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Abstract: “Baumol’s cost disease” (BCD) is a famous concept in economics, highlight-
ing the reason why personal services tend to become less affordable over time. This
article traces the circulation of the notion of BCD in Sweden from 1968 to 1991, show-
ing how this simple piece of economic knowledge was translated into vastly differ-
ent political agendas. Three such agendas are identified: redistribution, austerity
and degrowth. In the context of cultural policy, BCD was seen as justifying public
subsidies to the arts. However, for liberal critics of the Swedish welfare state, BCD
proved the historical necessity of limiting the responsibilities of the public sector. In
an alternative reading, it was used as an argument for degrowth and for a reduction
in working hours. The circulation of BCD in the public sphere highlights the impor-
tance of rhetoric to economics and in particular the appeal of the medical metaphor
of “disease” as key for articulating a sense of social or cultural crisis.
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1 Introduction

In the late 1960s, a hypothesis was developed by a prominent economist. Unlike
much of the increasingly mathematized work in this discipline, however, this was
a hypothesis simple enough for anyone to understand. The argument centered
around the story of a string quartet, highlighting how it needs a certain amount
of time to perform a certain piece of classical music. It would not make sense for
the musicians to play faster, nor is the quartet able to reduce its workforce to any
number smaller than four. The economist then used this string quartet as an anal-
ogy in order to characterize a wide range of human activities that all seem unable
to keep up with economic demands to become ever more efficient. As a result,
such activities tend to become increasingly expensive over time.
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I here refer to the so-called “cost disease,” usually presented as “Baumol’s cost
disease,”* sometimes “the Baumol effect”? or even “Baumol’s law.”* It is commonly
presented as a discovery made by US-American economist William Baumol (1922—
2017), but as we will soon see, the actual phenomenon had already been analyzed
by several economists before him. However, it was only with Baumol that it be-
came a “thing,” and variations of the same story — typically with reference to a
string quartet — have circulated in the public sphere for over half a century. The
same “disease” has been brought up in vastly different contexts to explain the long-
term outlook for society and to support a wide range of political agendas.

The fundamental dynamic of the cost disease is indeed very simple. While
there is a tendency in every capitalist economy toward rising productivity, this is
not to say that productivity may rise at an even pace in each sector of the econ-
omy. In certain industries, technological innovation may offer exceptional oppor-
tunities to reduce the need for human labor. Accordingly, there must be other
economic activities lagging behind the average rate of productivity growth. This
lag is particularly apparent in the case of personal services such as childcare
where the “product” may hardly be disentangled from the presence of a human.
In the words of William Baumol, childcare appears to be “technologically stag-
nant,” just like a string quartet.*

The fact that productivity growth is “unbalanced” tends to manifest itself
through changes in the relative price of products.” As many manufactured goods
become more affordable over time, personal services get more expensive in rela-
tive terms. Once upon a time, it cost more money to buy a pair of scissors than to
visit a barber while the opposite tends to be the case today.

1 Charles M. Gray, “Baumol’s cost disease,” in The New Palgrave Dictionary of Economics, eds.
Matias Vernengo, Esteban Perez Caldentey & Barkley ]. Rosser Jr (London: Palgrave Macmillan,
2020), online version accessed January 13, 2024; James Heilbrun, “Baumol’s cost disease,” in A
Handbook of Cultural Economics, 2nd ed., ed. Ruth Towse (Cheltenham: Edward Elgar Publishing,
2011), 67-75.

2 “Baumol effect,” in A Dictionary of Climate Change and the Environment, R. Quentin Grafton,
Harry W. Nelson, N. Ross Lambie & Paul R. Wyrwoll (Cheltenham: Edward Elgar Publishing,
2012), online version accessed January 13, 2024.

3 “Baumol’s law,” in Oxford Dictionary of Economics, Nigar Hashimzade, Gareth Myles & John
Black (Cheltenham: Edward Elgar Publishing, 2017), online version accessed January 13, 2024.

4 William J. Baumol & William G. Bowen, Performing Arts: The Economic Dilemma: A Study of
Problems Common to the Theater, Opera, Music and Dance (New York: The Twentieth Century
Fund, 1966), 164.

5 This is based on an additional assumption, namely that we live in a more or less capitalist soci-
ety where there is one single market for the necessities of life and where individuals are able to
choose between jobs in different industries. Accordingly, the wage level cannot diverge too much
between industries.
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This is a historical trajectory that can be understood almost intuitively, even
by someone without any formal training in economics. It boils down to the simple
fact that human time is a scarce resource® — something that in itself may hardly
be seen as paradoxical or pathological. Yet, the concept of “Baumol’s cost disease”
has turned out to be very attractive for economists and laymen alike. The meta-
phor of a “disease” has a long history in Western economic thought.” Apparently,
it may provide an opportunity to talk about the economic roots of looming social
or cultural crises.

In this article, I trace the reception and circulation of “Baumol’s cost disease”
(BCD) in Sweden, focusing on the period 1968-1991. One reason for choosing Swe-
den as a case is that much of William Baumol’s own work on the cost disease was
actually carried out in Sweden. As shown in section 5 below, he spent time as a
visiting researcher in Stockholm around 1970 and interacted with Swedish actors
both within and outside academia.

Furthermore, Sweden at the time was an expansive welfare state as well as a
country where the push for increased productivity was institutionalized by cen-
tral wage bargaining. The so-called “solidarity wage policy” sought to preclude
the growth of a low-wage service sector. Hence, Sweden could in theory be ex-
pected to confront the effects of the cost disease earlier and more directly than
other countries in which uneven productivity growth was allowed to manifest it-
self in the form of rising wage inequalities between different industries.®

In an influential study on the emergence of different “postindustrial employ-
ment regimes,” sociologist Ggsta Esping-Andersen compared data from Sweden,
Germany and the US from the 1960s until the 1980s. America’s postindustrial job
growth mostly occurred in the private service sector, particularly in entertain-
ment, restaurants and tourism. On the other hand, “Sweden’s postindustrialism
lies in the welfare state edifice,” as Esping-Andersen concluded in 1991. Most new
jobs created in Sweden had gone to women in healthcare, education and other
public sector services. This resulted in the Swedish labor market being much

6 Roy Harrod, “The possibility of economic satiety: Use of economic growth for improving the
quality of education and leisure,” in Problems of United States Economic Development (New York:
Committee for Economic Development, 1958), Volume I, 207-213; Fred Hirsch, Social Limits to
Growth (Cambridge: Harvard University Press, 1976), 23-24.

7 Daniele Besomi, “Crises as a disease of the body politick: A metaphor in the history of nine-
teenth-century economics,” Journal of the History of Economic Thought 33, no. 1 (2011): 67-118.

8 Per-Anders Edin & Bertil Holmlund, “The Swedish wage structure: The rise and fall of solidar-
ity wage policy?” in Differences and Changes in Wage Structures, eds. Richard B. Freeman & Law-
rence F. Katz (Chicago: University of Chicago Press, 1995), 307-344.
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more gender-segregated than the other two cases.’ Hence, this structural differ-
ence between the US and Sweden serves as an important context for the Swedish
reception of the “cost disease.”

I do not try to answer whether Baumol was right about the cost disease, nor
how the cost disease has affected the Swedish economy. In my view, the “cost dis-
ease” is not a clearly defined hypothesis and thus cannot be falsified.' Here, it is
rather understood as a rhetorical device. When emphasizing the rhetorical com-
ponent of economic knowledge, I am taking a cue from Deirdre McCloskey’s influ-
ential study The Rhetoric of Economics."* She argues that the use of metaphors is
an inherent feature of economics as a science. Not every metaphor merely serves
an “ornamental” purpose. Indeed, according to McCloskey, economic models al-
ready represent a form of “nonornamental metaphors.”*?

As a rhetorical device, BCD refers to, but is not identical to, the simple fact
that productivity does not increase evenly. Starting off from this observation, a
two-step operation is required to arrive at the “cost disease.” First, a highly sim-
plified model is presented of an economy consisting of two sectors: one in which
productivity does increase over time and another where it does not. This is where
the above-mentioned analogy of a string quartet is often used to illustrate how
some activities cannot be rendered more productive by using new technology. In
the second step, the resulting changes in relative prices are said to be a problem
or even a pathology. Baumol came to employ the medical metaphor of “disease.”
This particular combination of a two-sector model and a medical metaphor is
what characterizes BCD. Furthermore, every time the “cost disease” is attributed
to the famous economist William Baumol, this in itself constitutes a third kind of
rhetorical operation, known as the “appeal to authority.””® In other words, on a
closer look, the rhetorical device I study turns out to be a specific combination of
several simple devices.

Accordingly, I ask how BCD has been made relevant by a variety of actors and
how this helped articulate different social and political visions. My focus is not on
internal intellectual developments in the discipline of economics but on the circula-
tion and perception of economic knowledge between academia, policymaking and

9 Gosta Esping-Andersen, “Three postindustrial employment regimes,” International Journal of
Sociology 21, no. 2 (1991): 149-188.

10 To see why BCS is not a clearly defined hypothesis, we only need to compare the divergent
explanations provided by scholarly dictionaries, such as the ones referred to in footnotes 1-3.

11 Deirdre N. McCloskey, The Rhetoric of Economics, 2nd ed. (Madison: University of Wisconsin
Press, 1998).

12 McCloskey, Rhetoric of Economics, 13, 19, 40—44.

13 McCloskey, Rhetoric of Economics, 36-37, 170.
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the public sphere. “Knowledge” is here understood as something moving and mal-
leable. Importantly, it is not defined in relation to truth: as long as some actors find
that a claim is relevant for understanding the world, it counts as knowledge."*

My main sources are major Swedish newspapers and governmental commit-
tee reports (SOU). Searching this material for the period 1965-2015, I was initially
able to identify about one hundred newspaper articles, as well as a few dozen re-
ports.15 From all these sources, I have also followed references to books, magazine
articles and other printed sources, which were subsequently also included in the
empirical study.

As mentioned above, my main focus is on the period 1968-1991: a time when
the Swedish postindustrialization process took the shape of a growing public sec-
tor, coupled with a growing sense of crisis for the welfare state due to the increas-
ing costs of maintaining it. Against this background, it is particularly interesting
to examine the appeal of “disease” as a metaphor. For additional context, I have
also decided to include a prelude on the 1950s and a postlude covering the period
of restructuring the Swedish welfare state, beginning with the financial crisis in
the early 1990s.

2 Prelude: Swedish Predecessors in the 1950s

Already in the mid-1950s, one decade before Baumol, a group of Swedish econo-
mists were discussing the long-term consequences of unbalanced growth. Ragnar
Bentzel, Jan Wallander and Erik H6ok all worked at the Swedish industry’s eco-
nomic research institute (IUI), which had just initiated a major study on trends in
Swedish consumption.'® Bentzel soon noticed a decline over time in the volume
of personal services consumed by households. He presented this as a curious side

14 For a general overview of the history of knowledge and the significance of circulation as a
concept for this field, see Johan Ostling, “Circulation, arenas, and the quest for public knowledge:
Historiographical currents and analytical frameworks,” History and Theory 59, no. 4 (2020):
111-126.

15 Both these newspapers and the SOU reports have been digitized by Sweden’s National Li-
brary. The search terms used included the name “Baumol,” “cost disease” [kostnadssjuka] and
other variants. As I identified key phrases and actors in the material, further searches were per-
formed in an attempt to also find implicit references to BCD. Some of the references to William
Baumol concerned other elements of his work unrelated to BCD.

16 Ragnar Bentzel, ed., Den privata konsumtionen i Sverige 1931-65 (Stockholm: Industriens
utredningsinstitut, 1957); Jan Wallander, Livet som det blev. En bankdirektor blir till (Stockholm:
Bonnier, 1997), 288-292.
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effect of rising material standards: if a service lags behind the average rate of
productivity growth, it will become increasingly expensive until it is priced out of
the market."”

In a 1956 lecture, Bentzel even illustrated this by means of a kind of science
fiction story. In a future Sweden, after a few hundred years of growth, society
will be incredibly affluent. Even a simple worker “will be able to afford to throw
away his private jet every time it runs out of gas, but he will not be able to afford
a domestic servant.”® Throwing things away instead of repairing them seemed
like a rational lifestyle in a world where goods become cheaper, while time re-
mained scarce and expensive. Jan Wallander appeared on Swedish television in
1961 to defend “slit-och-slang” [throwawayism] against its critics, whose argu-
ments he dismissed as just “a moral lag.” The notion that it is virtuous to patch up
and repair broken goods was, in his view, a relic from “a time when capital goods
were expensive and scarce, but cheap labor was plentiful.” This situation had
now been inverted, something which current morals had to adapt to. What is
wasteful, Wallander claimed, was not throwing away goods but to waste expen-
sive time on repairing them." The historical demise of personal services — later
to be known as the cost disease — was not yet pathologized but rather affirmed as
an inherent feature of modern life.

In his 1962 doctoral thesis, Erik H60k sought to explain the growth of the pub-
lic sector. To that end, he first presented a simplified model of a two-sector econ-
omy, in which only one sector may enjoy increased productivity over time. This is
exactly the same kind of model serving as the point of departure for BCD, as I
defined it in the introduction. However, H66k did not employ the medical meta-
phor of disease. He also was quick to point out why such a model in reality is too
static, as it ignores the possibility that a service might qualitatively change over
time. Interestingly, H66k even pointed to theatre as an example of such a mallea-
ble service.”” He most likely was not aware that on the other side of the Atlantic,
two colleagues had just initiated a large study focusing on precisely the econom-
ics of theatre.

17 Bentzel, Den privata konsumtionen, 11-12; Ragnar Bentzel, Samhdllsproblem vid ekonomisk ex-
pansion (Stockholm: Svenska bankféreningen, 1962).

18 Ragnar Bentzel, “Tendenser i var konsumtionsutveckling,” Vart Ekonomiska Lige (1956),
87-95.

19 Wallander, Livet som det blev, 288-292; Jan Wallander, “Skrotmakarna,” Svenska Dagbladet,
January 17, 1961; Orsi Husz, “The morality of quality: Assimilating material mass culture in twen-
tieth-century Sweden,” Journal of Modern European History 10, no. 2 (2012): 152-181.

20 Erik H60k, Den offentliga sektorns expansion: En studie av de offentliga civila utgifternas ut-
veckling dren 191358, diss. (Stockholm: Almqvist & Wiksell, 1962), 28-39.
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3 Across the Atlantic: The Pathologization
of Unbalanced Growth

Around 1960, William Baumol was commissioned by a think tank to study the eco-
nomic situation of the performing arts in the United States. His younger colleague
William Bowen was put in charge of the vast empirical groundwork. Over several
years, data was collected from a large number of theatre companies, opera
houses and philharmonic orchestras.”! The study resulted in a 600-page book,
published in 1966 with the title Performing Arts: The Economic Dilemma.? It re-
ceived a great deal of publicity, with front-page stories not only in major US news-
papers but even in the Soviet Pravda. Today, the book is seen as having founded
“cultural economics” as a distinct field of study.?

Baumol and Bowen were certainly not the first to apply economic analysis to
the arts, but the empirical scope of their study made it stand out. It also intro-
duced a potent trope: “Let us imagine an economy divided into two sectors, one
in which productivity is rising and another in which it is constant, the first pro-
ducing automobiles, and the second, performances of Haydn trios.”** The authors
made no claim that this model represented a theoretical innovation. On the con-
trary, they pointed out: “There is nothing new in these observations on the effects
of differential rates of productivity change on costs and prices.”® Baumol and
Bowen explicitly pointed to a 1959 paper by economists Anne and Tibor Scitovsky
discussing the same phenomenon of unbalanced productivity growth with regard
to its various political, cultural and psychological implications. The performing
arts were mentioned by the Scitovskys as one of several fields of human activity
where the need for public subsidies would only increase over time.?

21 William J. Baumol, “On the career of a microeconomist,” in Recollections of Eminent Econo-
mists: Volume 2, ed. Jan Allen Kregel (London: Palgrave Macmillan), 209-335.

22 Baumol & Bowen, Performing Arts.

23 David Throsby, “Economic circumstances of the performing artist: Baumol and Bowen thirty
years on,” Journal of Cultural Economics 20, no. 3 (1996): 225-240; Gregory Besharov, “The out-
break of the cost disease: Baumol and Bowen’s founding of cultural economics,” New Political
Economy 37, no. 3 (2005): 412-430; Bruno S. Frey & Andre Briviba, “Two types of cultural econom-
ics,” International Review of Economics 70, no. 1 (2023): 1-9.

24 Baumol & Bowen, Performing Arts, 167-168. The earliest version of this trope can be found in
William J. Baumol & William G. Bowen, “On the performing arts: The anatomy of their economic
problems,” The American Economic Review 55, no. 1-2 (1965): 495-502.

25 Baumol & Bowen, Performing Arts, 167; see also Baumol & Bowen, “On the performing arts,”
499.

26 Anne Scitovsky & Tibor Scitovsky, “What price economic progress?” Yale Review 49, no. 1
(1959): 95-110.
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So, while Baumol cannot be said to have made a new discovery, he picked up
an existing argument on differential productivity growth and gave it a simple and
powerful rhetorical structure. He postulated a binary model of an economy only
consisting of two sectors: one sector consisting of “the typical manufacturing indus-
try” and the other sector represented by live performances of a Schubert string
quartet. The latter was then said to be “technologically stagnant,”*’ thus destined
for a “perpetual crisis.”®® Indeed, Baumol and Bowen had intended to name their
book “The Permanent Crisis of the Arts” but were dissuaded by the sponsors of the
project who were afraid that the reference to “crisis” would sound too ominous.*

A year after the book was published in 1967, Baumol applied the same model
on a broader segment of the economy in a paper on “the anatomy of urban crisis.”
One sector was now defined as “technologically progressive” while the other was
defined as “nonprogressive” (i.e., what had previously been referred to as “stag-
nant”). In the first sector, “labor is primarily an instrument,” while in the other sec-
tor, “the labor is an end in itself,” meaning that “quality is judged directly in terms
of amount of labor” and that it is impossible to reduce the number of hours worked
without a degradation in quality.** Baumol noted that a lot of public services be-
long to this nonprogressive sector, including schools, hospitals and the police. Even
if the level of quality was to be kept constant, providing these services would be-
come increasingly expensive over time. According to Baumol, this could explain
much of the financial troubles already experienced by local governments in the US.
The conclusion was sobering, almost fatalist: “This is a trend for which no man and
no group should be blamed, for there is nothing that can be done to stop it.”*!

Commenting on this paper, economist Alice Vandermeulen coined the term
“Baumol’s disease,”** which William Baumol himself was quick to pick up.*® The
introduction of this metaphor amounted to a pathologization of unbalanced

27 Baumol & Bowen, Performing Arts, 164.

28 Baumol & Bowen, Performing Arts, 302.

29 William J. Baumol, “The permanent crisis of the arts,” transcript of a speech held at the Stock-
holm Concert Hall, printed in Konsertféreningen i Stockholm, “Styrelsens beréttelse for verksam-
hetsperioden 1 juli 1972 — 30 juni 1973” (volume B1, Konsertforeningens i Stockholm arkiv,
National Archives of Sweden).

30 We may here note that an additional feature of many personal services concerns the fact that
it is impossible to make a clear distinction between the quantity and the quality provided.

31 William J. Baumol, “Macroeconomics of unbalanced growth: The anatomy of urban crisis,”
The American Economic Review 57, no. 3 (1967): 415-426.

32 Alice Vandermeulen, “A remission from Baumol’s disease: Ways to publish more articles,”
Southern Economic Journal 35, no. 2 (1968): 189-191.

33 William J]. Baumol, “Macroeconomics of unbalanced growth: Comment,” The American Eco-
nomic Review 58, no. 4 (1968): 896-897.
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growth. The implicit suggestion was that a “healthy” economy could only be
achieved when productivity grows at an even rate everywhere. Naming it a “dis-
ease” also opened the door for recurrent discussions on the possibility of finding
a “cure,” regardless of the fact that Baumol himself believed that the cost disease
was chronic.

4 Economic Eschatology

William Baumol’s earliest publications on the cost disease were first presented to
a Swedish public in the middle of 1968. “Economic eschatology” was the title of a
rather unorthodox essay in the newspaper Svenska Dagbladet.>* It was written by
Staffan Burenstam Linder, an economist who only a few weeks later was to be
elected to the Swedish parliament for the right-wing Moderate Party. A decade
later, he would become minister of commerce.*®

Eschatology designates the part of theology focusing on the end, be it the end
of an individual life, the end of an era or the end of the world. Matters of salva-
tion and damnation are at the center of Christian eschatology. Accordingly, Lin-
der’s essay discussed the prospects for establishing an “economic heaven” on
earth.®® His proposal that economists should start asking the same kind of ques-
tions asked by theologians could be seen as prefiguring the twenty-first century
emergence of “economic theology” as a research field*” with “economic eschatol-
ogy” as a sub-field.*® Anyhow, the conclusion reached by Linder in 1968 was that
economic growth should not be understood as a path leading to “heaven” and
that economists need to start questioning growth: which problems it is actually
able to solve, which new problems it may cause and whether it is about to come
to an end.

34 Staffan Burenstam Linder, “Ekonomisk eskatologi,” Svenska Dagbladet, August 3, 1968.

35 Mats Lundahl, “Ekonomportrétt: Staffan Burenstam Linder — en fritdnkare,” Ekonomisk De-
batt 33, no. 3 (2005): 40-54.

36 Linder, “Ekonomisk eskatologi.”

37 In a useful review, Enrico Beltramini argues that economic theology is “a somewhat ill-
named field” defined differently by different scholars. It may either be framed “in terms of anal-
ogies and conceptual exchanges between the two fields of theology and economy” or as a philo-
sophical method for analyzing the liberal order and the deeper causes of its crisis. See “Economic
theology: Is economy a subfield of theology?” Ephemera 21, no. 3 (2021): 217-227.

38 Sigmund Wagner-Tsukamoto, “Eschatology and eschaton,” in The Routledge Handbook of Eco-
nomic Theology, ed. Stefan Schwarzkopf (Abingdon: Routledge, 2020), 28-35.



82 —— Rasmus Fleischer

Linder pointed at two specific limits to growth. The first limit was ecological:
finite natural resources. However, he also saw another finite resource, namely
“our time, our twenty-four hours per day.” The essay presented William Baumol’s
work as an important contribution for understanding the implications of “the ris-
ing price of time.”*® Linder did not only see this as affecting the production of
goods and services — from healthcare to the arts — but he also reflected on the
increasing lack of time to spend on consumption. In the sphere of leisure, the arts
also had to compete with a multitude of other activities that had become more
widely available thanks to the mass production of cheap goods.

For these reasons, Linder’s 1968 essay criticized the widespread notion of an
emerging “affluent society” and the idea that economic growth “brings us ever
closer to an economic heaven.” The essay ended with a recommendation to poli-
cymakers to focus less on economic indicators such as GDP and more on alterna-
tive measures of human well-being.*° It should be noted that this was still several
years before the critique of economic growth was popularized, and the concept of
“degrowth” was established in 1972.*! Not only was Linder early to formulate
such a critique, he also did so from a political perspective different from that of
many left-leaning degrowthers in the 1970s.

In fact, “Economic eschatology” reads like a synopsis of the hugely influential
book that Staffan Linder would go on to publish soon after: The Harried Leisure
Class (1970).** Here, he added numerous examples from everyday life so that any
reader was able to grasp his main thesis: as we get richer, we also get time poor.
In his extensive list of references, Linder presented this analysis as largely being
based on the work of two US-American economists: first Gary Becker’s household
economics followed by Baumol’s analysis of the cost disease.**

According to sociologist Jiri Zuzanek, The Harried Leisure Class represented
somewhat of a watershed in the public perception of leisure. The 1960s had been
filled with expectations regarding a coming “leisure society,” but in the 1970s, the
discussion instead started to focus on the lack of time.**

39 Linder, “Ekonomisk eskatologi.”

40 Linder, “Ekonomisk eskatologi.”

41 41 “Introduction: Degrowth,” in Degrowth: A Vocabulary for a New Era, eds. Giacomo D’Alisa,
Federico Demaria & Giorgios Kallis. (Abingdon: Routledge, 2014), 1-17.

42 Staffan Burenstam Linder, The Harried Leisure Class (New York: Columbia University Press,
1970). This book was originally written in English but first published in Swedish: Den rastiosa
vdlfdrdsmdnniskan: Tidsbrist i 6verflod — en ekonomisk studie (Stockholm: Bonnier, 1969).

43 Linder, Harried Leisure Class, 9, 45-46, 105-106, 157, 163-165, 168-171.

44 Still to this day, The Harried Leisure Class remains widely cited in sociology and business
management. For a sociological homage to Staffan Linder as a “cultural rather than economic”
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In 1970s Sweden, The Harried Leisure Class also helped popularizing the notion
of unbalanced growth as a key for understanding long-term social and cultural
change. As an example, art critic Ulf Hard af Segerstad wrote an essay in 1973 on
the decline of craft-based arts such as pottery and woodwork. He concluded that
“it’s an ever-increasing price for time, which inexorably displaces those activities
that require a lot of time.”*® This was written with reference to Linder, albeit with-
out mentioning Baumol, thus demonstrating how one piece of economic knowledge
could take on more than one form, circulating at the same time.

While Linder was heavily influenced by Baumol, he developed his own way
of presenting the matter, which mostly did not rely on the particular combination
of a model and a metaphor by which I have characterized BCD. At times, Linder
leaned toward an almost existentialist meditation on the finitude of individual
lives, citing being influenced by the novelist Aldous Huxley.*® Linder’s distinctive
interpretation of BCD would continue to fascinate readers for a long time, and
further examples are presented below in section 7.

5 William Baumol in Stockholm

William Baumol spent the fall of 1968 as a visiting researcher at the Stockholm
School of Economics. He returned to Stockholm for a longer stay in the early
1970s and became a personal friend of Swedish economists Bertil Ohlin, Erik
Lundberg and Assar Lindbeck.*’

During his years in Stockholm, Baumol wrote an additional three papers on
the cost disease, all printed in Swedish publications. The first one (together with
Mary I. Oates) was historical: “On the economics of the theater in renaissance
London”; in other words, a study of cultural economics before the onset of a seri-
ous cost disease. The economic conditions for performing arts were found to in
certain ways having been better at the time of Shakespeare — with its much lower
levels of productivity and wages — than in modern industrial society. The same
paper also included a brief discussion on The Harried Leisure Class, concluding
on a note very much in line with Linder’s critique of growth: “economic prosper-

theorist, see Hartmut Rosa & William E. Scheuerman, High-Speed Society: Social Acceleration,
Power and Modernity (University Park: Pennsylvania State University Press, 2009), 9, 85.

45 Ulf Hard af Segerstad, “Skall konsthantverket 6verleva?” Svenska Dagbladet, May 22, 1973.

46 Linder, Harried Leisure Class, 95-96, 145.

47 William J. Baumol, “Erik Lundberg, 1907-1987,” The Scandinavian Journal of Economics 92,
no. 1(1990): 1-9.
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ity does not automatically bring with it all the things that are usually taken to
contribute to the ‘quality of life’,” such as fine arts.*® The circulation of knowledge
clearly went both ways: first by Baumol influencing Linder, followed by Linder
influencing Baumol.

Baumol’s examination of the cost disease was broadened during his years in
Stockholm, and it seems probable that this broadening to some degree was influ-
enced by Linder. The next paper, which Baumol co-authored with W. E. Oates,
was titled “The cost disease of the personal services and the quality of life.” It was
published in 1972, both in English and Swedish, in the quarterly journal of a
major Swedish bank. This text was to become the most frequently cited publica-
tion in the 1970s Swedish reception of BCD.*® It has also been referenced by inter-
national scholars, but much less frequently.*

The core argument here was the same as in Baumol’s 1968 paper on “urban
crisis.” This time, however, the cost disease was discussed within a more sociologi-
cal framework and with a new emphasis on contingency. For each and every “non-
progressive” activity beset by the cost disease, Baumol and Oates identified four
possible ways forward. First, the activity may become an increasingly expensive
luxury for the few or disappear from the market altogether. Examples included do-
mestic servants, as well as certain crafts, such as making furniture by hand. Sec-
ond, there are cases in which the quality of a service will be “allowed to deteriorate
progressively.” This might mean larger classes in schools or shorter rehearsal peri-
ods in theatres. Third, a service profession may over time be replaced by unpaid
amateur activities, which has not been uncommon in the sphere of culture. An-
other example mentioned by Baumol and Oates was shaving: cheaper industrial
products have allowed people to shave themselves at home instead of visiting a
professional barber. Finally, the public may step in with sufficient subsidies to
maintain a given service at a constant quantity and quality, even if this will become
increasingly expensive.™

So even though Baumol and Oates saw “no real cure” for the cost disease,
they suggested that there were still different ways of addressing this. If society

48 Mary I. Oates & William J. Baumol, “On the economics of the theater in renaissance London,”
The Swedish Journal of Economics 74, no. 1 (1972): 136-160.

49 William J. Baumol & W. E. Oates, “The cost disease of the personal services and the quality of
life,” Skandinaviska Enskilda Banken Quarterly Review no. 2 (1972): 44-54. The journal, including
this paper, was also simultaneously published in a Swedish version.

50 Google Scholar includes about one hundred references to the paper by Baumol and Oates,
mostly from the twenty-first century. It is worth noting, however, that this paper has never been
republished and is still absent from all digital research repositories.

51 Baumol & Oates, “Cost disease,” 49; cf. Baumol, “Macroeconomics of unbalanced growth,” 422.
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could only realize the long-term dynamics at play, it would still be possible to
choose between different political visions. This conclusion appears far less fatalis-
tic than the emphasis on “permanent crisis” in Baumol’s previous writing on the
cost disease.”

As soon as this paper by Baumol and Oates had been published, each of the
two morning newspapers in Stockholm dedicated a full editorial to discuss its po-
litical implications. According to the right-wing Svenska Dagbladet, Baumol and
Oates had written “a powerful plea for granting the public sector more resour-
ces.” Likewise, liberal Dagens Nyheter argued that it had proven that in an ad-
vanced economy, “a growing public sector is a natural feature.” Both newspapers
described the argument presented by Baumol and Oates as undisputable in itself.
We must learn to accept the rising cost of maintaining a welfare state, Svenska
Dagbladet argued, but the solution must not be to raise taxes, but rather to accel-
erate economic growth in order to increase the tax base. If, however, this was
still not sufficient, the last resort should be to start charging fees for the use of
healthcare and other public services. Dagens Nyheter did not go this far but con-
cluded that “it will become necessary for politicians to draw a limit as to which
services will be provided by the public sector.”* (Here, it may be noted that ten
years prior, Dagens Nyheter had presented an identical argument, also in relation
to the long-term consequences of unbalanced productivity growth — but this time
with reference to Bentzel, not Baumol.>%)

These examples show how a liberal critique of the Swedish welfare state
could be articulated by reference to BCD. However, this critique differed funda-
mentally from the neoliberal rejection of the welfare state as such represented by
thinkers such as Friedrich Hayek, who in 1974, to many people’s great surprise,
was awarded the Nobel Memorial Prize in Economics. (Someone who had played
a decisive role in the choice of Hayek was the chairman of the prize committee,
Assar Lindbeck, who at the time had a close personal relationship with William
Baumol, as mentioned above.>)

The Hayekian critique of the welfare state argued that central planning
posed a danger to individual freedom. Instead of public welfare, this critique pro-

52 Baumol & Oates, “Cost disease,” 52-54.

53 “H Gabler och G Strdng,” Dagens Nyheter, July 16, 1972; “Tjanstesektorn,” Svenska Dagbladet,
August 1, 1972.

54 “Brigitte Bardots like?” Dagens Nyheter, October 30, 1962; cf. Bentzel, “Samhéllsproblem,”
10-11.

55 Avner Offer & Gabriel Soderberg, The Nobel Factor: The Prize in Economics, Social Democracy,
and the Market Turn (Princeton: Princeton University Press, 2016), 174-188.
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moted the principle of individual consumer sovereignty.* But it was not until the
late 1970s that this type of neoliberal critique truly started to take hold in Swedish
debates.””’

In the early 1970s, “Baumolian” critique was much more modest. It did not
claim that the postwar expansion of the welfare state had been a mistake, nor did
it openly call for dismantling it. The liberal opinionmakers quoted above simply
argued that due to rising relative costs, the existing welfare state could only be
maintained if it did not expand into additional areas. The public sector could only
take responsibility for some victims of the cost disease (i.e., only provide the most
necessary personal services). After all, what Baumol and Oates had demonstrated
in their 1972 paper was that public subsidies were just one of several possible
ways of managing BCD.

6 Baumol and Swedish Cultural Policy

William Baumol’s time in Stockholm happened to coincide with the Swedish pro-
cess of developing a much more ambitious cultural policy. An expert committee
appointed by the government began its work in early 1969. Its final report, deliv-
ered in 1972, mapped out the need for subsidies in the different arts. On the basis
of this, a new set of cultural policies were enacted in 1974.%®

According to a newspaper report, William Baumol was engaged as a “consul-
tant” by this committee,*® but it remains unclear which actual contributions he
might have made. The final committee report briefly referred to Performing Arts:
The Economic Dilemma but without explicitly discussing the cost disease.®® In-
deed, it is worth noting that at the very beginning, Sweden’s new system for cul-

56 Niklas Olsen, The Sovereign Consumer: A New Intellectual History of Neoliberalism (Cham: Pal-
grave Macmillan, 2019).

57 Jenny Andersson, “The Freedom Front and the welfare state counter revolution,” Journal of
Political Ideologies 28, no. 3 (2023): 1-21.

58 Statens kulturrad, “Ny kulturpolitik: 1. Nuldge och férslag,” Swedish Government Official Re-
port SOU 1972:66; Tobias Harding, “Nationalising culture: The reorganisation of national culture
in Swedish cultural policy 1970-2002” (Diss., Linkdping University, 2007), 111-155; My Klockar Lin-
der, “Kulturpolitik: Formeringen av en modern kategori” (Diss., Uppsala University, 2014),
101-107, 131-149.

59 Sigvard Hammar, “Kulturens penningkris — kan bara botas politiskt,” Dagens Nyheter, Febru-
ary 27,1973.

60 Statens kulturrad, “Ny kulturpolitik,” 499.
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tural subsidies was not presented as a remedy for problems caused by unbal-
anced productivity.

However, this would change within a few years, and Baumol would be canon-
ized in the context of Swedish cultural policy. Subsequent committee reports ad-
dressing public support for film, theatre and orchestras all emphasized the cost
disease as a key concept for understanding the need for public subsidies.®

In early 1973, the Stockholm Concert Hall opened its doors once again after
several years of renovations. A seminar on cultural economics was organized as
part of the opening celebrations with William Baumol giving a keynote speech
titled “The permanent crisis of the arts.”®® In front of the king of Sweden and the
cultural elite, Baumol first emphasized that he only spoke as a simple economist,
without any aesthetic expertise, yet he also recommended a recent article in Dag-
ens Nyheter for its “beautiful discussion” regarding the value of opera as an art
form.%® He then proceeded to present the fundamental dynamics of the cost dis-
ease and why the artists should not be blamed for the rising costs of art. Baumol
mentioned that as an economist, he could “be dependent upon to advocate the
use of the market mechanism” but also acknowledged that there was a limit in
terms of what the market could achieve, thus also a need for public subsidies for
the arts. The final sentence in Baumol’s speech was to be quoted frequently by
Swedish commentators: “The crisis of the arts is permanent, but there is no rea-
son for that crisis to be allowed to destroy the arts.”®*

Journalists with some surprise reported from this seminar that the US-Ameri-
can expert on cultural economics proved to be an optimist, after all. The message
was that in a growing economy, there will always be enough money available for
supporting the arts.® Dagens Nyheter quoted Baumol as saying: “The problem is
not economic, but political.”®

61 “Samhallet och filmen: 4. Sluthetdnkande,” Swedish Government Official Report SOU 1973:53,
154; “Teaterkostnadsutredningen. Teaterns kostnadsutveckling 1975-1990 med sérskilda studier
av Operan, Dramaten och Riksteatern,” Swedish Government Official Report SOU 1991:71,
137-142; “Den professionella orkestermusiken i Sverige,” Swedish Government Official Report
SOU 2006:34, 59-60.

62 Baumol, “Permanent crisis.”

63 “Opera — varfor?” Dagens Nyheter, January 19, 1973. Baumol’s reference to this article indi-
cates that he at around this time was probably also well-aware of how his own writings were
received by Swedish columnists.

64 Baumol, “Permanent crisis.”

65 “Kulturen — vad kostar den?” Expressen, December 12, 1972; Leif Aare, “Konsertféreningen
firar,” Dagens Nyheter, January 1, 1973.

66 Sigvard Hammar, “Kulturens penningkris — kan bara botas politiskt,” Dagens Nyheter, Febru-
ary 27,1973.
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Nils Wallin, a musicologist and director of the Stockholm Concert Hall, would
publish several essays stressing the significance of BCD for realizing the need for
generous public funding for the arts.’” Two or three decades later, the same kind
of argument, with reference to William Baumol, would still be commonplace in
debates on Swedish cultural policy. The bottom line of Baumol’s keynote speech
was repeatedly quoted by cultural commentators as a slogan in favor of heavy
subsidies for cultural activities.®® In other words, what would echo in discussions
on cultural policies was a relatively optimistic interpretation of BCD.

7 The Utopia of Amateurism

Responding to the critique of the Swedish welfare state, some thinkers were ap-
parently attracted to the notion of finding an alternative third way, beyond both
state and market. In the 1980s, such visions were thriving in the vicinity of the
newly founded Green Party and were articulated in reference to a particular in-
terpretation of BCD.

A leading intellectual in this context was Lars Ingelstam, a mathematics pro-
fessor and social democrat, who in 1973 had become the first director of Sweden’s
new Secretariat for Futures Studies. Historians have recently highlighted the con-
flicts surrounding the establishment of futures studies as a field in both Sweden
and elsewhere. Leftists such as Ingelstam objected to the concept of technocratic
forecasting, instead envisioning a kind of public science seeking to present a plu-
rality of alternative futures and thus inviting democratic dialogues.®’

67 Nils Wallin, “Konserthuset i konkurs?” Svenska Dagbladet, January 14, 1975; Nils Wallin, “Bau-
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musikforskning no. 1 (1980): 7-39.

68 Mikael Stromberg, “Konsten att (inte) bygga ett konserthus,” Aftonbladet, October 10, 1995; In-
grid Elam, “Barnvagnar och principer,” Goteborgs-Posten, May 11, 1997; Mikael Stromberg, “Det
stora bla,” Aftonbladet, January 21, 1998; Tobias Nielsén, “Vem pinar fiolen?” Expressen, May 19,
2000; Mikael Stromberg, “Fattigmansrapporten,” Aftonbladet, November 11, 2003.
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studies, 1967-1972,” International Review of Social History 51, no. 2 (2006): 277-295; Jenny Ander-
sson & David Larsson Heidenblad, “Thinking the human system: The application of humanities
and social science reasoning to societal problems,” in The Humanities and the Modern Politics of
Knowledge: The Impact and Organization of the Humanities in Sweden, 1850-2020, eds. Anders
Ekstrém & Hampus Osth Gustafsson (Amsterdam: Amsterdam University Press, 2022), 207-230;
Karl Haikola, “Framtidens fragmentering: Sekretariatet fér framtidsstudier och vélfardssamhal-
lets dilemman under det ldnga 1970-talet” (Diss., Lund University, 2023).
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Ingelstam would during his years as director of the Secretariat become re-
nowned for his radical proposals, such as reducing the consumption of meat and
banning private cars in cities. In 1980, he left the Secretariat after the liberal gov-
ernment had decided to reorganize it. He spent the 1980s at Linkoping University
as a professor of technology and social change. Here, he also developed an alter-
native reading of BCS.

Ingelstam identified a great paradox in industrial society: in the long run, no
abundance of material goods can pay for essential services like culture, education
and healthcare. However, he found no reason for pessimism in this predicament:
“Assuming that we want a future economy that accommodates human services
and humanistic values, there must be a way to trick the market and put reason
above the economic ‘laws’. I see great opportunities in organized cooperation out-
side of the monetary economy, cooperation, self-management, perhaps commu-
nity service.””

In other words, Ingelstam’s preferred solution to BCD would be to gradually
phase out the monetary economy. The future for many of the diseased services
would be as unpaid amateur activities. After all, amateurization had been one of
the four alternative pathways highlighted by Bauol and Oates in 1972. Ingelstam
drew further inspiration from social scientists such as Jifi Skolka and Jonathan
Gershuny, who in the 1970s put forth ideas of an emerging “self-service society.””*
While these ideas had focused on ongoing changes in the everyday life of private
households, Ingelstam took them further when he proposed the partial amateuri-
zation of culture, education and healthcare. To make this possible, he emphasized
that it was necessary to reduce the volume of wage labor, starting with the intro-
duction of a 6-hour working day. Some of the responsibilities of the welfare state
could then be transferred to what he referred to as “the informal sector.”

Economic historian Aaron Benanav has traced how this concept was estab-
lished in the 1970s. The International Labor Organization played a decisive role
here, whose definition of the informal sector included “both workers with insuffi-
cient employment and employers with profit-making enterprises.”’* For Ingel-
stam, however, informality had different connotations. His primary interest was

70 Lars Ingelstam, “Varfor har vi inte rad med tjanster?” Stockholms-Tidningen, June 2, 1982.
Bold style has here been changed into italics.

71 Jiri Skolka, “The substitution of self-service activities for marketed services,” Review of Income
and Wealth 22, no. 4 (1976): 297-304; Jonathan Gershuny, After Industrial Society? The Emerging
Self-Service Economy (London: Macmillan, 1978); Lars Ingelstam, Arbetets vdrde och tidens bruk:
En framtidsstudie (Stockholm: Liber, 1980).

72 Aaron Benanav, “The origins of informality: The ILO at the limit of the concept of unemploy-
ment,” Journal of Global History 14, no. 1 (2019): 107-125.
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in forms of collaboration and exchange occurring without any money changing
hands. The informal sector, in his view, already included things such as childcare
cooperatives and various forms of charity work. It just needed to be scaled up to
unlock its great potential.

In addition, Ingelstam also proposed a more formalized system of mandatory
community service: every member of society should be obliged to work for a cer-
tain time in “childcare, elderly care, the simpler forms of healthcare, food produc-
tion and many other activities.””* Organized by the state, this would amount to a
form of taxation in kind. Instead of raising the tax rate on monetary incomes,
every citizen was to contribute equally by working the same number of hours for
the common good. This is how the proposal was presented by Ingelstam’s close
associate Christer Sanne, who in the late 1980s became another public advocate
of degrowth.” Just like Linder before them, they developed their own set of anal-
ogies used to explain the implications of uneven growth. In most of the articles I
have found, they are not quoted as explicitly referring to William Baumol or to
the metaphor of a disease; in fact, the centrality of BCD for these visions is more
apparent in their books.”

Particularly in 1980-81, Lars Ingelstam seemed to appear everywhere in the
media, presenting his vision of a growing informal economy. To many columnists
at the time, this at least seemed like an interesting third way, transcending the
old divide between left and right — as far away from socialism as from free-
market liberalism.” (Whether this was an accurate description of Ingelstam’s po-
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1994, no 10.
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ber 3, 1980; Bernicus, “Svepet,” Goteborgs-Posten, November 9, 1980; Christian Swalander, “Visst
finns det en framtid for den svenska ekonomin,” GT, February 2, 1981; Karl Erik Lagerlof, “Infor-
mell ekonomi och ekonomisk demokrati. Fatta sitt liv,” Dagens Nyheter, April 22, 1981; Bjorn
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litical vision is another question.) After the Social Democrats returned to power
in 1983, it was even reported that the new deputy prime minister, Ingvar Carls-
son, found inspiration in Ingelstam’s reassessment of the informal economy.”’

“The new Swedish model” was the title of a 1986 programmatic article by Ingel-
stam published in the more theoretical journal of the Social Democratic Party.’®
However, his model for degrowth, described by some as “lingonberry-picking so-
cialism,” apparently did not receive any significant reactions from the Social Demo-
crats.”® There was greater enthusiasm in the Green Party, which had been founded
in 1981 and shared Ingelstam’s critique of economic growth.®® Interviewed by the
Green Party’s journal, Ingelstam argued — without mentioning Baumol’s name —
that in the formal, monetary economy, “goods become cheaper while services be-
come expensive.” For this reason, “economic reason speaks for the further develop-
ment of the informal sector.” Relying on unpaid amateurs would not only provide
welfare services at a low cost but also “restore the collective sense of life.”®" After
the Green Party was first elected to the Swedish parliament in 1988, Ingelstam was
reported to serve as their informal advisor.**

One of the early ideologues in the Green Party, Birger Schlaug, has indicated
in retrospect that his political evolution was deeply shaped both by Ingelstam
and by Linder’s The Harried Leisure Class.®* Schlaug also writes that during his
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many years as a Green Party spokesperson, he struggled to make people under-
stand the real significance of BCD. In this reading, William Baumol was primarily
an important critic of economic growth.®

8 Postlude: The Reception of BCD since the 1990s

Sweden entered a deep economic crisis in the early 1990s, and the Social Demo-
crats lost the 1991 elections. This marks a shift in the Swedish reception of BCD.
The idea of degrowth as a solution to the cost disease, which had been circulating
in the 1980s, was soon marginalized. On the other hand, BCD ended up becoming
more frequently used by mainstream economists to explain the fiscal crisis of the
welfare state. Throughout the 1990s and early 2000s, the Baumolian analogy of a
string quartet was commonly referenced in Swedish discussions on the cost of
public services. However, a closer look reveals a subtle change in how the cost
disease was articulated as a problem.

The focus was no longer on unbalanced growth (i.e., the relative difference in
productivity growth between sectors). Instead, most references to BCD served to
problematize low growth in absolute and aggregate terms. BCD had previously
often been presented as a “paradoxical” phenomenon characteristic of a rapidly
growing economy. Now, it was rather used to explain overall stagnation.®

The period 2002-2006 stands out as one of exceptionally high concern regard-
ing BCD among Swedish opinionmakers. In various reports, economists specu-
lated that municipal tax rates might have to double in the future as a result of
both BCD and an aging population.®® During these years, Baumol’s old example of
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a string quartet was frequently invoked in the Swedish press, mostly to support a
right-wing critique of the Social Democratic government. Liberal opinionmakers
typically concluded that due to BCD, citizens must over time accept a form of ac-
cess to healthcare that is less equal in a more privatized system.?” According to
the above-mentioned economist Assar Lindbeck, such a dismantling of the wel-
fare state should not be understood as an ideological choice but as a necessity
following from “fundamental economic mechanisms, such as Baumol’s Law.”%®

In the 2006 elections, the Social Democratic government lost to a liberal/con-
servative alliance. From that point and onwards, references to BCD in the Swed-
ish press suddenly became much less frequent.

9 Concluding Remarks

The Swedish reception of Baumol’s cost disease demonstrates the significance of
rhetorical devices in the circulation of economic knowledge and how the same
rhetorical device could be used in support of vastly different political agendas.
What the different uses have in common is the articulation of some sense of cri-
sis, one which does not strike suddenly but rather constitutes a long-term process
that will force society, or some parts thereof, to rethink the conventional way of
organizing the economy.

For some commentators, BCD appeared as the key for presenting a radical
critique of economic growth. Others arrived at the opposite conclusion: that eco-
nomic growth must accelerate in those sectors where growth is possible to enable
a redistribution of resources to the diseased sectors. In relation to cultural policy,
appealing to the authority of Baumol is routinely done when arguing for a strong
and expansive public funding of the arts. In the wider context of the future of
welfare services, however, BCD has mostly been referenced by those arguing that
the public sector must reduce its responsibilities.

The fact that we can identify a plurality of “politics of the cost disease” should
not come as a surprise, considering that the rhetorical device in question depends
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on an economic model in which activities with highly different characteristics are
lumped together as “the nonprogressive sector.” Just because theatre, childcare
and policing might all lag behind the average rate of productivity growth in in-
dustrial sectors, there are few who would seriously argue that there must be one
singular solution to the cost disease that is applicable in all cases.

It may here be worth remembering that William Baumol already in 1967 dis-
cussed the severe consequences of the cost disease for the police. Nevertheless, I
have not found a single explicit reference to policing in the Swedish reception of
BCD. The application of this concept was in practice rather limited to, on the one
hand, culture and the arts and, on the other, healthcare and other forms of care
provided by the public sector. We have also seen examples of an almost existen-
tial reinterpretation, pioneered by Staffan Burenstam Linder, focusing on the
lack of time in everyday life and why this problem cannot be solved by economic
growth. All this should also be considered against the background of Ggsta Esp-
ing-Andersen’s conclusion that in the period under consideration, the Swedish
labor market became increasingly segregated by gender, as most new jobs went
to women working in the public sector with precisely those services at the center
of most discussions on BCD. Hence, it is truly remarkable that explicit references
to gender were all but absent in the material studied here. This might obviously
have to do with the fact that the circulation of economic knowledge, in this case
as well as in many others, was mostly a male affair. It should be highlighted that
BCD was not a discovery made individually by William Baumol - the intellectual
contributors included several female US-American economists: Anne Scitovsky,
Alice Vandermeulen and Mary I. Oates. But as BCD was established as a concept,
named after William Baumol, its further circulation in Sweden was driven by
men, many of whom were not economists themselves while often appealing to
the authority of the famous US-American economist.

It is possible to distinguish between at least three kinds of policies proposed
as a response to the cost disease. Furthermore, these correspond to the list of pos-
sible outcomes presented by William Baumol and Mary I. Oates in 1972. The first
kind of policy is redistribution: the state takes on the responsibility for subsidizing
certain services so that these can still be offered for the benefit of the public. This
argument tends to be based on a relatively optimistic prognosis for long-term eco-
nomic growth, assuming that there will always be enough money to redistribute
by means of taxation. The reference to BCD as an argument for public subsidies
has been particularly common in the context of cultural policy.

I propose the term austerity for the second kind of cost disease policy. It has
mostly been articulated as a critique of the welfare state. Baumol’s cost disease is
here used to argue that in a near future, it may be necessary to cut down on the
public provision of services such as healthcare, either by charging the individuals
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using the services or by allowing the quality of services to deteriorate. Thus, BCD
could open the way for a moderate critique of the Swedish welfare state, which
has differed considerably from the principled rejection of the welfare state as a
whole associated with neoliberal thinkers such as Friedrich Hayek.

Degrowth is the third kind of policy which, mostly during the 1980s, was pre-
sented as a solution to the cost disease. This agenda included some utopian fea-
tures and was defined by the affirmation of amateur activities as valuable to
society, the reduction of working hours and the consolidation of a non-monetary
“informal sector.”

Advocates of each of these three programs have, as I have demonstrated, all
expressed that the “cost disease” is a long-term process that should be more widely
recognized. In each case, they have also been fond of reusing William Baumol’s
classical analogy of a string quartet that simply cannot play any faster. This indi-
cates that as a rhetorical device, BCD is able to do something that perhaps could
not be done without invoking the metaphor of “disease” or without the appeal to
Baumol’s authority as an economist. As we have seen, the long-term consequences
of unbalanced productivity growth had been analyzed by other prominent econo-
mists prior to Baumol, including some Swedish economists whose observations cir-
culated among a wide public in the 1950s — but without a rhetoric of social crisis. It
seems like the pathologization of unbalanced growth was crucial for making BCD
such an attractive (and flexible) rhetorical device ever since the late 1960s.

Possibly, it could even be fruitful to follow the theological intuition of Staffan
Burenstam Linder and consider how BCD helped articulate a kind of secular “es-
chatology” otherwise excluded from the discipline of economics.

After all — as Susan Sontag analyzed in her essay Illness as Metaphor — there
is a long tradition in political philosophy of talking about diseases, which are
sometimes to be treated, sometimes to be violently attacked. “Disease equals
death,” according to Sontag.*® This may or may not be the case with the political
uses of Baumol’s cost disease. However, the metaphor of disease has definitely
been attractive for commentators wishing to direct people’s attention away from
short-term indicators and toward the more fundamental trajectory of long-term
change in capitalist modernity.

89 Susan Sontag, Illness as Metaphor (New York: Farrar, Straus and Giroux, 1978), 78, 81.
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