be financed through contributions or taxes.
Unions of low-income workers argUed for assistance type of pensions
and tax financing, whereas most other unions, whose members were
skilled workers, demanded pensions based on work performance and
financed through contributions.

when the national pension issue was on the political agenda after the
war, the Social Democrats primarily preferred the assistance model and
opposed more generous pensions paid to everyone irrespective of
income. This stand should be seen against the intentions of the Social
Democratic interwar reformefs, who were spokesmen for the assistance
model which aimed at instituting extensive coverage for the working
class but not necessarily for all classes of society. Moreover, the Social
Democrats had been the ruling party since the mid-1930s and were
obliged to safeguard State funds, and hence regarded the universal
citizenship model as wasteful. Thus, adhesion to the assistance model
was based on both principal grounds and budgetary reasons.

In contrast, Social Minister Gustav M<iller was in favour of

the

citizenship model, and Social Democratic representatives also rebelled
against the party leadership and supported the citizenship model'
However, as national pensions can be regarded more cross-class
contingency than needs such as sickness and unemployment, approval
of the citizenship model was not ranked very high, as a violation of
principles. But on the other hand, pension supplements in line with
the assistance model were introduced in the late 1960s, to aid the
neediest pensioners.

After the Second world war, trade unions for industrial workers, metal
workers in particular, wielded more power within the LO and the work
performance model won ground. The aim of the trade union
movement became a statutory supplementary pension scheme granting
the working class pension parity with the group pension plans of the
salaried middle classes. Workers wanted protection and fringe benefits
similar to those awarded employees in the public sector and parts of
the private sector. This demand was explicitly part of a drive for
equality between blue-collar workers and white-collar workers, who
had gained supplementary pensions through collective agreements. In a

307

way, the issue became a policy of harmonizing conditions and interests
between different groups of wage earners.
Manual labourers had the most urgent need for supplementary pensions
bound to work performance; the LO thus rejected any voluntary group
pension plans proposed by the employers and insisted on a statutory
supplementary pension scheme which would include all workers who
needed coverage. The frght over supplementary pensions was a
struggle for advancing the material interests of the working class, and
the politicization of the pensions issue and much of its profile was
shaped by the trade unions. Moreover, trade unions pushed their
objectives - a statist pension plan with its pay-as-you-go system and
large interim funds - through in spite of the hesitation of the Social
Democratic party leadership. This was a clear difference compared to
the rather marginal and unimaginative stand the LO had taken on
national pension reforms between the two world wars.
The Social Democratic leadership wavered because it feared the issue
would cause the Government collaboration with the Agrarian Party to
collapse. It also feared the consequences that supplementary pensions
would have on wages and salaries, thereby antagonizing white-collar
workers' unions and blue-collar workers' unions. The Government
collaboration with the Agrarian Party collapsed, but the work
performance principle became the primary formula for harmonizing the
pension security of blue-collar and white-collar workers.
The loyalty of white-collar workers was ensured by labour market
negotiations between employers and white-collar workers' associations.
The supplementary pension act gave the possibility for contracting out,
as a tactical concession to an uncertain white-collar opinion and to
entrepreneurs. But after many investigations and negotiations,
employers and white-collar workers' associations found it impossible to
arrange new pension systems outside of the supplementary pensions.
Instead, white-collar workers' earlier pension systems were coordinated with the newly legislated supplementary pensions, thereby
ensuring a sufficient compensation level for higher salaried employees.
In addition, white-collar workers got a generous salary increase.
However, the contracted group pension plans introduced after the
supplementary pension act had been passed partially renewed old class
distinctions between blue-collar workers and white-collar workers. The
loyalty of white-collar workers was bought at the expense of income
differentials. In spite of this, the strong working class and its material
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interests played the dominant role behind the decision concerning the

supplementary pension scheme.

When both national and supplementary pension schemes took shape in
Sweden in the postwar period, there was a simultaneous growth of the
middle classes. The increased number of employees in services meant
a rise in the population potentially depending on protection for loss of
income from employment. This created a general demand for extended
pension security. Furthermore, it affected the whole political scene in
the way that other classes could get support for their policies through
class alliances with the middle classes. In particular, the lower middle
class played an important political role in this respect.
The middle classes, however, had only a limited and fragmented effect
on pension policy because their capacity to act as an independent and
autonomous political subject was small. Though lower and upper
middle-class organizations in Sweden are powerful and well
consolidated, the heterogenous structure of this class has inhibited
unanimous and united political and labour market behavior. Especially
the political heterogeneity of the middle classes was apparent in
Swedish pension policy. This was reflected in the position of the
Liberal Party and in the fragmentation of the TCO in supplementary
pension issue.

The Liberal Party was positively inclined to the work performance
principle but it could not take an independent stand, and it drifted to
Conservative and employers' camp, which objected to having any
statutory option. This caused a serious setback in the Liberal Party's
electoral success, and its strong position among the middle classes
began to slip.
The primary material interest of the TCO in the postwar period was to
safeguard the existing group pension plans of salaried employees and
their future pension rights. The working life expectations of salaried
employees differ from those of manual labourers in that their working
life begins later, following a longer period of education before entry
into the labour market and encompasses a career of better positions and
higher salaries and fringe benefits that peak right before retirement.
Consequently, funded group pensions with benefits calculated on the
basis of the final pay are very well suited to the average working life
experience of the salaried middle classes.

309

In accordance with this, the TCO supported the abolishment of income
testing, i.e., the citizenship model, in 1948, because citizenship
pensions independent of other income did not disquali$ white-collar
workers' voluntary group pensions. In the case of supplementary
pension, the organization rejected the politicization of the pension
issue, because it felt that no legal action should be taken until the
relations between statutory supplementary pensions and white-collar
workers' private provision had been determined thoroughly.
Moreover, as long as supplementary pensions were only a labour
market issue, the leadership of the TCO had a lot of room to
manoeuvre, but when the issue of supplementary pensions took on a
political character, the organization could not take a clear stand. Vice
versa, the leadership of the TCO as well as some associations
individually took stands according their political alignments. A faction
of the TCO supported labour movements' work performance model
after certain concessions were made to white-collar workers.
According to these concessions, calculation of benefits was
accommodated to the more steeply rising income curve of white-collar

workers.

The major associations of TCO, the associations for foremen and
industrial white-collar workers, which had vested interest in the
existing group pension plans, objected to the legislative option and
supported the employers' and Conservatives' option of group insurance
model. As a result, the TCO backed the supplementary pension
scheme ATP with all its heart only after the decision to honour
previous pension rights, and these pensions were integrated on top of
the ATP, ensuring necessary earnings replacement for those in higher
income brackets. Thus, the key to stabilization of the Social
Democratic ATP and to a final settlement of all conflicts was found
precisely in the collective negotiations between white-collar unions and
employers.

2 Finland
Pension policy in postwar Finland has revolved around the basic
question of whether Finnish pension security should be based on the
citizenship model or on the work performance model. Table 37
synthesizes the pension policy profiles of class actors in this scuffle.
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Table 37. Pension Policy Profiles of the Major Interest Groups in Finland
during the Postwar Period
Interest

Group

Financing
Adminishation
National Supplementary National Supplementary
Pensions Pensions Pensions Pensions

Provision

Combination
of assistance

Centralized

to State

Decentralized
to private

Agrarian Party &
Central Union of
Agricultural

Citizenship
model

Centralized

No clear

Confederation of
Salaried Employees

Combination

Cenhalized

Conservatives

Employers'

&

per-

level
and work
formance models

Confederation

Producers

Social Democrats

&

Central Organization

of Trade Unions
Communists

of

assistance

to State
level

to State

level
and work performance models
Combination

of

assistance

Centralized

to State

level
and work performance models

Centralized
Combination
to State
of citizenship
level
and work performance models

lnsurance
companies

position

Decentralized

to private
penslon

institutions

Decentralized
to private

Pay-as-you-go
system,
insured,

Funding,
employers

employers

Pay-as-you-go No clear
system, position
State

Mixed
system,

Funding,
employers

Mixed
system,

Funding,
employers

employers,
insured

institutions

employers,
insured

Centralized

Pay-as-you-go Pay-as-you-go

level

employers,

penslon

to State

system,
State

system,

employers

On the business agenda, main model for providing pensions was a
combination of the assistance and work performance models.
Employers and their support parry, the Conservatives, developed
pensions based on work perfbrmance as the primary source of pension
provision and the assistance type of pensions as secondary provision
targeted to those outside of the labour market. The national pension
reform was at stake in the mid-1950s; employers' organization, and
particularly enterprises in the private sector, were negatively inclined to
accumulated pension funds and spoke in favour of pay-as-you-go
financing of national pensions. Their main concern was, however,
employees' pensions, and thus they supported insurance principle and
pressed the Conservative representatives to adopt this principle, too.
But the Conservative group split in the final voting, and one
representative with agrarian sympathies voted for the citizenship model
together with the Agrarians.

In the case of the supplementary pensions, employers were firstly
spokesmen of the group insurance model, where pension rights and
benefits were tied to occupational criteria. Furthermore, employers
demanded that employees, too, should take a part in financing pension
costs in the supplementary pension scheme. During the revision
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process, however, they changed their stand and accepted both the work
performance model covering all permanent employees and total
employer financing of pensions.

The political lesson learned from Sweden was the resounding defeat
of SAF, and this caused dramatic change in the employers' position.
The Finnish employers consulted their Swedish colleagues and were
advised to make a deal on the statutory supplementary pension scheme
if the forms of administration and financing could be solved
satisfactorily, i.e. a decentralized supplementary pension scheme with
funds managed by private insurance companies.
Thus, the Finnish employers had the same motivation as their
counterpart in Sweden: administration and financing, i.e., the question
of control over the collective pension funds, were more important than
the provision dimension. In fact, employers recognized the social
problem, the need for earnings-related pensions for employees, but the
most important item was the possibility for big industrial enterprises to
use supplementary pension funds as a source of cheap self-finance.
Additionally, there was a Bismarckian motive; as benefits in the
Finnish supplementary pension scheme were tied to work/labour market
performance without any income ceiling, they reflected differences in
employment terms between different layers of wage earners and posed
an obstacle to wage-earner unity. This effect was reinforced later by
the inhoduction of different sectoral pension schemes to other
occupational groups.

As the Finnish supplementary pensions were mainly an employer
invention developed by insurance companies, it was considered the
duty of employers and corporations to show that the type of pension
scheme they had chosen was able of function. During the 1960s and
1970s, employers and insurance companies, supported by the
Conservatives, facilitated the growth of supplementary pension schemes
as a part of general labour market agreements, and developed national
pensions according to the principles of the assistance model. Since
national pensions were given only to the neediest groups with a short
or nonexisting work career, the role of a statist national pension
scheme within the overall pension scheme of Finland could be limited.
These tactics proved to be successful, and the work performance
profile of the Finnish pension provision is a clear indication of the
comparatively strong position of the employers' organizations in

Finland.
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In the postwar pension policy, the class bloc of farmers was
spokesmen of citizenship model. The policy preferences of farmers
had a statist profile, including centralized State administration and State
financing of pensions. The logic of these preferences was derived
from the farming population's own interests. Since Finnish farms were
small and owner-occupied, and farmers often resembled small-scale
entrepreneurs and seasonal wage labourers, pension contributions were
too heavy a burden for them to carry, and State financing was needed.

Moreover, the national pension scheme providing universal flat-rate
benefits protected farmers and their unpaid family workers better and
more cheaply than a supplementary pension scheme based directly on
work performance would have done. Hence, farmers' pushing for the
"equality of citizenship" and wide coverage was not grounded in
altruistic and universal ideology per se, but, on the contrary, in a more
defensive motivation; the farmers' own interest in obtaining pension
security for themselves through general taxes paid by all classes,
mostly the lower middle class and the working class.
One decisive advantage was that, unlike their European counterparts,
Finnish farmers owned the bulk of the country's major industrial
resource, the forests. Finnish farmers thus had a central position in
Finnish economy and politics. Moreover, the large agricultural
population, the middleman's role of the party in the polity and the
party's strong gnp on State machinery, enabled the Agrarian Party to
promote farmers' material interests in the Finnish pension politics for a
long time. This was done through tactical coalitions, mostly by
building coalitions with the radical left or more or less close
Government co-operation with the Social Democrats.

The National Pension Act of 1956, for instance, was a clear victory for
the farmers' interests. Owing to the strong resistance of the Agrarian
Pu.ty, the Act did not bring about income-related contributory old-age
provisions, as had originally been planned. On the contrary, the
National Pension Act adopted citizenship model in accordance with the
Agrarian Party's position. In 1961, the Agrarian Party did not endorse
the supplementary pension scheme negotiated by the central labour
market organizations. It criticized the proposal for being too limited in
its coverage; only permanent workers were to be included. The party
withheld its opposition to the proposal when the Social Democrats and
the Conservatives promised to expand the coverage to include the
Agrarian Parfy's typical voter groups, temporary workers in forestry
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and agriculture. Thus, the separate supplementary pension scheme for
temporary workers (LEL) was passed in parliament simultaneously with
the original proposal of the labour market partners (TEL).
The numerical decline of the agrarian population, the advance of the
monetary economy, and loss of the central position in the Government
forced farmers' interest groups to give up their citizenship model, and
to join the supplementary pension organization, through the addition in
the 1960s of State-supported separate acts for farmers and other
self-employed persons, the culmination of many stages and intricate
negotiations. These separate pension schemes based on individual
work performance mirrored the increased dependency of farmers on the
labour market, on the one hand, and the State and other major classes
of society on the other.

In the national pension reform of 1976, however, farmers' pension
model, i.e. the citizenship model, was again reinforced: everyone
received a general pension under a national pension scheme that was
exempt from an income test. All these instances are examples of the
strong and intermediary position of the Agrarian Party in the postwar
pension policy of Finland.
The working class in Finland has been divided into two fairly evenly
balanced labour parties ever since the Civil War of 1918. Hence, table
37 differentiates between the positions of the Social Democrats, on the
one hand, and the Communists on the other. Because the Social
Democratic, reformist tendency was dominant within the trade union
movement, the positions of the Central Organizations of Trade Unions
and the Social Democratic Party were one-to-one in pension policy.

On the Social Democratic agenda, combined assistance and work
performance models were the main principles in the provision
dimension. Initially, the Finnish Social Democrats were spokesmen of
assistance type of pensions based on tax financing. Pensions of this
kind were logical to the interwar Social Democratic Party, which had
considerable following among both agricultural and industrial workers.
However, when reforming of national pensions was under consideration
during the mid-SOs, the party chose to back pensions tied to the
insurance principle. The parfy's new strategy reflected the material
interests of skilled industrial workers, and aimed at realizing
earnings-related pensions for this category. This position should be
seen against the background that, in the postwar period, the Social
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Democrats increasingly represented the interest of the urban wage
earners and consumers. However, the citizenship model of 1956 was a
disappointment to the party and to the trade unions, and they had the
general impression that the farmers' interests groups had been able to
choose the cheapest alternative for themselves, and to a large extent

making workers pay for it.

Consequently, the trade unions together with white-collar workers'
unions began preparing a separate statutory supplementary pension
scheme for workers and salaried employees. At first, such a legislated
scheme was categorically rejected by employers, but as the financing
and administration dimensions were solved in a way which satisfied
the investment needs of corporations, employers attitude gradually
changed. Thus, as part of package deal, the Social Democrats and
trade union leadership accepted the decentralized, private pension
organization proposed by employers and insurance companies. The
most urgent item for the trade union leadership was to secure adequate
pensions for workers; the form of administration and the control of
workers' pension savings appeared to be of less importance.
Furthermore, in the centralized supplementary pension model,
contributions and pension payments would probably have been
channelled through the National Pensions Institute, which was
considered to be in the hands of the Agrarian Party. Finally, as the
Agrarian Party was against pensions tied to work performance, Social
Democrats in trade unions naturally saw little reason to leave the
administration of the new supplementary pension scheme to the
Agrarians and their sympathizers.

This interpretation is enforced by the fact that the Social Democrats
and trade unions were in favour of funding system which secured selffinance and a certain autonomy in relation to fluctuating political
conditions. All in all, the legacy of income transfer associated with
the National Pension Act of 1956 and the concern over pension levels
easily overshadowed preoccupations with the pension fund and
administration control in trade union strategy.

After the enactment of supplementary pensions in 1961, trade unions
together with the Social Democrats developed pension security based
on work performance as primary pension model, and they thought that
national pensions should be targeted to needy according to the
assistance model. Similar to the employers' organization, the Social
Democrats saw income testing in national pensions as a possibility to
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limit the role of the statist national pension scheme in the Finnish
overall pension scheme.
However, they had to make far-reaching compromises with the
employers and the Agrarian Party in order to improve the pension
security for more skilled industrial workers. Defects and lacks of
supplementary pensions were noted jointly with the employers, and
improvements in the supplementary pension scheme were important
elements of the so-called "social packages" included in nationwide
general labour market agreements. In these agreements, employers'
and the insurance companies' primary interest, the control of collective
pension savings, was seldom touched or questioned.
Concessions also had to be made to the strong Agrarian Party: Many
supplementary pension reforms were implemented as compromises by
coalition Governments consisting of the Social Democrats and the
Agrarian Party. Generally, these reforms were carried out in two parts,
one for the supplementary pension scheme and the other for the
national pension scheme. Both industrial workers and farmers wanted
to strengthen the pension scheme in which they had their primary
material interests.

In a way, the Communist strategy was a mix of the agrarian and the
Social Democratic strategies, though a vacillating one. They preferred
a combination of citizenship and work performance models in the
provision dimension, and were spokesmen of statist organization and
pay-as-you-go financing for pensions. The vacillation was related to
the party's dual electoral following. In addition to traditional urban
workers, a segment of the Communist voters classified themselves as
farmers, reflecting the fact that a high proportion of Finnish
smallholders made their living not only from farming but also from
lumbering. These poor rural people were in a sense both wage earners

and producers: They were subsistence farmers, but they benefitted from
the subsidies the Government provided for farmers.

This strong support from the rural working class/smallholders
contributes to understanding the previous pension policy stands of the
Communists. In the initial phase, the Communists, similarly to the
Social Democrats, supported the assistance model, which included
selective measures ensuring higher quality pensions for the needy. Also
the principle of tax financing had priority. This position united the
material interests of smallholding farmers, agricultural workers, and
industrial workers with roots in the countryside. An additional motive
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behind the assistance model was the commitment to material
redistribution, which was one feature of income tested benefits.

The communists maintained this position throughout the 1950s and the
1960s. In the national pension reform of 1956, the choice was
between contributory pensions and flat-rate pensions, and in this
situation the Communists supported the flat rates. Hence, they
accepted the horizontal equality of citizenship in the provision
dimension, but maintained material redistribution in the financing
dimension through their preference for financing from tax revenues.

As Finland developed into a wage-earners' society during the late
1960s and the 1970s, however, the Communists, the majority of the
party in particular, became more positively inclined to the work
performance model. It was difficult for the party to object to gradual

supplementary pension reforms, when wage eamers comprised an
increasing number of parly voters. Though the Communists had
short-term goals similar to those of the reformist social Democrats,
they had more aspiring objectives concerning the control of pension
funds and the administration of supplementary pensions. In this
respect, they had a more clearly statist profile than the Finnish Social
Democracy.

The middle classes had only a slight direct effect on Finnish pension
policy. Their effect was more important as a coalition partner of
working class interests gtoups. The middle classes were not large
when the major decisions - national pensions in 1956, supplementary
pensions in 1961 - were made. Moreover, owing to their heterogenous
structure they have not had united political or labour organizations;
their mobilization in the labour market has remained scattered and their
political affiliation inconsistent.

In the labour market, the organizations of salaried middle classes
supported the aims of workers' unions, but in politics the stand of
middle classes was not expressed very effectively. For instance, if the
Conservative Party together with the Liberal Party could be regarded as
the major parties representing the middle classes, their role was limited
because these two parties were in the opposition position and their
political support was shrinking.
The agreement on pension policy the between middle classes'
organizations and workers' unions may perhaps be reflected in the
special shape of the Finnish supplementary pension scheme. It has

3r7

many features that correspond to the contractual group pension plans private organizations with labour market partners in administration and
no upper limit for insured earnings and pensions. All these are typical
of the interests of the upper middle classes and their organizations. All
in all, the united interest of wage earners' unions is a factor accounting
for the general place of the work performance principle in the Finnish
overall pension security.

3 Denmark
Pension policy profiles

collected in table

of class actors in postwar Denmark

38. It

are

should be noted, however, that the pension
policy profiles of class actors in Denmark were quite unstable and
vacillating, and thus the positions in shown in the table exhibit only
the generalized motivation of each interest group. Consequently, the
table cannot portray actors' position in each rapidly changing historical
and political situation.

Table 38. Pension Policy Profiles of the Major Interest Groups in Denmark
during the Postwar Period
Interest Group

Administration
Financing
National Supplementary National Supplementary
Pensions Pensions Pensions Peniions

Provision

Employers'
Confederation &
Group insurance
Business Associations model
Conservatives

&

Agrarian Liberals

Combination

of citizenship

and individua-

lized insurance

models

Radical Liberals

of Salaried Employees model
of

Trade

Combination

Social Democrats

of

assistance and

work performance

models

Decentralized No clear
to private position

institutions

level

insurance

companies

level
No clear
position

ilpi"y?r,

employees

pension

Pay-as-you-go No clear
position

system,
State

funds

Cenhalized
to municipal to State level
Decentralized

State

Decentralized No clear
to private position

level

Combination of
Decentralized Centralized
citizenship and
to municipal to State level
work performance level
models

Fundins.

Decentralized Decentralized Pay-as-you-go Funding,
to municipal to private system,
the insured

Decentralized No clear
to municipal position

Citizenship
model

CentralOrganization Groupinsurance
Federation
Unions

No clear
position

Funding,
employers,
employees

Pay-as-you-go Mixedsystem,
employeis

system,
State

Pay-as-you-go Mixed system,
employers

system,
State
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On the business agenda, the group insurance model had the top
priority. National pensions had an insignificant role in employers'
policy. They had rejected any national pension reform on mostly
financial grounds. For example, in the national pension decision of
1956, big business associations condemned the idea of citizenship
model, because they feared the consequences that such a reform could
have on investment activities. However, the method of tax financing
was not rejected, because it did not burden the export industry as much
as a contributory method of financing would done'

In the beginning of the sixties, in the context of collective bargaining,
the employers organization together with the trade unions raised the
idea of group pension scheme for blue-collar workers. In accordance
with the logic of the group insurance model, this proposed scheme was
selective along occupational criteria and did not build on or interfere
with any existing pension schemes. Government intervention in the
wage negotiations, however, enlarged the coverage to the whole labour
market.

The major objective of employers and business associations has been
that group pension scheme should be self-financed and autonomous,
without State interference. It was felt that the funding of these
schemes should be kept moderate so that there would be no risk of
wage earner capital steering and so that the burden for the export
sector and small labour-intensive firms would not be too heavy. The
employee financing and the fixed contributions and benefits of the
supplementary pension scheme must also be seen against this
background. In accordance to this position the employers and business
associations rejected the Social Democratic proposal for the work
performance model in the mid-sixties. These pensions, modelled after
the Swedish scheme, met with employers' resistance because of their
overly high replacement rates, because they would be exclusively
employer financed, and because of the accumulation of large funds
under political control.

Finally, promotion of the group insurance model was a variant of
Bismarckian "revolution insurance". Since pension schemes of this
kind diverged along to occupational lines, they were a suitable
dispersion strategy ("divide and conquer") to counter the wage earners'
strategy to mobilize power resources ("united we win").

In all the major debates of the 1960s and 1970s, the Conservatives and
the Agrarian Liberals stood in favour of the citizenship model. This
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commitment to the "equality of citizenship" was supplemented by
private individual pensions, which promoted a market-mediated
alternative to the public pension schemes in Denmark.

Principally, both parties were spokesmen of an insurance principle, a
contributory pension scheme, which was justified both on moral and
economic reasons. A pension scheme based on the insurance principle
would promote the principle of "help to self-help", i.e., would allow
the self-reliant to reap the full rewards for their own efforts. Moreover,
such a scheme would reduce the role of the State by tapping resources
other than general taxes. This option was in line with the two parties'
liberal ideology. The Agrarian Liberals in particular, a party
representing the interest of the well-integrated farming sector which
relies heavily on export to Britain, has bordered on classical liberalism.
From the late thirties onwards, the Conservatives' and the Agrarian
Liberals' resistance to social security provisions began to break down.
When the national pension reform was at stake in the 1950s, both
parties did not oppose the reform per se. However, they wanted the
national pension reform to be based on the assistance model so the
State would take on responsibility only for the elderly who truly were
in need, thereby avoiding a misuse of social security provisions.
Negotiations with the Social Democrats and the Radical Liberals
resulted in a package deal, where both the Agrarian Liberals and the
Conservatives gave up the assistance model and accepted the
citizenship model. This volte-face was connected with the dominant
place of farmers and the urban petty bourgeoisie in the constituency of
the two parties. The Agrarian Liberals discovered that their core
voters - prosperous farmers - would be well represented among those
who gained most from the abolition of income test. Furthermore, as a
form of old poor relief the national pension scheme would be
decentralized to the municipal level, thereby continuing the Agrarian
Liberals' dominance of the administrative machinery.

The Conservatives had always insisted on including urban
entrepreneurs in social security programmes, and the citizenship model
was seen as a means to gain this objective. However, the
Conservatives remained true to their self-help ideology, and they
proposed the introduction of public subsidies for private pension
schemes, as a trade-off for the national pension reform.
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Thus, farmers and the urban petty bourgeoisie were the real winners of
national pension reform of 1956, they were granted flat-rate national
pensions and statutory guaranteed individual pensions. Moreover, the
method of financing based on State taxes was in line with the interest
of the urban petty bourgeoisie and farmers, because it moderated the
burden of the self-employed and small employers. Not even export
firms were interested in contributory financing, because such firms
were least able to shift pension cost to prices.

After 1956 the Conservatives and the Agrarian Liberals were eager
advocates of the citizenship model, and together with business
associations they rejected any proposal of pensions tied to work

performance. Both parties demurred earnings relation and thought that
instead of extending income differentials into old age, the State should
restrict itself to a minimalist approach by establishing a floor of basic
flat-rate protection above which people could provide for themselves.
Thus, no real statutory earnings related pension scheme was introduced
in Denmark; a flat-rate citizenship model was favoured instead. In
accordance with this position, in the seventies both parties
recommended a flat-rate minimum standard for benefits in sickness,
unemployment and accident insurance systems.
The Radical Liberals were the most consistent supporters of the
citizenship model in postwar pension policy. Being a representative of
the smallholding farming population, the party was aware how much
tax-financed flat-rate pensions mattered in rural areas. The Radical
Liberals played an important role as mediator between different class
interests and opposing parties, and the party often acted as a broker
between the Agrarian Liberals and the Conservatives on the one hand,
and the Social Democrats on the other hand. For instance, in 1956
disagreement between the Social Democrats and the two bourgeois
parties was settled by the Radical Liberal's option for basic pension to
everyone aged 67 years and over.

In 1966 the Radical Liberals broke with their traditional coalition
partner, the Social Democrats, burying their normal disagreements with
the Conservatives and the Agrarian Liberals to establish a common
front against the Social Democratic proposal for the work performance
model. Although the Radical Liberals usually had a more positive
attitude to State intervention than the other bourgeois parties, they now
considered a funded, State-owned pension scheme an irrelevant feature
in the context of pension policy.
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The position of the trade unions' federation was a vacillating one in
postwar pension policy. An important reason for the wavering and
ambivalence of trade unions was the Danish petty-bourgeois class
structure, and the resulting division into a skilled and unskilled
working class. Generally, the combined assistance and work
performance scheme had been its major pension models. In 1956 the
trade unions, that of unskilled workers in particular, were suspicious of
the idea of a citizenship model, and instead spoke in favour of the
assistance type of pensions for manual workers. Only after
negotiations with the Social Democrats did the trade unions reluctantly
accept the citizenship model. Though the trade unions and the Social
Democrats disagreed in provision dimensions, however, their mutual
interests lay in a national pension scheme administered by the State
and paid for through progressive general taxation.

As to earnings-related pensions, in accordance with the stance of its
unskilled workers' unions, the LO initially wanted a group pensions
plan that would reach pension parity with white-collar workers. The
determination of benefits would also be fixed to correspond to the
interests of the LO's low-income members, i.e. flat-rate pensions paid
for fixed contributions. Since the supplementary pension scheme that
was introduced was an offshoot of national collective agreement made
in 1963, it covered the whole labour market, thereby terminating the
LO's original aims to reduce inequalities in pension coverage between
manual workers and others. In accordance with this selective stance,
the LO together with employers refused to underwrite the costs of
including farmers and urban entrepreneurs in the supplementary
pension scheme.

ln

1967, during the first left-wing majority in parliament, the Social
Democratic Minister for Social Policy suggested that pensions tied to
work performance and earnings, based on the Swedish example, would

be the next big item on welfare agenda. At that time he had given the
LO's approval in principle: Increasing numbers of lower white-collar
workers had joined the LO, and the LO gradually came to understand
the value of reform based on the Swedish example.

However, skilled and unskilled workers remained divided over the
issue, and many union members criticized the proposal, claiming it
would perpetuate work life inequality throughout old age. The
unskilled and low paid workers had a strong position within the LO;
they shared the farmers' and the urban petty bourgeoisie's interest in
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generous tax-financed national pensions and saw little need for
supplementary pensions tied to individual work performance.

Skilled and better paid workers backed normally contracted
occupational social security schemes and eventually became more
interested in earnings-related benefits, but fear that the enactment of
costly supplementary pensions would endanger wage rises and
increases in paid holidays was the chief question. Pure employer
financing of supplementary pensions was seen as an alternative to wage
increases; and consequently skilled workers' unions also stuck to
traditional tax-financed pension security.

In this way, the division and ambivalence of the trade union movement
undermined the united front and split the active support that would
have been necessary to pass the Social Democratic supplementary
pension proposal. The Danish supplementary pension scheme, though
both contributory and funded, remained independent of earnings, i'e.
redistribution that favoured of low paid workers.
On the Social Democratic agenda, the major principles of pension
entitlement entailed a combination of citizenship and work performance
were. This position was not very stable, however, it vacillated
considerably during the postwar period. The party's postwar platform
demanded enhanced tax-financed pensions for the needy and rejected
national pensions that would be equal for each citizen. But in 1953
the party changed its attitude and proposed a new version of national
pensions; at this time the parry expressed its commitment to the
citizenship model. Each citizen would receive "full old-age pension"
with an earnings-replacement ratio set at two-thirds of average income
- comparable to the high pensions of civil servants' The regressive
effects of flat-rate benefits would be lessened and neutralizedby
financing the scheme through a progressive income tax.
The reasons why the Social Democrats reversed their position are not
quite clear. The assistance model with its income-tested benefits better
suited to party's supporters, i.e. workers, but postwar prosperity gave
skilled and better paid workers, in particular, the nucleus of Social
Democracy, a direct interest to abolish income test in the 1950s.
Furthermore, both income-tested and flat-rate national pensions were
financed through progressive income tax, and as this type of financing
was of top priority to the Social Democrats, the type of benefit whether income tested or flat rate - perhaps played a secondary role.
The preference for tax financing must be seen against the background
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that the Danish Social Democrats thought employers' contributions
would make the realization of wage increases less likely.
Moreover, as the Danish Social Democracy was an urban and industrial
phenomenon, it also had some supporters among the urban peffy
bourgeoisie, who were traditionally in favour of tax financing. During
the 1970s, however, the Social Democrats renewed their interest in the
assistance model and defended income-tested pension supplements.
Additionally, in 1982 the Social Democratic Government re-introduced
income testing for pensioners younger than 70 years of age.
Flat-rate national pensions implying the "equality of citizenship" were
thought to lay the organizational foundation for the real
earnings-related supplementary pension scheme of the sort that in the
meantime had been introduced in Sweden. When the labour market
pension scheme ATP arouse as an offshoot of the statutory incomes
policy package deal in 1963, the Social Democrats were not
particularly concerned about the state of this moderate scheme. It was
thought to be merely a forerunner for the supplementary pension
scheme on the Swedish example.

However, when the Social Democratic Minister for Social Policy
of earnings-related pensions financed exclusively by
employers' contributions and collected into an accumulated fund, he
did not even get much active support from his own party. Experts
within the party opposed funding and thought - as did the Left
Socialists - that the work performance principle collided with the need
for redistribution and meant a break with the principle of universalism.
This hesitation and marginalization of the statist fund issue may mirror
the fact that the Danish Social Democratic movement has taken
socialization measures to a lesser extent than its sister parties in
Scandinavia. This stance is logical from the viewpoint of the low
concentration and small-scale structure of Danish industry.
proposed

Another explanation for the hesitation was the lack of support for the
work performance model among the middle classes. The objection of
middle classes arose mainly because a large proportion of them was
already covered by group or individual insurance. The tax advantages
and State guarantee for individual pensions approved in the national
pension reform of 1956 laid the groundwork for the expansion of
group pension schemes, which in turn became impediments to statutory
earnings-related pensions. Consequently, the Social Democrats
retreated to the citizenship model favoured by the bourgeois parties.
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Thus, both internal disagreement and middle class opposition became
instrumental in preventing the party from making any new initiatives in

this field for the next decade.

The role of middle class organizations in postwar pension policy was
limited and passive. This is partly because the Danish lower middle
class organization is an umbrella organization having a very weak
position in relation to its member unions. Owing both to this
looseness and also to opposition to industrial unionism the stance of
the lower middle class was diffused.
Generally, the middle classes and their occupational unions favoured
the gfoup insurance model, mirroring their labour market status and
hierarchies, and private pension organizations. For instance, in 1963
the middle class organizations lobbied in favour of the supplementary
pension scheme in order to maintain existing distinctions between them
and manual workers.
Furthermore, the middle classes were never a parbrer to coalition with
the working class in Denmark. Because many white-collar workers
were already bound to generous group pension plans, their mobilization
behind the working class pension policy objective, regardless of its
earnings relation, was difficult indeed. On the contrary, interest in
private pension plans caused the middle classes to integrate with the
bourgeois bloc and its flat-rate pension policy options, although
with the pension interests of the middle classes was not ranked
"on""very high among the Conservatives or the Agrarian Liberals, either.

4 Norway
The developments in Norway reveal how class actors gradually settled
into their positions through compromises and pressure from other
actors, and how sudden changes in situational circumstances can
sometimes induce a remarkable change in actors' positions. However,
since table 39 presents the end of the political decision-making process,
actors' positions may appear more convergent than they actually were.
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Table 39. Pension Policy Profiles of the Major Interest Groups in Norway
during the Postwar Period
Interest

Group

Provision

Combination
citizenship

Employers'
Confederation

of

Administration

Centralized

to State

and work performance level

models

Combination
citizenship

Conservatives

of

Centralized

to State

and work performance level
models

Combination
citizenship

Liberal Partv

Agrarian Party
Farmers'

Union

Federation of
Trade Unions

Labour Party

&

Supplementary

Pensions

Decentralized Pay-as-you-go Mixedsystem,

to State pension system, insured,tripartite

funds

State

financing

Decentralized Pay-as-you-go Mixedsystem,

to State pension system, insured,tdpartite

funds

State

financing

Centralized Pay-as-you-go
State
system, insured
level
State

tripartite

of
Centralized Decentralized Pay-as-you-go
to State level to State pension syitem,-State
and.work performance
funds

tripartite

Combination
Centralized
of citizenship
to State level
and work performance
models

employers

of

Centralized

to State

and work performance level

National'

Financing

National Supplementary National
Pensions Pensions
Pensions

models

to

Combination

citizenship
models

Combination
of assistance

Centralized

to State

and work performance level
models

Centralized

to State level

Pay-as-you-go
system,

tripartite

Mixed system,

financing

Mixed system,
financing

Mixed system,

financing
Centralized

Pay-as-you-go

level

tripartite

to State

system,

Mixed system,
employers

financing

combination of citizenship and work performance models constituted
the main model on employers' postwar agenda. In the late 1950s, they
gladly welcomed the citizenship model and, with reservations, approved
the work performance model in the mid-1960s. Similarly as the
Conservatives and others in the bourgeois bloc, employers were
satisfied with the citizenship model, because their main concern had
been focused on the negative impact the income test had on the
development of group pensions. Since national pensions now were
independent of income, pensioners who were better off would not be
disqualified because of their group pension provision. Furthermore,
group pensions plans would flourish as an alternative to statutory
pension schemes.

After the abandonment of income testing in 1956 the employers,
organization supported the introduction of company pension schemes,
but in 1960 the employers and the blue-collar workers' central union
LO agreed to establish a joint scheme for tariff-regulated flat-rate
pensions FTP. This pension scheme covered the whole field of wage
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settlement between NAF and the Lo, and therefore it broke with the
principle of company-based pension security. The employers, however,
rejected the scheme, considering it an instrument for the LO to recruit
members, and hence its coverage was widened to include nonunionized workers falling under NAF.
Employers were willing to give up the group pension scheme FTP, and
together with other labour market parhers supported the idea of work
performance model covering all those gainfully employed. They did
not, however, accept the compensation level of two-thirds of median
income proposed by the Labour Party, and demanded that this level be
lowered. Contrary to the traditional employers' stance, the Norwegian
employers agreed to the State-run pension scheme, but insisted on
decentralization of the pension fund administration.
was calculated that such an organizational shape would decrease the
concentration of power at one point within the State machinery and
would give local business more influence over investment decisions.
Yet, the supplementary pension process in Norway was highly political,
events taking place in the parliamentary arena, and therefore employers
had only an indirect influence and they occupied an onlooker's role.

It

The pension policy profile of the Conservatives was quite similar to
that of the employers. The principle of citizenship was easy for them
to accept, but the work performance principle took a longer time to
adopt. In 1945, the Conservatives together with all major parties in
the coalition Govemment produced a joint progralnme outlining the
policies of reconstruction. This document called for the co-ordination
of all social security prograrnmes under one comprehensive scheme,
which would guarantee minimum benefits for all residents of Norway.
Therefore, it was not difficult for the Conservatives together with the
Agrarian Party and the Liberal Party to push for the citizenship model,
i.e. for abolishment of income testing in national pensions. The
Conservatives' motives were linked with the material interests of their
core constituency: their more privileged voters were the ones who
stood to gain most from apportionment of the State's munificence
without regard to income and property. In addition, as was the case
with employers, the Conservatives' main worry was the negative
impact of income testing upon the development of group pensions.

In the case of supplementary pensions, the Conservatives were initially
opposed to legislation of a scheme, supporting to a non-State solution
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instead. The Conservatives, as did the Agrarian Party, preferred the
citizenship model and supported a solution which included private
earnings-related pensions. The course of events in Sweden, however,
had a direct impact on the Conservatives. They reached some
conclusions on the basis of the defeat suffered by the bourgeois parties

in

Sweden, and came out in favour of a State-run supplementary
pension scheme. In 1965 the Conservatives together with the other
bourgeois parties formed a coalition Government; all these parties
agreed that time to put aside their individual parly preferences and
gather around one legislated solution, proposed firstly by the Liberal
Party. Likewise, the supplementary pension scheme was implemented
by the non-socialist Borten Coalition Government in 1967.

Although the Conservatives agreed to the idea of legislation, they
pushed through their views on financing issues. Hence, national and
supplementary pensions were based on tripartite financing, relying on
special social security taxes for employers and the insured and on
income from general revenues. Furthermore, the administration of
pension fund was decentralized and fund raising meager so that no
interim funds of significance were ever accumulated. Thus, we can
say that the Conservatives chose the legislation of the scheme as the
lesser of two evils.

The Liberal Parfy stance on the national pension scheme was similar to
that of the other non-socialist parties. The Liberals had long demanded
universal measures to meet the needs of the self-employed.
Furthermore, the national pensions reform of 1956 included a change
towards a contributory system, an alternation which satisfied the party
- a traditional supporter of the insurance principle. Logically, the
Liberal Party together with the Christian People's Party were the first

party to suggest earnings-related supplementary pensions within a State
scheme. Thus, universal supplementary pensions simulating the
insurance principle fitted in with the parfy's pension policy profile very
well.

The pension policy profile of farmers was anchored in the citizenship
model. Already in the 1930s the Agrarian Party supported universal
measures, since income testing was the harshest for the rural
population. Analogous to this, the Agrarian Party was the first party
which proposed the abolishment of income testing in national pensions
The party was especially dissatisfied with the fact that ownership of
land meant disqualification from receiving pensions, and with the cost
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gmdation scales. The citizenship model abolished all these
inconveniences. Farmers, furthermore, supported central government
financing of national pensions, since it reduced the costs incurred by
municipalities, smallholding farmers and the self-employed.

As the Conservatives, the Agrarian Party supported a non-State solution
of supplementary pensions. However, they reconsidered the issue and
agreed to State-run supplementary pensions. This depended partly on
the fact that the scheme, Folketrygd, had features which were in line
with farmers' interests: the level of flat-rate national pensions was
elevated, the replacement level of the supplementary part was lowered
and the old tripartite financing with income from general revenue was
retained. Hence, the agrarian interest had a considerable impact on the
Folketrygd's profile.
The Norwegian Federation of Trade Unions, the LO, in the end
supported citizenship and work performance models. In the mid1930s, the LO accepted a change of focus from pure working class
pension security towards the needs of the population at large. Thus,
the organization agreed with the assistance model based on tax
financing, which the 1936 pension law comprised. Tax financing was
thought to bring about redistribution in favour of the LO's low paid
members. The national pension scheme indicated the increasing
influence of the Labour Parly on the trade union movement, and meant
a shift in the direction of a more corporate State, in sense that the
trade unions now gained access to the State apparatus.

The trade unions commitment to the citizenship model dated back to
the Second World War. The LO published a pamphlet in Stockholm
during the war; among other things, the pamphlet outlined the LO's
view of future social policy for Norway. The publication called for
minimum benefits for all residents of Norway to be paid for by
progressive taxes. From the late 1940s onwards, the LO insisted on
the abolishment of income testing in national pensions. This demand
was motivated by the positive impact the change would have on group
pension schemes and their development in future.
Abolishment of the income test, i.e. the citizenship model, could be
interpreted as the first step in the LO's strategy to building up
collective pension security for blue-collar workers, and to reaching
pension parity with more privileged white-collar workers and civil
servants. Thus, when the supplementary pension scheme was put on
the LO's agenda in the late 1950s, the trade unions and the Labour
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Party were given an additional reason to push for an end to income
testing and to ensure that blue-collar workers were not deprived of
their claim to national pensions.
Some trade union factions, however, did not sympathize with universal
national pensions in the late 1950s. These factions felt that flat-rate
national pensions favoured farmers and fishers at the expense of low
paid members of the LO. Therefore, the claim was made that the
group pension scheme should include only the LO's members. In this
way, distance was placed between the LO and the Labour Party's
traditional policy of including the rural population in social policy

measures.

In addition to this income transfer issue, there was the desire to

decrease the difference between blue-collar workers, on the one hand,

and white-collar workers on the other. As the latter had often
established group pension schemes, a similar group scheme for LO
members would bring about a pension parity. Further, the group
pension scheme could be used as an instrument to recruit new
members to the LO. Owing to employers' opposition, however, this
goal was not realized, and the scheme covered not only members of

the LO but also all those employed by member firms of the
employers' organization NAF. Moreover, these group pensions were
of minor importance to industries with a low union density, and the
flat-rate contributions were a heavy cost to the low paid members of
the LO.

Although the LO leadership believed that this flat-rate group pension
plan meant a suitable solution to the problem of supplementary
pensions, the general political process reformulated this stance and
legislation widened the coverage of scheme. Yet some unions, too,
expressed the wish to use political and legislative means to solve the
supplementary pension dilemma. In association with the Government
crisis in 1963, the Labour Party came out in favour of a State-run
pension scheme based on work performance principles.
The LO played a rather marginal role in the supplementary pension
issue after this, but the organization did support to the Labour Party's
option. The outcome of political process, dictated mainly by the
bourgeois parties, however, did not wholly satisff the LO's aims. The
level of earnings-related pensions, at only 45 per cent of income, was
lower than the LO would have wished, and pension financing was
based on tripartite financing, in contrast to the pure employer financing
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that the LO had previously demanded. Finally, the LO became bound
to the Folketrygd-model so tightly that it did not pay much attention to
group pension plans in the private sector, which were later developed
as local market solutions.
assistance and work performance models was typical on the
Labour Party's agenda. Initially, Labourites and bourgeois parties had
opposite positions in the provision and financing dimensions. The
Labourites advocated a system paid for by general taxation' In such a
scheme there would be no relation between contributions and benefits,
and benefits would be targeted to needy according to assistance
principles. The municipal pension schemes enacted by the Labour
Party played a constructive role in the creation of this State model.
The bourgeois parties spoke in favour of the insurance principle, which
insisted that everyone should earn his pension through contributions

A mix of

made during working life.

Over two decades these opposite positions merged to such a degree
that a compromise was possible in 1935. The compromise reached
over the method of finance followed the Labour Party's stance of
general taxation. The agreement was possible because of changing
attitudes in the Conservative camp, while on the other hand the Labour
Parfy's acceptance of individual contributions made it easier for the
Conservatives to reach a compromise. In the provision dimension, a
compromise was also reached despite differences in principal positions.
The unity between the Labour Party and the Conservatives facilitated
the income tested scheme, designed to implement the "equality of
citizenship" through gradual relaxing of income test.
However, the existence of the income test and tax financing were used
by the Labour Party as political weapons to elevate the pension level
before any move had been made to include those who were better off.
The tax-financed pensions based on the assistance model had an
important principal significance: they indicated that welfare would be
offered to the population at large, rather than the restricting measures
to those participating in the labour market, the latter being typical of
the Bismarckian workers' insurance. This difference should be
understood in the context of the Labour Party's concern with the
interests of the poorer rural population.

After the war the Labour Party Governments together with the
Communists continued to support the assistance model in spite of the
recommendations of the Joint Programme. As the three bourgeois
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parties were in favour of the citizenship model, the Labour
Government decided that income testing should be dropped in principle
but gradually and in connection with economic possibilities. This view
is understandable when one considers that the Labour Party, as the
dominant Government party since the mid-1930s, wanted to guard State
funds and save scarce resources. Moreover, the party leadership
wanted to extend the national pensions to include the disabled and
widows before extending the universal coverage. Thus, the conflict
over universalism involved timetable and priority.
There were, however, contradictory opinions within the party. The
leadership shared the Communists' wish to elevate the pension level,
while a faction nearer the bourgeois parties wanted to abolish the
income test on short notice. According to the latter approach, pensions
should not be poor relief but a right of each member in society. In
addition, there was an electoral motive, the citizenship model should
not be on the political platform of the bourgeois parties only.

In 1952

a united Standing Committee on Social Affairs in the Storting
established a twofold compromise proposal: by 1957 the basic national
pension was to be increased to one-third of the average industrial
wage, and the income test abolished. Hence, a faction near the
bourgeois parties grew in strength, and for the first time in the
Committee Labour representatives gave priority to the abolishment of
the income test. This compromise was materialized by the Labour
Government's proposal in 7957, which simultaneously instituted
pensions based on the citizenship model and elevated the level of
pensions based on the assistance model. However, contrary to the
Government's aims, a law on disability pensions was not given first

priority.

All in all, during the postwar period

the Labour Government had a
pragmatic approach to priorities: economic equality, through the
levelling of differences in the standard of living, took priority over the
long-term goal of social equality through the equal treatment of rich
and poor. In accordance with this, in 1969 the Storting enacted the
Special Addition; going beyond its original target group, the old and
low paid workers, this Act also included housewives and other persons
without income from earnings.
One major reason why the citizenship model gained support within the
Labour Parly was that such a pension model did not disqualifu workers
from receiving group pensions. Consequently, in the case of
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supplementary pensions, the first strategy of the Labour Party was to
facilitate the group insurance model. Thus, the old notion of equality,
similar pensions for all, was replaced with a new concept of equality
which aimed to diminish the gap between blue-collar workers, on the
one hand, and white-collar workers and civil servants on the other.
This new approach supported a solution along the lines of group
pension plans instead of a universal, State-run earnings-related pension
scheme.

In a way, it was a reform based on a working class approach: a drive
for workers' pensions similar to those of the more privileged salaried
employees. Yet as in the case of national pensions, a wing in the
Labour Party that was interested in economic and social policy saw
funded statutory earnings-related pensions as an important tool for
intervening in the affairs of private financial institutions.
The choice of a State-run pension scheme and transition from the
goup pension model to the work performance model, both of which
occurred in 1963, are explained partly by situational factors in general
domestic politics. In 1963 the Labour Government had to resign after
a mining accident on Kings Bay. In order to resume office, the

Labour Party proposed an insurance scheme covering the entire
population of those gainfully employed, i.e. the principles of the work
performance model. The scheme bore close resemblance to the
Swedish ATP system, and its pension level approached that of the civil
seryants' system. This, it was hoped, would win further support from
voters outside the immediate sphere of influence of the Labour Party.
Hence, the Labour Party was willing to sacrifice the blue-collar
workers' group pension plan FTP in order to win political support and
votes from groups outside the LO, i.e. fishermen, farmers and
white-collar workers mostly in the private sector. Another wish was to
drive a wedge between the Liberal Party and other parties in the
bourgeois coalition. Also, a State-run scheme would ensure State
control of the "savings of the people".
The insurance scheme was, however, instituted by the bourgeois parties
in 1967, which meant that agrarian and employers' interest took
precedence over the Labour Parff's aims regarding the issues of
pension levels and financing. Nevertheless, the overall pension scheme
was shaped in such a way that it did not target wage eamers' political
pressure towards the earnings-related supplement at the expense of the
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basic national pension. The basic pension was indexed according to
the growth in average earnings.

As to the role of the middle classes and their occupational
organizations, it can be interpreted as residual. The unionization of
white-collar workers was at a low level, a separate white-collar trade
union federation being a newcomer in Norway. Moreover, many
white-collar groups often joined the LO, making it difficult to delineate
a specific white-collar interest in pension policy. However, this partly
explains why the primary interest of the LO lay in group pension plans
in the public sector.
The votes of the middle classes did not count very much to the Labour
Parfy, nor was their role as a coalition partner very important. For
example, in the case of supplementary pensions it was mainly the
interests of workers and self-employed persons that were accounted for.
Not even the Liberal Party was a pure spokesmen of middle class
interests, because the middle classes and farmers made up its power
base; party strategy therefore took farmers' interests into consideration,
too. Party's commitment to the insurance principle was, however, a
clear example of white-collar workers' interests. The decision to
abolish income testing in national pensions may also be interpreted as
representing pension policy for the wealthier middle class, as both
middle class representatives, i.e. the Conservatives and the Liberals,
were closely associated with this universalist pension reform.
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Chapter 2:
Class Actors and Class Coalitions in the
Making of the Scandinavian Pension Schemes
1 Class Actors
Following the historically weighted analysis, this chapter discusses the
countries in a more comparative light. The stands and strategies of the
three major political blocs - business, farmers and labour - are
compared in our model dimensions. The similarities between actors'
strategies are pointed out, but more attention is paid to the
country-specific differences in these strategic stands. Finally, the
political coalitions behind the major reforms in these countries are
summarized and compared.

1.1 Conservatives - Middle Classes and Entrepreneurs

In each of the countries under consideration, with the exception of
Finland, the Conservatives supported the citizenship model as the
primary basis of pension provision. The Conservatives felt that this
citizenship model should later be supplemented by different private
measures, either through purely individual or group insurance schemes.
Their support for the citizenship model should be understood as
beneficial to the social structure of the Scandinavian Conservatives'
constituency. As the parties were spokesmen of the bourgeoisie, the
urban peffy bourgeoisie and the middle classes, such measures as
flat-rate pensions which did not disqualifr those with higher incomes,
were in interests of these groups. The parties were traditional
advocates of the insurance-principe, and flat-rate national pensions
reproduced the old insurance analogy, since all people, rich and poor
alike, who had paid contributions in the form of taxes received

benefits.
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Table 40. Pension Policy Profiles of the Scandinavian Conservative Parties
Provision

Denmark

Finland

Combination
of citizenship
and individualized
insurance models
Combination

of

assistance

and work performance
models

Norway

Sweden

Combination
of citizenship
and work performance
models
Combination
of citizenship
and group inswance
models

Administration
Supplementary

National
Pensions

Pensions

National

Pensions

Financing
Supplementary
Pensions

Decentralized Decenhalized
to municipal to private

Pay-as-you-go

Funding,
insured

Centralized Decentralized

Pay-as-you-go

Funding,
employers

Mixed

level

insurance
companies

system,
State

to

State
level

to private

insurance
companies

system,
insured,
employers

Centralized

Decentralized
to State pension
funds

Pay-as-you-go
system,
insured,
State

financing

Decentralized
to private

Pay-as-you-go
system, State

Funding,
employers

to State
level

Centralized

to State
level

insurance
companies

system,

tripartite

Moreover, as the citizenship model was a cross-class principle, the
Conservatives thought it to be politically appealing and popular.
Support for the citizenship model was further strengthened by the fact
that, since it was based on the pay-as-you-go system, it did not
accumulate any big funds under State-control, and by restricting the
State's role to a flat-rate minimum, the citizenship model encouraged
citizens to save for their old age through private pension insurance. In
the Danish context, the tax-financed approach fitting the small-scale
economic structure was an additional factor contributing to favouring
the citizenship model. Moreover, the tax-financed approach did not
place the competitiveness of export industry at risk, as contributory
financing might have done.

The Finnish Conservatives deviated from the other sister parties in that
they put the primacy on the assistance model for pension provision.
According to them, national pensions should not be the same for
everyone, instead they should be income tested and targeted to needy
people whose working career was short or lacking. This stand largely
reflected the priorities of the employers' organization, a motor of the
supplementary pension scheme, which saw the income test as a
political instrument to delimit and diminish the role of the statist
national pension scheme in total pension security.
During the construction of a supplement to be added on top of flatrate national pensions, all Conservative parties co-operated closely with

337

the employers' organizations, and the employers' stand became very
influential with these parties' tactics. This indicates that supplementary
pensions were seen more as a labour market question than national
pensions, which were seen as political issue. This is logical, because
supplementary pensions are based on the employment relationship,
which means securing pensions for those participating in production.
There were important differences between the parties in the provision
dimension, but in the administration and financing dimensions the
differences were much smaller and the stands more convergent.
Generally speaking, the administration and financing solutions were
ranked first in importance, and the provision solution was considered to
be subordinated to these other two dimensions. The question of
financing scheme, in particular, became central issue. The financing
scheme satisfies the production investment needs to a considerable
degree, and the supervision of collective pension funds is a strategic

function within capitalism.

In provision dimension, there was a clear difference between the
Norwegian and Finnish parties, on the one hand, and the Swedish and
Danish parties on the other. The Norwegian and Finnish parties
supported the work performance model, where all those gainfully
employed are covered by a statutory earnings-related pension scheme.
Contrary to this, the Danish and Swedish parties spoke in favour of
more selective pension schemes, based either on group pension
schemes or merely on individual insurance policies. In a sense, both
parties leaned on more market-expanding solutions than the Norwegian
and Finnish parties.
The support for statutory solutions in Norway and Finland was linked
with the specific way in which the supplementary pension schemes
were constructed in these countries. The reason for these specific
modifications was the result of negative learning from the Swedish
events, where employers' organizations were defeated after having
opposed the statutory supplementary pension option to the bitter end.
In a way, a learning process occurred; it included not a total rejection
of the Swedish ATP model but a $adual and modified adaption of the
model to meet employers' and Conservatives' basic viewpoints on
organizational and funding issues (for this kind of adaption, see e.g.
Rogers 1962,307).
The supplementary pension scheme in Norway was shaped in such a
way that it took Conservatives' and employers' wishes into
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consideration. Administration of the scheme was decentralized into
separate pension funds, which gave much influence to local market
forces. Financing was tripartite, relying on special social security taxes
collected from employers, the insured and the State. Income from
general revenues was included to ease the financial burden of
employers. Also, the fund accumulation was set at a low level so that
no interim funds of significance were ever raised.

In Finland, the Conservatives' support for statutory supplementary
pensions was also related to the special shape of the scheme' Many
features of the Finnish supplementary pension scheme resembled group
insurance schemes in the labour market. The scheme was largely
modified by the employers' organization and the insurance industry,
and it took the interests of the business community into consideration
carefully. The scheme was decentral, and big industrial firms were
free to choose whether to insure their employees through an insurance
company, a pension fund or a pension foundation' Accumulated
pension funds were available to enterprises as a source of cheap self
finance.

The determination of benefits in the scheme also corresponded to the
vital interests of Conservative voters, i.e. the middle classes. The
redistribution was minimal, as there was no ceiling over pensionable
earnings, and benefits were calculated according to the final pay, which
fit the working careers of the salaried middle classes very well.
The Conservatives in Sweden opposed any statutory solution to
supplementary pensions and backed the employers' option of group
pension plans for different wage earner categories. Separate schemes
of this kind would have ensured employers' control over accumulated
pension assets, and would have increased the divisions among the
different layers of wage earners.
The Danish Conservatives spoke in favour of even more individualized
solutions to supplementary pensions than the Swedish Conservatives. In
the opinion of the Danish Conservatives, the major interest of
entrepreneurs was in the citizenship model, and so the earnings-related
pensions could be left to market forces. Moreover, this individualized
insurance model strengthened the bond between the Conservatives and
the private business community. This emphasis on individualized
insurance model should be seen against the differences in the degree of
capital concentration in Denmark compared to Sweden and Finland.
As businesses were more small-scale and less concentrated in
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Denmark, an individualized model was logical, whereas circumstances
in Finland and Sweden, where capital was more concentrated, favoured
more collective solutions.

1.2 Agrarian Parties

-

in Defence of Farmers

Also in the agrarian bloc, the citizenship model was the primary model
in the provision dimension. The commitment to the "equality of
citizenship" had long roots in agrarian policy, and most of these parties
already expressed positive attitudes to this kind of model between the
two world wars. Coverage was the chief objective of the agrarian

pension model.

Table

41.

Pension Policy Profiles of the Scandinavian Agrarian Parties
Provision

Administration

National Supplementary
Pensions Pensions

National

Pensions

Financing
Supplementary
Pensions

Combination
of citizenship
and individualized
insurance models

Decentralized Decentralized
to municipal to private

Pay-as-you-go Funding,
system,
State

insured

Finland

Citizenship
model

Cenhalized No clear
to State level position

Pay-as-you-go

No clear
position

Norway

Combination
of citizenship
and work performance
models

Centralized Decentralized

State
level

Pay-as-you-go

Mixed

Centralized

Denmark

Sweden

Citizenship
model

level

to

to

State

level

insurance
companies

to State pension

system,
State

system,

funds

system,
State

tripartite

No clear

Pay-as-you-go

No clear

position

system,
State

financing

position

However, this emphasis on coverage and "equality of citizenship" was
not based on any altruistic and universalist ideology per se. Rather, as
in the case of child allowances, the position was more materialistic and
instrumental: the self-interest of farmers to obtain full benefits for
themselves. For instance, farmers' interest gloup in each country
demanded that cost gradations be eliminated from national pensions in
order to ensure that an equal pension for everyone irrespective of his
place of residence. Moreover, a major reason for backing the
citizenship model was the fact that the model abolished the deductions
from national pensions made on the basis of landed property.
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In the adminishation and financing dimensions, all Agrarian parties,
with the possible exception of the Danish party, held more or less
statist pension views. Because their support base consisted of
labour-intensive family farms, tax-financed pensions were an optimal
solution; State participation, moreover, eased the costs of pensions to
the rural population by displacing them to the more urban working
class and petty bourgeoisie, in particular. The pay-as-you-go method
of financing was also related to the parties' favourable views
concerning parliamentary decision-making and political regulation.
Furthermore, the pay-as-you-go method indicated that the aim of
farmer's interest groups was an immediate improvement in the
conditions of the rural population, and they did not accept a funding
scheme which did not confer benefits on the present generation.
Dependency on State support and price regulation, facilitated by
centre-left coalitions, strengthened this favorable view of State
intervention. In the Finnish case, State pension administration and the
Agrarian Party were interwoven to such a degfee that it also promoted
statism in pension policy. For instance, the director of the institution
which ran the national pension scheme was also the leader of the

Agrarian Party.

The profile of the Danish Agrarian Liberals differs somewhat from
those of the other Scandinavian Agrarian parties. In spite of the fact
that the party's major position in the postwar reforms was similar to
other Agrarians in Scandinavia, e.g. a preference for tax financing to
secure competitive agricultural export prices, there was an important
deviation on the principal level.

On many occasions during the 20th century, the party spoke in favour
of the insurance principle, according to which everyone should eam his
pension through contributions during his working years. Contributory
pensions reduced the State's role by exploiting resources other than
general taxes. This position is related to liberal ideology. The
Agrarian Liberals stands reflected the large-scale entrepreneurial
farming and more urban industrialization, and the Agrarian Liberals
were nornally more integrated to the bourgeois bloc than the other
Agrarian parties in Scandinavia. Hence, in pension policy the Agrarian
Liberals co-operated with the Conservatives and backed measures
trusting more on private initiative than the other Scandinavian Agrarian
parties.
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However, it should be noted that the Radical Liberals, supporting the
interest of more smallholding farmers, was more consistently behind
the citizenship model and State financing than the Agrarian Liberals.
In this context, the role of the Radical Liberals as an initiator and
mediator between different social policy interest bears much
resemblance with the Finnish Agrarian Party.

Also in the administration dimension, the Danish Agrarians' stand
varied. They had no sympathies for any centralized administrative

organ, but insisted on locally decentralized administration where
farmers retained their influence in the daily administration of social
policy.

As soon as pensions were considered to be a civic right, the Agrarian
parties generally saw no or only little reason for further developments
of pension security. In accordance with this, the parties were neutral
or objected to pensions tied to individual work performance. This kind
of pension model was seen to be selective and secure the pensioners'
subsistence only for those who had had an employment contract. It
therefore meant that large numbers of people, such as farmers and the
economically inactive, would be excluded from pension security.
The objection was not, however, unanimous in each country, and it
gradually abated during the reform process. The Danish Agrarian
Liberals, though they abandoned statutory earnings-related pensions,
insisted on private market solutions on top of established national
pensions. This market-expanding option, a typical bourgeois strategy,
reflected the interests of large export-oriented Danish farmers and the
Danish party's tighter integration into the bourgeois bloc. In Norway,
farmers accepted statutory supplementary pensions when their financing
and the pension level were set in accordance with their wishes.

In Finland, too, although the Agrarian Party objected to earningsrelated supplementary pensions perhaps more consistently than its sister
parties, the party became slowly integrated with the supplementary
pension scheme, through several compromises and package deals. The
separate pension scheme for farmers was shaped in such a way that it
took their interests in the dimensions of financing and administration
into account. Moreover, technical and scientific advances in
agriculture diminished the number of farm workers on larger farms,
which in turn made larger farmers more inclined to support
supplementary pensions irrespective of the fact that these pensions
were financed on contributory grounds.
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Nevertheless, the farmers' primary interest in each country was the
citizenship model, and they strove for coverage rather than high
replacement rates.

1.3 Social Democrats

- Working Class

Before the positions of the Social Democrats are compared, it should
be noted that the political support of the working class is divided
between two political parties in Scandinavia, i.e. the Social Democratic
parties, on the one hand, and the Communist parties on the other' The
Communist parties had high backings in Scandinavia just after the
Second World War, and particularly in Finland, the Communists and
the Social Democrats were evenly balanced working class parties for a
long time. The position of the Finnish Communists is considered later.
Table 42. Pension Policy Profiles of the Scandinavian Social Democratic
Parties

Provision

Administration

National

Pensions

Pensions

Pay-as-you-go

Mixed system,

Denmark

Combination
of citizenship
and work performance
models

Decentralized Centralized
to municipal to State level
level

Finland

Combination

Centralized

and work performance
models

level

Norway

of

assistance

Combination

of assistance
and work performance
models

Sweden

Combination
of citizenship
and work performance
models

Financing
Supplementary

National Supplementary
Pensions Pensions

system,
State

employers

Decentralized
to private
pension
institutions

Mixed system, Funding,

Cenhalized

Cenhalized

Pay-as-you-go Mixedsystem,

level

level

tripartite

Centralized

Centralized

Pay-as-you-go Pay-as-you-go

level

level

to State

to State

to State

to State

to State

employers,
insured

system,

employers

employers

financing

system,
State

system,

employers

Generally, the major aim of the Scandinavian Social Democracy was to

secure its industrial working class supporters adequate compensation
for income loss. Hence, if the Agrarian pension model emphasized
coverage, the Social Democratic model was almost the reverse, aiming
for high benefits, work normally being used as the measure, rather than
coverage. Thus, with respect to pension policy, Scandinavian Social
Democracy differed from the universalist and comprehensive view of
social policy, which has been interpreted as the hallmark of the Social
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Democratic model in Scandinavia (cf. Esping-Andersen
46-49).

& Korpi 1987,

Compared to the Conservatives and the Agrarian parties, the positions
of the Social Democrats were ambivalent, and they were hesitant over
the issue of the citizenship model. Initially, all Social Democratic
parties in Scandinavia were supporters of the assistance model, where
economic equality, achieved through levelling out of differences in the
standard of living, dominated over the long-term goal of social equality
- the citizenship model - achieved through equal treatment of rich and
poor alike. Their strategy focused on implementing wide coverage and
a high pension level to workers, but not necessarily for other
socio-economic groups. The methods of income testing and tax
financing were used instrumentally to elevate workers' pension level

before including any groups of people who were better
national pension schemes.

off in the

For the Finnish Social Democrats, income testing had different political
implications. Together with the employers, they wanted to apply
income testing to strengthen the dominance of the work performance
model, thereby diminishing the role of statist national pensions in the
Finnish overall scheme, and in consequence limiting the growth of
State expenditures. In a manner of speaking, this was a budgetary
motive similar to those in Norway and Sweden, where the Social
Democrats had been the regent parties since the mid-1930s and were
quite unwilling to enlarge the coverage of pension schemes to include
all people, rich and poor alike. The income test was used as an
instrument to target State funds to those most in need. Hence, the
Social Democrats were not so eager to abolish assistance systems as
Esping-Andersen and Korpi (1987, 49) claimed them to be.
However, the tax-financed pensions based on the assistance model
meant an important principal step: they directed pension security to the
population at large rather than restricting it to those participating in the
labour market, which was typical of Bismarckian workers' insurance.
Thus, the step from assistance to citizenship model was not great.
The acceptance of the citizenship model among the Scandinavian
Social Democrats was largely conditioned by the trade union
movement. The trade unions' support for the citizenship model was
motivated by the positive impact on occupational group pensions plans
and their future development. Hence, the support for citizenship
pensions can be understood as a first step towards occupational pension
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security for workers in order to reach pension parity with salaried
civil servants. In Finland, the aim was similar but the
The Finnish Social Democrats rejected the
differed.
pension model
citizenship model as too agrarian and chose the insurance model of
providing contributory pensions for workers and other wage earners.
employees and

As to supplementary pensions, the role of the trade union movement
was still more accentuated. This is consistent, since supplementary
pensions to a considerable degree aim at securing pensions for those
participating in production, i.e. protection of the labour force. The
worker exchanges his labour for pension, the amount of which is
determined according to his wage and the length of employment. The
pension is exchanged for and secured by the individual's earlier work
performance. The major objective was to achieve this kind of pension
security for workers, though traditionally this kind of pension security
was more widespread among civil servants and white-collar workers in
the private sector.
Hence,

it was a drive for relative justice, i.e. legislation or collective

agreements to obtain equality between blue-collar workers and
white-collar workers who had pensions and other fringe benefits. For
this reason, the role of trade unions, skilled workers unions in
particular, was so dominant in the process.

Although in final analysis the Social Democrats had a similar position
in each country - i.e. they backed a statutory earnings-related pension
scheme - there were differences in the consistency of the strategy, as
well as different paths leading to the parties' adoption of this deparhre
point. There were also differences in administration and financing
dimensions between the parties. These differences derive to a large
extent from the peculiar class structures of each country.

In

Sweden, the representative of the homogenous working class, the
LO, had a consistent course, which materialized its aims as a statist
pension scheme with large interim funds. It politicized the pension
issue in order to include all workers who needed coverage, and pressed
the Social Democratic Party to agreed to its option. The pension
scheme constructed largely mirrored the interests of the working class,
and pension funds were used to satisff workers' long-term societal
interests, e.g. with respect to housing.

The parry initially hesitated in the face of supplementary pensions,
fearing possible harmful consequences to white-collar workers' pension
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schemes, which would in turn antagonize white-collar workers and
blue-collar workers. However, the work performance principle became
the main formula in the harmonization of pension stafus between
blue-collar workers and white-collar workers, though successful
negotiations between the employers and white-collar unions constituted
the factor that integrated white-collar workers into the statist
supplementary pension scheme in the end. The State-run
supplementary pension scheme had trvo major political implications: it
terminated red-green co-operation between the Agrarians and the Social
Democrats, on the one hand, and it deepened the divisions within the
bourgeois parties in Sweden on the other.

This pension scheme, formed on the basis of the working class
approach, had a major influence on other Scandinavian sister parties
and their strategies. Thus, in contrast to the Conservatives and
employers' organizations, which learned negatively from the Swedish
pension scuffle, the Scandinavian Social Democrats, the Finnish ones
excepted, learned positively from the experiences of their Swedish
sister party. In other words, if the Conservative reaction was finding
out what not to do - i.e. not institute a scheme similar to that in
Sweden - the Social Democratic reaction was the reverse, being an
indication of positive learning: finding out what to do, i.e. to institute
a supplementary pension scheme modelled after the Swedish ATP.
However, this influence from Sweden was mediated through
country-specific differences in working class power positions, class
force configurations and historical situations.

In Denmark, during the first left wing majority in parliament,

the

Social Democratic Government proposed statist earnings-related
supplementary pensions similar to those in Sweden, which aimed at
reaching pension parity between manual workers, on the one hand, and
salaried employees and civil servants on the other. The Danish petty
bourgeois class structure, however, became inimical to this objective.
The representatives of urban entrepreneurs and farmers objected to this
plan, thinking it too selective, and spoke in favour of including the
whole population under a tax-financed pension scheme. Also the export
sector rejected pure employer financing and preferred tax financing.

This was due to the fact that export prices, the agricultural prices in
particular, were determined on the international market and could
absorb increased social security costs only at the risk of decreased
competitiveness.
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Trade unions and part of the Social Democratic Party were also
suspicious of earnings relation, and attacked the proposal for wanting
perpetuate inequality, because the pensions being proposed would mean
the continuation of payments dependent on wage even after working
life. Hence, many low paid and unskilled workers' unions shared the
interests of entrepreneurs and farmers, and continued to support
tax-financed national pensions.

The more skilled workers' unions were principally interested in
securing pensions tied to work performance, but the financing scheme
became an impediment to this. Skilled workers also favoured taxfinanced approach, and rejected employers' financing as an obstacle to
future wage increases and other fringe benefits. This position of the
skilled workers' unions must be seen against the background of the
less concentrated capital and small-scale economic structure of
Denmark. Owing to these structural factors, the trade union strategy
was focused on State-financed social security instead of employers
financed, because State financing did not risk the competitiveness of
medium-sized export firms and their capability to pay wage increases.
Thus, contrary to the Swedish party, the Danish parfy paid special
attention to the low paid manual workers' material interests and
ignored the white-collar workers' wishes. In consequence, the party
integrated into the bourgeois parties pension option - flat-rate national
pensions - and into flat-rate semi-public labour market pension scheme,
which meant redistribution in the favour of the LO's low paid
members.

The other side of the coin was that the growth of group pensions and
individual insurance policies sky-rocketed in Denmark. Hence, the
rejection of statism in Social Democratic policy meant that an
increasing share of total pension expenditure became channelled
through pension foundations, insurance companies and banks. Likewise,
the interest in short-term material advantages stopped any possibilities
of capital steering and State-run investment policies.

In Norway, the Labour Party together with the LO, initially supported
a flat-rate group pension plan very similar to the Danish scheme. This
approach was chosen to diminish the gap between blue-collar workers
and white-collar workers not by legislative measures but by separate
group pension plan for blue-collar workers. Thus, in contrast to
Sweden, the statist scheme was not the top priority in the beginning.
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However, the dual source of support for the Labour Party - workers
and the rural population - and situational factors - a mining accident
in Kings Bay - changed the approach to the work performance model,
and meant the enlargement of coverage to include all those gainfully
employed. Thus, the Labour Party's wish to sacrifice the group
pension plan mirrored the peculiarity of the Norwegian class structure;
the parly speculated to win and maintain votes outside of the LO,
among fishermen and small farmers in particular. Thus, contrary to
Sweden, where skilled trade unions played the dominant role in the
supplementary pension reform, the trade union movement's role in

Norway was much more minor; political rivalry over the rural
population's votes meant more.

Acceptance of the work performance model was partly conditioned
merely by political tactics. Since the bourgeois parties held different
opinions about legislation of the scheme, the Labour Party saw the
issue as offering a chance to terminate the bourgeois co-operation.
However, contrary to Sweden, in Norway the bourgeois parties were
clever tacticians who put their conflicting opinions aside and
introduced statist earnings-related pensions. On the other hand, the
new pension scheme, shaped in accordance with agrarian and
employers wishes, played down the pension level and fund raising.
Thus, although the Norwegian Labour Party was able to bring about a
statist supplementary pension scheme as in Sweden, its aims with
respect to capital steering and a high pension level that would crowd
out private pension schemes were not realized.
Finland differed from the other countries under comparison in that the
country had two equally strong labour parties. Before the 1950s, these
two parties, the Social Democrats and the Conrmunists, had a similar
stand on pension policy: the tax-financed assistance model. This
position was an expression of the material interests of small farmers
and the working class in agriculture and industry.
However, in the national pension reform of 1956 their paths parted; the
Social Democrats drifted into the Conservative and employers' camp,
and the Communists into the agrarian camp. The Social Democrats
placed priority on a high level of income compensation, and wanted to
tie the pension security increasingly to individual work performance. In
a sense, they favoured pension security along the lines of the
traditional Bismarckian workers' insurance; i.e. labour force protection.
The Communists, however, pushed more for coverage and the
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citizenship model so that classes other than skilled workers would also

be included.

Although the position of the Finnish Social Democrats was similar to
that of the other Social Democratic parties in the provision dimension,
i.e. high pensions measured by work performance, it differed
considerably in the dimensions of administration and financing.
Contrary to Norway and Denmark, the Swedish ATP pension model
did not have much impact on the Finnish Social Democrats.
More light can be shed on this by comparing the Finns to their
Swedish comrades. The Finns emphasized the goals of short-term
distributive struggle, and the changing historical situations have played
more role than long-term strategic objectives. The question of pension
capital steering is a good example of this. In supplementary pension
reform, control over pension funds was entrusted to the hands of
employers, and supplementary pensions were thereafter developed as a
"series of non-decisions" where no deliberate step towards capital
steering and fund control have been taken by the Social Democrats.
Hence, concern over the level of benefits overshadowed questions of
administration and production investment control' In a manner of
speaking, this strategy was in inverse relationship to primary objectives
of capital, because it was in employers' major interest to supervise the
use of supplementary pension funds.
On the other hand, cogrse of events may mirror a difference in strategy
between the Finnish and Swedish Social Democrats: the Swedes have
developed supplementary pensions as a politically regulated payas-you-go scheme, whereas the Finns have preferred a labour market
based funding scheme that is not politically regulated. Politically
regulated State organization was not regarded favourably as a potential
insurance carrier, since it had historically been in the hands of the
Agrarians and their sympathizers. Statutory supplementary pensions
but private organization and the funding system were preferred in order
to achieve a certain autonomy in relation to politics. All in all, the
Finnish Social Democracy reacted almost solely to intern stimuli, i.e.
the needs of its support groups and to the previous pension policy
inheritance; political diffusion from the neighbouring Sweden played
hardly a role.
The Finnish Communists placed more emphasis on the citizenship
model than did the Social Democrats, reflecting the rural component of
their dual support base. Thus, the drive for coverage beyond pure
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workers' insurance was connected to the political weight of the rural
population, very similar to the case of the Norwegian Labour Party. In
the administration and financing dimensions, the Finnish Communists
were more statist than the Finnish Social Democrats, and their position
bear closer resemblance to the Swedish and Norwegian Social
Democrats.

Yet, a gradual elevation of benefits in the Finnish supplementary
pension scheme diminished the Communist opposition to the
supplementary pension scheme and its organization. This effect was
further strengthened by structural change, which increased the number
of wage earners in the party's inner circle.

To conclude: the Social Democrats in Scandinavia aimed at high
pensions for workers, determined by the length of employment and the
size of earnings. The level of pensions and their coverage was,
however, determined by the country-specific intervening factors. The
Swedish reform was the most outstanding example of working class
policy, whereas in Norway the interests of the rural population, small

farmers and fishermen, had an additional impact on the reform. In
Denmark, the interest of low paid workers was given the greatest
importance, which meant that work performance was measured
according to the length of employment but not to the size of earnings.
In Finland, the interests of employers and the insurance sector
dominated to such a degree that workers' pensions were divided
according to occupational sectors and related to work performance with
no upper limit set for the size of earnings.
Furthermore, differences in the financing and administration of
supplementary pension schemes reflected the colour of the interests
which dominated the political arena in each country. In Sweden and
Norway, the Social Democratic parties had been able to control the
political arena since the mid-1930; in consequence, a statist
supplementary pension scheme with pay-as-you-go financing was
possible. In Finland and Denmark, left participation was weaker on
political level and agrarian and petty bourgeois interests dominated, and
in contrast to Norway and Sweden, supplementary pensions were
organized privately on the labour market, financed by the funding
scheme, to ensure self-support and independence from politics.
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2 Coalitions
Because no class actor can reach a numerical majority within a polity,
it must forge political alliances with other class actors in order to
promote and defend its interests. Moreover, a coalitional approach
implies interaction, which underlines that classes are not only social
categories but also social relations. Hence, a class has to be

understood in relation to other classes within society. Table 43
summarizes the history

of coalition formation in the Scandinavian

pension policy during the postwar era.

Table 43. Political Coalitions in Postwar Pension Policy in the Scandinavtan
Countries
Pension

Reform

Denmark

Finland

Norway

Sweden

Coalition of

Coalition of

Coalition of

Coalition

Agrarian Party,
main model:

assistance

and Social
Democrats,
main model:
universalized

National
Pension

Reform

Conservatives
and Agrarian
Liberals,
main model:

Coalition of

citizenship

Coalition of the

of Conservatives

and the Agrarian Party,
main model:
citizenship

Social Democrats,

main model:

Coalition of the
Agrarian Party

Coalition of

Coalition of

Coalition of

Coalition of

companies

insurance,
firnds in insurance
companies

group msurance,
funds in insurance

citizenship +
individualized

insurance,
firnds in insurance
companies

Supplementary

gtoup insurance

Conservatives,
Liberals and the

Social Democrats
and Radical Liberals,
main model:
citizenship

Conservatives,
Agrarian Liberals
and Radical Liberals,
main model:

Pension
Reform

Conservatives

Social Democrats,
Socialist People's
Party,
main model:
work performance,
funds on State level

and Commrmists,
main model:
citizenship

Labour Party and
Communists,
main model:
assistance

Conservatives and
and Social Democrats, the Agrarian Party,
main model:
main model:
citizenship +
work performance,
individualized
funds in insurance
Conservatives

Coalition of the
Agrarian Party

and Communists,
main model:
citizenship,
funds on State level

assistance

of
Liberals,
and the Christian
People's Party,
main model:
Coalition

Conservatives,
Liberals and the
Agrarian Party,
main model:
citizenship +
companies

Coalition of

Social Democrats
and Communists,
main model:
work performance,
work performance frmds on State level

The Labour Party,
main model:

work

performance
funds on State level
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The table reveals political coalitions as far as the parties and their main
pension model in the provision dimension are concerned. In the case of
supplementary pensions, the key question of pension fund supervision
is considered, too. Except for Denmark, in each coalition which
pushed for the citizenship model, the Agrarian party played the
dominant role. In the Norwegian and Swedish national pension reform,
the Agrarians and the Conservatives joined together, in sense a
coalition of farmers, urban entrepreneurs and urban middle classes, to
bring about flat-rate pensions.

In the Finnish case, the Agrarian Party had the Communists' support in

the national pension reform, which demonstrated very clearly how the
labour movement split between the Communists and the Social
Democrats gave farmers the upper hand in parliamentary politics. The
winning coalition in Finland differed from those of its neighbouring
countries in the respect that its roots lay almost purely in the backward
rural strucfure of the country, which in comparison to the other
countries was still exceptionally large in the 1950s. Thus, the Finnish
national pension reform was solely a feat of the Agrarian Party.

The coalition behind citizenship model differed in Denmark. There,
too, the rural element - the Radical Liberals - was a leading and
aspiring force in the coalition, but in contrast to the other countries,
their coalition partner was the Social Democratic Party - a genuine
red-green coalition.
The major class force in the coalition opposing the citizenship model
was the Social Democratic Party. In Sweden and Norway, the Social
Democrats backed the assistance model, which would save State funds
and raise the pension level of industrial workers. The Communists in
Norway were also behind this coalition. However, the objection to the
citizenship model was not very fierce, and both Social Democratic
parties had supporters of the citizenship model, which eventually won
over the majority within the parties. The trade unions' positive
attitude to the citizenship model conhibuted also to its success.

In Finland, the Social Democrats together with the Conservatives did
not back the assistance model, but advocated for a universal pension
scheme based on the insurance principle. Such a scheme, it was
hoped, would secure the income replacement needs of those with an
employment relationship. These wishes, however, never materialized
and the winning coalition - the Agrarians together with the
Communists - managed to push the citizenship model through
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parliament in 1956. In Denmark, the coalition of urban entrepreneurs
and farmers backed the assistance model, and objected to the flat-rate
citizenship model owing to its expanding effect on the role of the
State. However, both parties agreed to this model after the State
guarantee for private gtoup pensions and individual pensions was
introduced. The possibility to include wealthier farmers and urban
entrepreneurs was also an important factor in this transformation.

All in all, in each country the outcome of political coalitions

was a

national pension scheme with flat-rate citizens' pensions and
assistance-type increments, which constituted a median between the
basic pension needs of farmers, the bourgeoisie and the urban petty
bourgeoisie, and the working class. In a manner of speaking, this is
logical because flat-rate national pensions are security against
cross-class contingency, i.e. old age, and pointed in the direction of
pension security for the population at large, regardless of labour market
status or personal wealth.

In Finland, however, the national pension scheme was disappointment
to workers, since it did not take their wish for wage-related benefits
into account. Moreover, income-tested increments made up the largest
part of the Finnish national pension scheme, and income testing
effectively barred workers from receiving additional pension security
through group pension plans.

In the supplementary pension reform, an important factor in political
coalitions was the break-up of the old cross-class coalition between
farmers and workers, caused by the rapid decline of the rural
population after the Second World War. In addition, supplementary
pensions were a modern variant of the Bismarckian worker insurance
that aimed at high pensions for those with an employment contract,
and in this way left farmers untouched. Thus, farmers saw little reason
for developing these kinds of pensions and did not markedly influence
pension policy after the national pension reform.
This was most salient in Sweden; the other three countries showed
more variation from this pattern. Finland deviated from this overall
pattern, since farmers still formed about 40 per cent of the
economically active population in 1960, and agrarian interests left their
mark on the supplementary pension process very clearly' Also in
Norway, farmers' interests had a considerable impact on the
supplementary pension scheme. In Denmark, the entrepreneurial
community had a strong effect on events.
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When considering political coalitions and supplementary pension
reform, the structuring effects of previous national pension schemes
should be taken into account. There was a clear division between
Sweden and Norway, on the one hand, and Finland and Denmark on
the other. In the former two countries, the national pension scheme
consisted purely of the flat-rate citizenship model, whereas in the latter
two countries a division between citizenship and assistance models
prevailed. Hence, there was agreement on flat-rate national pensions in
Norway and Sweden, and the major issue in formation of a coalition
was the shape of supplementary pensions - i.e. whether the wage
earners' pension security should be achieved through the group
insurance model or the work performance model. In contrast, in
Denmark and Finland there was disagreement on the direction of the
national pension scheme, and the major issue was whether to develop
the work performance model or to perfect the citizenship model.
Additionally, the issue of the financing scheme - control over wage
earners' collective pension savings - was another front line in the
alignment of political forces. It was of utmost importance for
employers and bourgeois parties to control pension funds, because
compulsory collective savings on a nationwide scale are a yery
powerful instrument for capital formation.

In contrast to the national pension reform where the Agrarians were the
driving force, the Social Democrats were the main spokesmen of the
supplementary pension reform, demanding pensions tied to individual's
work performance. They got support from the radical left parties or
from the Liberals. co-operation with the Liberals did not extend to a
formal alliance on package solutions in pension policy, but for
instance, the Swedish ATP was passed with the support of one
individual Liberal vote. The Liberals did not, however, fully accept
the social Democratic proposals because of their preference for statism,
but they did agree on the insurance principle which these proposals
simulated.

The coalitions in Scandinavia were largely structured on the basis
differences between the national pension schemes. In Sweden, where
the citizenship model was perfected, the Social Democrats together
with the communists pushed for the work performance model, whereas
the bourgeois parties preferred the group insurance model in order to
keep divided the labour force and capital formation in private hands.
Briefly, the coalitions were polarized in a way that mirrored the bipolar
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class structure of Sweden. The Social Democratic system of State-run
pension funds based on compulsory membership and financed by
employers was introduced after a bitter parliamentary struggle and a
general referendum in 1957. The outcome mateialized the shared, and
somewhat divided, interest of the working class and the heterogenous

middle classes.

In Norway, too, discussion centred round the shape of the
supplementary pension scheme. The Liberals and the Christian
People's Party were the first to propose the work performance model,
while the parties on the right, the Conservatives and the Agrarian
Party, spoke for individual insurance as complements to the citizenship
model. The Labour Party supported the group insurance model, but
later on chose the work performance model. This change was
associated with the comparatively strong position of small-scale
farming and rural interests in Norway and within the Labour Party.
The change of tactics and the political lesson learned from events in
Sweden almost brought the political coalitions together, and
consequently the National Insurance Scheme with its work performance
component was instituted by the bourgeois parties, in an atmosphere of
general political consensus. There was, however, disagreement over
the financing scheme, ideological division falling according to the
left-right dimension. The bourgeois parties wanted more influence on
local market forces, whereas the Labour Party wanted to ensure State
control of the "savings of the people".
Contrary to Sweden and Norway, the division between citizenship and
assistance components in the national pension scheme conditioned
political coalitions in Denmark and Finland. In Denmark, the coalition
of urban entrepreneurs and farmers placed priority on perfecting the
citizenship model, and rejected the Social Democratic proposal on the
work performance model. The traditional coalitions broke down in
Denmark, and the Radical Liberals shifted to the farmers and urban
petty bourgeoisie camp which preferred the tax-financed citizenship
model.

The Social Democrats were not able to find widespread support for this
proposal either from the left or in its own circles, and unification of
the bourgeois parties forced the Social Democrats to gave up their
plan. In 1978 all four major parties, the Conservatives, Agrarian
Liberals, Radical Liberals and Social Democrats, agreed to put
emphasis on the tax-financed citizenship model, giving up the idea of
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work performance model. Hence, the winning coalition, the bloc of
entrepreneurs and farmers, shaped the Danish overall pension scheme
in such a way that the citizenship model was dominant and
complemented by group and individual pensions that expanded the

market.

In Finland, the configuration of coalition formation renewed the old
battlelines of the national pension reform in 1956. The Social
Democrats together with the Conservatives, a coalition of urban
consumption, pushed for pensions bound to work performance, to
ensure high pensions for workers and the middle classes. In way, this
was the most Bismarckian pension scheme model of all the pension
schemes enacted in Scandinavia. The coalition was based on the
compromise which the central labour market organizations had
achieved in the early 1960s. In this compromise, employers
unquestionable reign in pension capital formation was recognized in an
exchange for workers' primary interests, i.e. benefit level and employer
financing without public revenues.

Moreover, the Conservatives, the representative of the middle classes,
were integrated into the scheme because it included no upper limit for
pensions and because there was a close connection between
contributions and benefits, as was the case with private insurance.
Since it stressed the work performance principle, this coalition
developed national pensions as pensions targeted to those whose
working career was short or lacking, thereby diminishing the
citizenship model in Finland's overall pension scheme.
The Agrarian Party and the Communists, a coalition of agrarian
hinterlands, wanted to complete the citizenship model and abandon the
assistance model in order to ensure necessary pension coverage. They
rejected the work performance model, considering it too selective, and
claiming the model to restrict pension security to those participating in
the labour market, thereby excluding large segments of the poor
population, such as farmers and the economically inactive.
Additionally, the private organization model was not considered
acceptable because it was seen as accumulating people's pension
savings in private hands.

A compromise between

these coalitions was achieved in late the 1970s.
Other pension income excepted, the income test was abolished from
national pensions, but the dominance of the work performance principle
in the overall pension scheme was maintained. Finally, it should be
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noted that the Constitution of Finland has tight safeguards for property
rights. These constitutional safeguards necessitated the backing of
larger political coalitions with respect to pension reforms than required,

for instance, in

Sweden.

All in all, the result of political coalitions in each country

was a
the
model,
the
citizenship
combining
pension
system
three-channel
constituted
which
assistance model and the work performance model
a median between the basic pension needs of three Scandinavian class
blocs - farmers, workers and the bourgeoisie. Co-ordination of these
pension models in the overall pension scheme was arranged according
to the relative strength of class actors and country-specific deviations
from the general ffipolar class structure model. This being so, we can
see how the working class came to leave its mark on the Swedish
scheme, why the peffy bourgeoisie had a great impact on the Danish
scheme, why the coalition of workers and the poor rural population
was relevant in the Norwegian context, and why farmers and
employers determined the profile of the Finnish scheme in the final
analysis.
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Chapter 3:
Classes and Pension Policy: Lessons from the
Scandinavian Case

I

The Merits and Limits of the
Structural-Functional View

One feature of the structural-functional hypothesis is the emergence of
the welfare state prograrrunes, e.g. pension schemes, as a concomitant
of fundamental structural changes in a society. Many structural and
political configurations which we identified in this study can be
outlined in terms of structural variables. These structural factors can
be seen as macro-level transformations which raise certain challenges
and needs to which politicians must respond.

For instance, the economic growth which occurred between 1950 and
1970 was rapid in Scandinavia, making these four countries among the
richest in the world. This created enough wealth to introduce generous
national and supplementary pension schemes in each country.
Moreover, compared to the other Scandinavian countries, the Swedish
economy began to expand quickly immediately after the Second World
War, partly as result of being able to stay out of the war; this explains
why Sweden was the first to introduce the citizenship model in 1948.
Similarly, the general aging of the population in postwar Scandinavia
created the requirements for pension reforms, both in the cases of
national and supplementary pensions.
Furthermore, all Scandinavian nations were neither highly industrialized
nor highly urbanized in relation to the industrial core of Europe; hence
the rural population formed the majority of the population for a long
time. This structural precondition was an important factor explaining
why, in contrast to the countries on the European continent, national
pension schemes to cover each citizen emerged in Scandinavia. Later,
the industrialization process together with the growth in the production
of services induced new basic pension needs, which employment based
supplementary pension schemes could be seen to answer.
Moreover, this sectoral transformation sheds light on why flat-rate and
income-tested national pensions were not enough for the expanding
groups of wage earners and salaried employees. In fact, the
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convergent three-channel pension scheme in Scandinavia - a combined
citizenship, assistance and work performance model - can be seen as
responding to the differentiated basic pension needs of the population
in different sectors of the economy. Similarly, the growth of group
insurance schemes to complement this three-channel model are a
derivative of the growth of the population working in services.

In Finland, the structural challenges were of more recent origin than in
the other Scandinavian nations, which explains the late timing of the
first political answers to the problem of old age' Additionally, the
lateness of Finland's structural changes sheds light on farmers'
dominant place in Finnish pension policy. Finally, the fact that
Finland experienced one of the most rapid decline of agricultural
sectors in the OECD countries and simultaneous growth of industrial
and service sectors, in the 1960s and 1970s, contributes to
understanding why the work performance model became the dominant
principle in the provision of pensions in Finland.
On the other hand, structural factors do not explain why postwar
Finland - being more agrarian than the other Scandinavian nations introduced a national pension scheme in same year as Denmark and
Norway. An even stranger question is: Why did Finland introduce
supplementary pensions tied to work performance next after Sweden,
before Denmark and Norway? This timing is even more curious
viewed from the perspective that the general aging of the population
started later in Finland - the real increase took place in the 1960s.
Secondly, structural factors do not shed much light on the different
weights that these countries put on pension models in their total
pension provision, or on the different kinds of financing schemes and
administration solutions which were instituted in these countries. To
answer such questions we must seek more plausible interpretations,
which emphasize the significance of the agency.

2 Structural-Political View
The most common agency-oriented approach to Scandinavian pension
policy is the structural-political perspective, which scrutinizes the major
actors in the economy and polity, and interprets pension policy as an
outcome of their interplay.

3s9

Impact of Social Democracy
The basic argument is that the outgrowth of postwar pension schemes
were strongly related to the relative power position of the Social
Democratic labour movements in the Scandinavian nations. The
comprehensive and universalist pension schemes were created by the
Social Democrats in two stages: in the first stage, they introduced
unified, noncontributory and universal pension schemes based on flatrate benefits. In the second stage, during the 1960s the Social
Democrats placed emphasis on eamings-related benefits and adequacy
in State-run pension schemes.

How do the results of our study compare against this basic hypothesis?
Firstly, to give the Social Democrats credit for flat-rate citizenship
model would be an oversimplification, and partially also rationalization
after the event. Generally, in contrast to the "equality of citizenship"
Social Democrats aimed at high compensation for income loss in the
provision dimension. In a way, they strived for the height of benefits
rather than at achieving coverage that would be as wide as possible.
As to national pension schemes, Social Democrats preferred income
testing as an instrument to elevate the pension level of low-paid
workers before any extension of national pensions' coverage. Hence,
they ranked vertical, material redistribution higher on the priority list
than the long-term goal of social equality between citizens.
Additionally, there was a budgetary motive: In Sweden and Norway,
Social Democrats since the mid-1930s had the role of the "natural
parfy of Government", and they were hesitant to waste State funds on
pensions which also covered wealthier people outside the scope of
these parties' natural voter groups. In Finland, too, Social Democrats
were stubborn supporters of the income test, which they considered
both to limit State pension expenditures and to target benefits to those
in most need. The primary reason for supporting the assistance model
was connected with securing the work performance principle in the
course of Finnish pension legislation.
However, this overall conclusion must be delineated in sense that there
were ambivalence and division within labour movements concerning
this issue. Moreover, it should be remembered that although the
majority of the Social Democrats supported pensions based on the
assistance model, these pensions were an important deviation from the
continental insurance model, because they indicated the provision of
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pensions to the population at large without restricting them to those
participating in the labour market.

The driving force behind the citizenship model was the trade union
movement, which saw the citizenship model as a first phase in the
development towards supplementary pension schemes. Hence, the
interest was not actually "the equality of citizenship" or comprehensive
coverage, but self-interest in the positive impact of the citizenship
model on blue-collar workers' group pension plans and their future
development. In Finland, this self-interest was similar, but owing to
different construction of the overall pensions scheme, Finnish trade
unions supported the assistance model as indirectly facilitating
supplementary pensions tied to work performance.
The strive for benefit height or adequacy was further strengthened in
the cases of supplementary pensions, where each Social Democratic
party strove for high pensions for all those gainfully employed but not
necessarily for the community as a whole. This aim thus marked a
shift away from the tradition of people's insurance securing a basic
subsistence level for every member of society and towards the tradition
of workers' insurance providing high pensions for a selected segnent
of the population - those participating in the labour market. However,
there was variation between the parties in respect that the Norwegian
and the Swedish parties opted for more universalist supplementary
pension scheme, whereas the Finnish party accepted a rather high
degree of occupational segmentation within the scheme'

All in all, the supplementary

pension reforms indicate that the Social

Democrats strove to attain high pensions, measured by individual work
performance, for their immediate supporters. Thus, although it would
not be justified to credit the Social Democrats for universal flat-rate
national pensions scheme, there is good reason to credit them for
ensuring adequate earnings-related benefits for the working class.

This picture is further supported by the fact that the supplementary
pension approach was justified by the concept of relative justice - or
tlue-collar workers' self interest - so that pension parity could be
realized with white-collar workers and civil servants, whose pension
benefits were better. In the Swedish context, this state of affair was
very clear since the financing scheme was based on the pay-as-you-go
,yri.-, which focused on immediately granting blue-collar workers the
pension level of civil servants.
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Another major claim of the Social Democratic model is that political

pressure from the working class pushed the State to initiate pension

reforms. How do the results of our study relate to this hypothesis of
power resource mobilization? Generally, in the case of the
supplementary pension scheme, in each country the generosity and the
shape of the scheme depended on the power position of the working
class, and mirrored the differences of power resources between the
Scandinavian Social Democratic parties. In each national context,
however, political pressure from the working class was mediated by
various factors - such as the degree of control over the political arena,
the composition of parties' support base, and the manoeuvering room
of civil servants or technocrats.
Firstly, much of the shape of the supplementary pension scheme
depended on the colour of the class interests, dominating the political
scene in the historical situation when the pension scheme was
introduced. Hence, parties aimed at shaping the scheme so that it
would take their interests into account most effectively and

immediately, while simultaneously diminishing the influence of the
adversaries. Thus, in Sweden and Norway, where the Social
Democrats were the "natural parties in government" and were in a way
embedded in State structures, the Social Democrats had had large
parliamentary majorities since the mid-1930s, and they logically
supported a State-run supplementary pension scheme where political
control was the major instrument of supervision. The pay-as-you-go
system also ensured immediate elevation of the pension level reaching that of civil servants - by means of political decisions.

In Finland and Denmark, the Social Democrats did not control politics
or State structures to the same extent as did their Norwegian and
Swedish comrades because agrarian and petty bourgeois interests were
more dominant, and they opted for schemes where the control of
scheme lie in the hands of the labour market partners. Moreover, they
did not support for the pay-as-you-go system, which would have
ensured immediate improvement of workers' pension level, but instead
supported a funding scheme that would secure self-supporting financing
and independence from politics.
This was the most obvious in the Finnish case, since the Social
Democrats were willing to sacrifice pension fund control - allowing
funds to remain in private insurance companies - in order to guarantee
the inviolability of pension rights. In a way, the labour market was
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used against politics to secure workers' pension rights, a situation quite
the contrary to Esping-Andersen's (1985) view of "politics against
markets" being the only power resource mobilization strategy for Social
Democracy, or of the State being the only benefactor for the working
class (Esping-Andersen & Korpi 1987).

However, it should be noted that pension rights were confirmed
through legislation in both Denmark and Finland. On the other hand,
in the view of the Finnish Social Democrats" supplementary pensions
were considered to be earned, subjective rights largely untouched by
political discretion. Additionally, political discretion was diminished
Ly the interpretation that workers' pension rights, similarly to those of
civil servants, were considered to be safeguarded by the Finnish
Constitution, which contains extraordinarily tight rules for minority
protection, consequently being very effective obstacle to any decision such as cuts in earned pension rights - made by a simple political
majority.
Secondly, interests other than pure working class interests and the
division within the working class contributed to developments in these
concrete cases. For instance, the Norwegian Labour Party initially was
a spokesman of voluntary group pension plan for workers, but was
willing to terminate this plan to win political advantages among the
rural population by promoting legislation of a supplementary pension
scheme. This indicates that the political parties of the working class
defended the interests of larger population gtoups than did the trade
unions, and hence their interests and strategies are not always one to
one.

This is indicated also by the case in Denmark, where the Social
Democratic Party wanted to institute a universal supplementary pension
scheme similar to that in Sweden, but did not succeed because of
internal antagonism within the working class. The Danish low-paid
workers' unions had much weight in the LO, and consequently their
preference for a tax-financed national pension scheme became an
impediment to any active support for a statutory earnings-related
supplementary pension scheme. The interests of low-paid Lo members
coincided with farmers' and entrepreneurs' interests, and formed an
obstacle to a solution in the Swedish style.

Additionally, the preference for tax financing over employer-financed
pension security among all circles of the Danish working class is a
factor which indicates the importance of country-specific factors -
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small-scale economic structures in this case - in working class
mobilization strategy. Moreover, the preference for tax financing
underlines the necessity of decomposition of the pension scheme,
because the financial solutions can easily dominate over the provision
dimension, as the Danish case shows.

Thirdly, the result of this comparison showed that differences in the
of working class organization affect the amount of autonomy
available for pension experts and the insurance branch to manoeuwe
and to influence pension reforms. Generally, the more powerful and
organized the working class was, the less room there was for pension
experts to manoeuwe (cf. Stryker 1990; Valocchi 1991). For example,
the comparison between Finland, Sweden and Norway sheds light on
this argument. In the two last mentioned cases, the well-organized and
disciplined working class movement instituted a politically regulated
State supplementary pension scheme, further development of which was
dependent purely on political decision-making in parliament.
degree

But Finland, in contrast, allowed the insurance branch to gain the
upper hand over pension organization and its further development, this
being possible because of fragmentation of the working class
movement. Additionally, these different solutions embodied the
winners' interests in such a way that supplementary pension schemes
were developed through different strategies in these countries: through
parliamentary decision-making in Norway and Sweden, and in Finland
through co-operation between the insurance branch and the central
labour market organizations.
To conclude: the Social Democrats in Scandinavia had a pragmatic and
incremental orientation in pension policy, and their action was largely a
political response to immediate and narrow wage-earner pension
interests. Hence, there was neither special commitment to universalist
measures per se nor large hegemonic projects, but rather more gradual
and flexible reformism where problems were solved and needs
answered as a result of short-term wage-earners' interests and changing
historical situations. Only the Swedish Social Democrats, pressed by
the trade union movement, had consistent policy option and long-term
objectives concerning State-run pension schemes and their financing.
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Class Coalitions
The several studies anchored in the structural-political perspective
supplement the above-mentioned basic argument - the impact of Social
Democracy - by emphasizing class coalitions and other class actors,
such as Agrarians, Conservatives and employers. In studies focusing
on the impact of class coalitions in Scandinavian pension policy, the
major stress is still on the working class movement.
More specifically, the object of attention the capacity of the working
class movement to force political alliances with other class forces. The
conventional interpretation is as follows: Flat-rate national pensions
represent the climax of the old red-green coalition between Social
Democrats and Agrarians, whereas earnings-related supplementary
pensions were an outcome of the working class movement's transition
to a new type of intra-class coalition between blue-collar and whitecollar workers. How well do our results match this interpretation?

Firstly, when the reform of national pensions as a civil right was on
the agenda, it was not so much the red-green coalition or the capacity
of the working class movement to forge alliances with other classes
which mattered. On the contrary, it was just the capacity of the other
side of the traditional coalition - the Agrarian parties to form coalitions
with other classes, to push the citizenship model through. The
Agrarian parties were the driving force of this coalition in each
country; they gained support from the conservatives and the Liberals
in Norway and Sweden, and from the backwoods Communists in
Finland.

only in Denmark was there a genuine red-green alliance

between the

Social Democrats and smallholding farmers - the Radical Liberals but in this alliance, too, farmers were the leader. In this context, it is
worth noting that to terminate supplementary pensions in Denmark, the
Conservatives and the Agrarian Liberals formed a coalition similar to
the one these political forces formed in Sweden and Norway during the
national pension reform.

The conclusion that supplementary pensions came about as a result of
intra-class coalition between manual workers and salaried employees
best fits the course of events in Sweden and, to a certain degree also
in Finland. There was a partial alliance between central blue-collar
and white-collar organizations in Sweden, and the supplementary
pension scheme was passed with the support of an individual Liberal
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vote in parliament. This is, however, only one side of the truth,
because support from the central white-collar organization was not
unanimous, owing to political divisions within the organization, and
co-operation with the Liberals did not extend to any formal alliance.
The Social Democrats got their most consistent support on this item
from the Communists, and hence it was more a coalition of the
traditional working class parties which instituted the ATP scheme.
This picture is further strengthened by the fact that only after
successful collective negotiations - to co-ordinate white-collar workers'
group pension plans with the ATP - between white-collar unions and
employers was white-collar workers' loyalty to the statutory
supplementary pension scheme assured.

In Finland, there was co-operation between the working class and the
middle classes from the very formation phase of the supplementary
pension scheme, because the initiative to introduce earnings-related
pensions for wage earners had been made jointly by blue-collar and
white-collar workers' central organizations. The special structure of
the Finnish supplementary pension scheme strengthened this wageearner coalition, since high earners in the middle classes were also
included, because no upper limit to pensionable wage was set contrary to the other Scandinavian supplementary pension schemes -

and because there was a close connection between contributions and
benefits, as in the individualized insurance model.

Moreover, the positive inclination of the employers' organization to the
supplementary pension scheme - which mainly shaped the outline of
the scheme - further consolidated this coalition. In a way, the
supplementary pension scheme was anchored very closely to the major
interests of those who were partners to urban consumption.
Neither Norway nor Denmark had much of a blue-collar and
white-collar coalition to speak of. The Social Democrats and trade
unions in Denmark paid special attention to low-paid workers' pension
interests, and focused on State-financed national pensions and
employment but not on earnings-related pensions, which in turn
ignored the wishes of the middle classes. The extended group pension
plans of the salaried middle classes became an additional factor
impeding any larger intra-class coalition in Denmark. Hence,
supplementary pensions did not provoke any unification of the working
class movement; on the contrary, it unified the bourgeois bloc in
Denmark.
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In Norway, too, the Labour Party initially paid special attention to
workers' supplementary pensions, but later reformulated its strategy to
satisfy rural population's pension needs but not those of white-collar
workers, in particular. In a way, the dual base of the Labour Putty,
urban workers and agrarian people in the countryside, prevented the
forging of an alliance between blue-collar workers and white-collar
workers in Norway. This may also explain both why Norway kept a
much higher degree of flat-rate national pensions and why
supplementary pensions were introduced later in Norway' Moreover,
in the concrete political decision-making situation, all major parties
supported supplementary pensions, which made it difficult for any of
the parties to benefit electorally from their support.

Agrarian Impacts
In addition to the role of cross-class coalitions, the impact of agrarian
interests was put forward as a complementary hypothesis to the role of
Social Democracy. Thus, according to the hypothesis many features of
the Scandinavian pension schemes could be understood in terms of the
strong agtarian interest groups. Our analysis found solid evidence for
this argument. The decisions to make the national pension a civil
right, i.e. the citizenship model in the pension provision dimension, can
be regarded the hallmark of the Agrarian parties. The major aim of
these parties has been the "strive for coverage"; a strategy quite the
opposite of the Social Democratic strategy. This, in turn, may help us
understand the peculiarity of the Scandinavian model; the high
compensation level and broad coverage of basic national pensions (cf.
Kangas & Palme 1989,7-9). The pension policy peculiarity universal and high national pensions - as well as other sources of
social security such as sickness insurance and child allowances, were
connected with the political peculiarity of the Scandinavian nations, the
Agrarian parties.
However, the drive for broad coverage was not grounded on any
position of dedication to the well-being of the commonwealth as a
whole. On the contrary, it depended on the specific structural
circumstances of farming and owner-occupied farms in Scandinavia,
such as an economy that was partially a barter economy,
labour-intensive farming with many unpaid assisting family-workers,
and the double role of farmers, who were both independent
entrepreneurs and farmhands. It was in farmers' self-interest to
institute pension schemes compatible with these structural conditions,
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and the best, and perhaps the cheapest way to do this was through
tax-financed unconditional national pensions independent of social class
and occupational status.

Moreover, the pay-as-you-go nature of financing of national pensions
was designed to ensure immediate improvement of the conditions of
the present generation of farmers. Together with tax financing, the
scheme redistributed income not only between generations but also
between single members of a given generation - for instance, between
those with low and high income or people working for wages or a
salary, and people doing their own work.

This defensive self-interest can be described in further detail by
scrutinizing the cases with respect to supplementary pension. In
principle, because they work for themselves, farmers had little or no
interest in supplementary pensions, which secured the subsistence of
those who had had an employment relationship upon their retirement.
The work performance model left many groups - such as the selfemployed and the economically inactive - outside the scope of its
coverage, and it was seen among farmers' advocates as an exception
from the tradition of people's insurance.
However, as the cases in Norway and Finland indicate, farmers did not
reject supplementary pensions categorically, but began to work out
supplementary pension schemes along the lines of the people's
insurance tradition by shaping the schemes for coverage, income

replacement and financing. Hence, the coverage of supplementary
pension schemes was enlarged, their income replacement lowered and
State support for pension costs was promised as the outcome of
pressure from the rural population. Furthermore, as the financial
burden of pensions was cut by the decline in the number of farm
workers, farmers' criticism of supplementary pensions was quieted
down.

An important variant policy of the Agrarian parties was the stress on
statist pension scheme solutions. Agrarians were eager proponents of
statist solutions in the administration and financing dimensions of
pension schemes, and their pension policy profile was actually more
statist than those of the Social Democratic parties. In part this was

based on the fact that State subsidy and tax financing were compatible

with the structural conditions of family farms, and in part it reflected
farmers' traditional and widespread positive attitude to State
intervention. This is analogous with the fact that in contrast to the
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situation in many continental countries, where the State has been
conceived as an oppressive monolith, in the more agrarian
Scandinavian countries the State has in many respects had the image of
being the benefactor of the cofitmon people (cf. Osterud 1978, 185;
also Allardt 1986,202-203; Alestalo 1986, 127). Consequently, in the
Scandinavian countries the two terms, State and society, are often used
synonymously in political rhetoric (see e.g. Lewin 1984, 275; Boli
1991, 101).
There were, however, some deviations from this general position.
owing to more large-scale entrepreneurial farming and more liberal
ethos, the Danish Agrarian Liberals had more qualified attitude to State
intervention, and they had promoted more market-expanding measures
and locally decentralized pensions. on the contrary, in Finland the
leadership of the Agrarian Party and of the National Pensions Institute
was held by the same person in the 1950s and 1960s, and this
strengthened the traditional tie between farmers and the State. Thus, in
addition to having a central position in postwar politics, the Finnish
Agrarian Party shared the positive attitude with which the social
Dimocratic parties of Norway and Sweden regarded the State's role in
pension policy.
Moreover, the agrarian class interests became embedded in the State to
such a degree that it had a considerable effect on pension policy
developments in the 1960s and 1970s. Thus, the Finnish pension
schemes were developed through dualism, where amendments were
made to the statist national pension scheme dominated by the Agrarian
Party, on the one hand, and to the separate supplementary pensions
scheme dominated by the conservatives and the social Democrats on

the other.

Conservative ImPacts

In addition to the roles of cross-class coalitions and the Agrarian
parties, the role of the Conservatives and the employers has been
regarded an important factor in the making of pension policy. The
central claim has been that rightist political control is inimical to
extensive pension provision. On the other hand, some scholars have

presented opposing views arguing that generous public pension
provisions are not inconsistent with Conservative policy, and that, in
many instances, conservatives and employers also left their imprints in
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pension policy reforms. Can our comparison somehow bridge the gap
between these contrasting arguments?
Generally, we can say that the latter argument is more plausible, but it
needs to be qualified and enriched. The Swedish ATP case expected,
in none of the countries did the Conservatives and the employers very
actively oppose pension prograrnmes in the postwar period. Rather, the
main interest was focused on designing pension schemes that would
encourage work incentives and saving, and on shaping their
administration and financing schemes to strengthen capital formation in
enterprises. This, in turn, underlines the importance of decomposing

the concept of pension schemes.

The differences in industrial structure and in the composition of
entrepreneurial segments naturally affected the models which were
chosen in each country. This is very clear when Denmark is compared
to Sweden and Finland: the latter two countries have preferred more
collective and earnings-related pensions and employer financing,
whereas Denmark placed emphasis more on tax financing and flat-rate
pensions combined with individual insurance.
The close link between the Conservatives and pension security was
obvious in national pensions reforms: in all countries, with the
exception of Finland, the Conservatives supported rather generous
national pensions based on citizenship model. This support rested on
two reasons; the first being the direct consequence and the second
being the more indirect consequence of such an unconditional pension
scheme.

In the case of direct consequence, the unconditional national pensions
were evaluated to benefit the self-interest of Conservative parties'
nucleus followers: the entrepreneurial community and the middle
classes. Especially, in Denmark, the role of urban entrepreneurs was
strongly emphasized. In the case of indirect consequence,
unconditional national pensions were supported because of their
positive impact upon group pension plans, which were based on work
performance and individual earnings.

In Finland, the Conservatives and the employers rejected national
pensions based on citizenship model, and demanded assistance-type of
pensions targeted to those who had no working career. Similarly as in
other nations, this position was related to the indirect consequence of
the national pension scheme: owing to the different co-ordination
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procedure followed in the Finnish overall scheme, income-tested
pensions did not disqualiff the recipient from receiving the augment of
supplementary pensions. Thus, in Finnish pension security the income
test was supported in order to strengthen the work performance model.

The Conservatives and employers also had a positive attitude towards
supplementary pensions, because pensions tied to employment
relationship were recognized as being the necessary cost of
unintemrpted production and stability on the labour market. similarly,
the benefit formula according to which pensions were calculated on the
basis of the duration of employment and the amount of earnings was
received favourable. The bourgeoisie and the salaried middle classes
preferred strong individual participation in pensions through earnings
during working years, and a close connection between contributions
and benefits which simulated individualized insurance model.
However, the positive connection between the Conservatives and
supplementary pensions must be specified more precisely by inspecting
other dimensions of pension schemes. Administration and financing
schemes rose to be the main issues in conservative pension policy. In
a manner of speaking, the administration and financing dimensions
overshadowed the benefit issue; administration and financing were the
most important issues, whereas the benefit Structure was a secondary
issue in Conservative pension policy.
Hence, there was a positive connection between the Conservatives and
statutory supplementary pensions, but this connection would be realized
as support in practice only if the administration and financing
dimeniions of the scheme to be legislated were solved to correspond to
the approaches of Conservatives and employers. Since the employers'
wishes were not taken into account in Denmark and Sweden, they did
not give support to a legislated solution to earnings-related pensions.

In contrast, the employers and conservatives in Norway and Finland

had a positive attitude towards statutory supplementary pensions, since
their wishes had been taken into account when constructing these
schemes. Moreover, in these two countries, the pension policy of the
Conservatives and employers was flexible, since the defeat of Swedish
employers made them change tactics, granting approval to statutory
supplernentary pensions if relevant questions, such as the financing
..hi-., could be settled satisfactorily. In Finland, the split within the
political left additionally ensured the employers the upper hand in
pension policy.
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All in all, the Conservatives

and the employers' organizations were as
important actors in pension policy as the other structural-political
agents, such as the Social Democrats and the Agrarian parties, and
their tactics were flexible in the sense that State involvement per se
was not rejected so long as employer control was achieved through
other arrangements - such as decentralization and independent
organizational mode. However, it should be emphasized that
Conservative pension policy was reactive in the sense that it responded
to challenges firstly raised by labour movements. In spite of this, all
three major class actors were involved in the making of pension
schemes in Scandinavia, and the pension schemes were an outcome of
interplay between all actors within the polity even though the specific
shape of each pension scheme was conditional on the relative strength
of these actors: in particular, large-scale farmers and entrepreneurs in
Denmark, employers and farmers in Finland, a preindustrial urban-rural
alliance in Norway, and a strong working class in Sweden.

3 Political Factors
In addition to the impact of broad class forces, there are alternative
hypotheses which are drawn from political and institutional
perspectives on welfare states. Several analysts have underlined the

impact of political factors on pension policy making; more specifically,
the making of pension schemes has taken place consensually without
any strong conflicts. Particularly, the events in Norwegian pension
policy have been sketched in the light of consensus. It should be
noted that from the viewpoint of the structural-political hypothesis that
the consensus argument has a strong theoretical interest because it
challenges the basic claim that pension schemes emerged from the
struggle of social classes and political parties.

This study has shown that decisions made conceming national and
supplementary pension schemes were not the result of any particular
class actor's capacity to impose its objectives thoroughly, but rather an
outcome of interaction between different coalitions. Despite this
coalition formation, the hypothesis that pension schemes were built up
consensually must be rejected on the basis of our results. In each
instance - each decision on national or supplementary pensions - there
was clear interest opposition and dispute between different class actors
in the preparatory phase of the decision-making process, although it is
true that these divergent interests merged into a product which was
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acceptable to the majority in the final phase of the legislative process.
Thus, it seems that consensual hypothesis may include a
methodological mistake in that it concentrates on the legislative phase
of the decision-making process too much (cf. Kangas & Palme 1989,
12).

Conceming Norway, which was considered as typical exemplar of
consensual decision-making, some remarks could be made. Firstly,
though there was wide agreement in the mid-1950s that national
pensions should be made universal, in the initial phase a clear priority
conflict occurred between the bourgeois coalition, on the one hand, and
the Labour Party and the Communists on the other hand. The
bourgeois parties wanted to drop the income test immediately, whereas
the Labour Party and the Communists wanted to elevate the level of
income-tested pensions for workers before any widening of coverage.

Similarly, in the case of supplementary pensions, although there was
widespread agreement about the National Insurance Scheme during the
legislative process, initially there were three different and conflicting
sketches as to how these pensions should be arranged: through
legislation, through group pension plans or through individual
insurance. Moreover, when the pension schemes are broken down to
their sub-dimensions, it becomes clear that there was widespread
consensus only about the provision dimension - the work performance
model - whereas socialist parties and bourgeois parties had opposing
attitudes about administration and fund accumulation.

Additionally, one could easily claim that the bourgeois parties were
compelled to consent, as a result of both the power and the
reformulated strategy of the Labour Party (cf. Esping-Andersen &
Korpi 1987, 73). Yet, the final format of the National lnsurance
Scheme, drawn up in 1966, satisfied several wishes of bourgeois
parties concerning the pension level and financing scheme; hence there
was not much to quarrel about.
However,

it

should be noted that

it is possible to relate parties'

strategies and pension reforms to larger political-institutional
framework. This approach emphasizes the specific versions of
national models in Scandinavia that are determined by factors such as

the inert forces of a nation's geo-economic stnrcture, the dominant
export sectors in particular, and the national political-institutional
relations (Kosonen 1985, 1987; Mjoset 1986). For instance, the
differences of supplementary pension schemes between Sweden and
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Finland can be viewed against the background of their country-specific

models.

The background of the Swedish model is an internationally successful,
differentiated industry and a relatively large and organized working
class. The consent between capital and labour allows to both parts the
realization of their interests. In the late 1940s, the Social Democrats
who formed Government formulated a concrete plan, according to
which full employment should be maintained through a solidary wage
policy, rationalization in the industry and active labour market policy.
The State played an active role in the model, but was supposed to act
through indirect measures and macro-policy (Kosonen 1985, ll4-ll5).
Because of the strong position of the Social Democrats other political
parties were forced to accept the targets of this Swedish model.
Consequently, the huge funds supplementary pension scheme
accumulated were collected in State-administered pension funds which
created a strong Government role in directing the flow of capital

investment.

The Finnish model is based on relatively one-sided exports, the forest
industry, on a large and politically powerful agricultural sector and on
unstable political coalitions between the left and the centre. According
to the traditional Finnish viewpoint, the economic policy has to
concentrate on the competitiveness of the export sector more than on
stabilization or employment problems. The State has a great
responsibility for the material conditions and financing of production.
Welfare state programmes can be expanded, too, but only within limits
set by the competitiveness of the export sector and the needs of
accumulation (Kosonen 1987, 183-186). Thus, in contrast to the
Swedish case, the Finnish supplementary pension scheme was based on
the principle that pensions for private sector employees were financed
by the employers and administered by private insurance companies and
pension funds.

4 Institutional Factors
According to the institutional viewpoint, pension security institutions be they public or private - are not passive instruments through which
various interest gloups press their demands. Rather, these institutions
are seen as source of unique interest, autonomous enough to advance
and achieve those interests. Moreover, institutions are conceived as
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policy networks, which give structure to the political strategies of
societal actors. Pension reforms are seen as products of political
learning about pre-existing institutions, policy inheritance and outside
influences. Our results contain examples of the plausibility of this
approach. In each our cases, there were examples of the important
role of civil servants, examples of the structuring effects of previous
institutions and pension progralnmes, examples of political learning
with respect to national pension policy inheritance as well as examples
of political learning from outside influences.
For instance, the role of civil servants and experts can be seen ln
Swedish and Finnish pension policy. In the national pension reform of
1948 in Sweden, it was the civil servants within the Social Welfare
Committee, in particular, who formulated the flat-rate national pension
option which became the major issue on the national political agenda.
Similarly, in Finland it was a civil servant - the chairman of the
supplementary pension committee - who sketched the organizational
alternatives of supplementary pensions for further discussions between
the labour market partners and political parties. Additionally, a working
group consisting of experts in the national and supplementary pension
schemes devised a co-ordination plan for the Finnish pension schemes
in 1971, thereby affecting the course of the Finnish pension policy,
even the whole social insurance sector, up till the mid-1980s.
Likewise, there were the many instances where previous pension
institutions and programmes had an important feed back effect on the
national pension policy agenda through political learning. In Norway,
the existence of municipal pension schemes had an impact on the
choice of a tax-financed and income-tested old-age pension scheme on
the national level. This course, established in the 1930s, was continued
in later amendments of the national pension scheme. Similarly, the
tax-financed assistance viewpoint which was adopted in the first
Danish pension law in 1891 has dominated the Danish pension policy
thinking on old-age pensions up to the present.
The dualism of the statutory pension schemes in Finland structured
pension policy in such a way that pension reforms were made through
package deals that jointly reformed both schemes. In addition, the
Finnish national pension reform of 1956 had such a political
inheritance that it kept Social Democrats and wage earners unions
outside the national pension scheme, and the National Pensions
Institute in general, for decades. The previous white-collar workers'

375

pension plans structured pension policy discussions in Sweden and
Denmark, and were specially influential with regard to the fate of
earnings-related supplementary pension scheme in these countries.
The twofold framework created in national pension schemes in the
mid-1950s revealed the formation of coalitions in Danish and Finnish
pension policy discussions. The conceivable alternatives were whether
to move towards more the flat-rate citizenship model or whether
towards the work performance model. In contrast, in Sweden and
Norway, where national pensions were created in one uniform flat-rate
citizenship framework, later policy discussions revealed the exact shape
of the work performance model, its administration and financing in
particular.

Political Learning
In addition to these national institutional impacts, we can find
examples of how outside influences affected the political agenda in
each country. The Swedish supplementary pension scheme and its
funds scuffle reverberated throughout Scandinavia and greatly affected
the strategies of political and economic interest actors in the other three
countries. It should be underlined that this political learning process

had both positive and negative aspects. For the Social Democratic
parties and trade unions, Finland excepted, it was a positive learning
process directed towards instituting a statist scheme similar to that in
Sweden. For the employers and the bourgeois parties, it was a
negative learning process directed towards countering the Swedish type
of scheme in order to diminish State and Social Democratic penetration
of pension insurance markets.

Further, not only impacts of major institutional arrangements were
noted; diffusion impacts of coincidental situational factors and impacts
of pure personal factors could also be observed in this study. For
instance, in Norway a situational factor in domestic politics - the
mining accident in Kings Bay in 1963 - obliged the Labour Parly
change its policy and accept the format of statutory earnings-related
pensions. In Finland, the events that led to the general strike in 1956
drew the attention of the labour market organizations away from the
national pension scheme, which was reformed in a way they did not
want. Likewise, the schism within the Finnish Social Democratic Party
and the presidential elections held when the supplementary pension
scheme was instituted both had strong influences on the outcome, in
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particular on the success of the decentralized private organization of
the scheme.
Choices made on the personal level also affected postwar pension
policy in Scandinavia. The individual decision of one Liberal
representative in parliament, who abstained from voting, made it
possible to pass the bill on the supplementary pension scheme in
Sweden. Thus, a personal factor was decisive to the success of the
Social Democratic pension proposal.
Analogous to events in Sweden, a personal factor played an important
role in the Finnish national pension decision in 1956, when in
parliamentary reading the insurance principle was changed to taxfinanced national pensions. The Agrarian Party representative who
proposed this change had recently been appointed general director of
the National Pensions Institute, and he considered the insurance
principle to be alien to modern social insurance. This personal link
between the Agrarian Party and the National Pensions Institute further
consolidated the intimate and close relationships between farmers and

the State in Finland.

However, these autonomic effects of major pension institutions and
coincidental influences of situational and personal factors must be
understood vis-a-vis the nature and power of the organized class
interests. Though institutions and policy legacies shape pension policy
outcomes, there is always a possibility that the construction of
institutions and policy legacies incorporate class interests into these
structures, and the class interests and the structures interact to shape
pension policy. Classes and class fractions "embed" themselves within
institutions and policy legacies, and this "embeddedness" has strong
effects on pension policy formation (cf. Quadagno 1988, 7-10;
Valocchi 1991,167-183; see also Korpi 1983, 15; 1989, 314). In a
Sense, institutions can be seen as a storage of previous class and power
struggles.

Hence, many of the examples mentioned above can be interpreted from
this perspective. The dualism in the development of the Finnish
pension schemes reflects the fact that the class interests of farmers
were incorporated in the national pension scheme, the class interest of
capital and labour being incorporated in the supplementary pension
scheme. Analogically, the needs and interests of farmers were
embedded in the first Danish tax-financed pension scheme, which
interacted with the strong position of farmers in Danish society in a
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way that ensured the dominance of this approach irrespective of many
debates on tax financing versus the insurance principle in Denmark.
Additionally, the pattern of how the Swedish ATP scheme reverberated
into the strategies of actors in the other three countries reflected the
great depth to which working class interests were incorporated into this
scheme. Owing to this strong Social Democratic image, the reactions
of the Social Democratic parties and the bourgeois parties and the
employers were completely the opposite of one another.
Secondly, this study showed that the administrative routines for the
construction of pension policy - the committee investi gatory procedures
and the referral procedures in particular - were very similar in the
Scandinavian countries. However, in spite of this similarity the
outcomes of policy - the pension schemes adopted - were quite
different in these countries. Other factors, such as powerful class
organizations, thus affected the outcomes more than administrators and
administrative procedures.

Thirdly, experts and civil servants may play an innovative role in
developing pension policy options and proposals, but support for these
proposals and their fate in the political decision-making process clearly
depends on the impact of greater class forces. The stronger the
organization and mobilization of these class forces is, the less room
there is the experts and civil seryants to manoeuvre (cf. Block 1980,
229; Korpi 1989,324;' Stryker 1990, 684-726). According to our
results, the mobilization of working class power is the critical factor in
the Scandinavian context.
This can be clearly seen when comparing Finland to Sweden and
Norway. In Finland, the scattered mobilization of the working class left
pension experts much more autonomy to design and shape pension
policy outcomes than in the other two countries, where more powerful
working class mobilization made pension policy purely dependent on
political discretion. Similarly, a personal contention may play a role in
certain historical situations, but in the long run policy outcomes are
conditional to power situations between broader class forces. Thus,
even though the Liberal representative's decision was crucial in the
legislative stage of the Swedish supplementary pension process, the
basic pension needs of workers were so topical and pressing that a
political response to them was absolutely essential, sooner or later.
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a static institutional view of pension
distinction between the effects of
sharp
a
policy and trying to draw
previous pension programmes and societal actors, it is more reasonable
io adopt a dynamic societal perspective which focuses on the interplay
befween institutions and actors in an ongoing process where everything
becomes an intervening variable. Thus, the Scandinavian three-channel
pension systems could seen as a construction where interests of societal
actors and institutional traditions have become interwoven and have
merged to form a balanced whole'

All in all, instead of adopting
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