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Table 2 The combinations of various leverage models 

OIR 

OIR -.02 

BUR -.02 

POL .12 

VOL .32 

CLI .39 

LAB .39 

MEO -.02 

DIA = Direct channel 
BUR = Bureaucracy channel 
POL = Party channel 
VOL = Voluntary channel 

BUR 

.23 

-.01 

.18 

.46 

.56 

-.01 

POL VOL CLI 

-.01 

.12 .18 

.32 .46 .46 

.39 .53 .73 

-.02 .12 .32 

CLI = Clientile channel 
LAB = Labor union channel 
MEO = Media channel 
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LAB MEO 

.56 

.32 -.01 

fact, that in the bottom-up budgetary process, administrative agents always ne­
gotiate with the representatives of the service agencies before introducing a 
budget proposal or a cutback plan. The combinations of two theoretical models 
are the results of the Boolean addition between two models. The resulting matri­
ces were then correlated with the observed data matrix. 

We can see that as single models (combined only with the bureaucratic model) 
the clientile and labor models seem to have the highest correlations with the 
Rivertown data. This implicates a relatively central brokerage position of these 
organizations in the SHS cutback process, whereas the media as well as the party 
channels seem to play only a minor role in service agencies' attempts to gain in­
fluence over cutback decisions. The central role of the labor organizations and the 
clientele groups can be seen in the combination of these two. The correlation co­
efficient between the joint labor-clientele model and the Rivertown network data 
is .73, which shows the corporatist-clientelist structure of the Rivertown cutback 
decision-making. The second highest correlation resulted from the labor­
voluntary combination. This is quite natural because the voluntary organizations 
in a way represent the client interest as well. Other correlations outside the labor­
clientele axis remain significantly low. 

Table 2 only gave an overall picture of the structure of the political communica­
tion network in the SHS. It did not, however, say anything about how different 
service agencies use these leverage channels. In the Rivertown case, the differ­
ences of the indirect leverage power between various service agencies were, 



Uusikylii: The Politics of Cutback Management 25 

however, quite remarkable. There was a number of agencies that could not gain 
any access to the political arena and, conversely, there were other agencies that 
could use various channels together in order to secure the maximal bargaining 
power. It is at this juncture that we can now turn our attention to the differences 
between single SHS organizations in the Rivertown survival network. 

4.3 The clusters of equivalent agencies 

In order to discover and analyze the contact channels between public service 
agencies and external brokers, the original data matrix has to be restructured. 
Thus, the original 124 x 124 matrix will be transformed into a 24 x 84 matrix in 
which all the service agencies are located on the rows and all the potential inter­
mediating organizations on the columns. Following this procedure, all the inter­
mediating organizations are blocked according to their functional role, so that all 
the labor unions are grouped into one block, all the voluntary organizations into 
another and so forth. This procedure results in a new 24 x 8 affiliation matrix9, 

where the row vector represents organizations' contacts to the external brokers. 
We are now in a positon to examine the number of actors that are affiliated with 
each pair of intermediating external brokers. To study the overlap of these con­
tact channels one should perhaps compare the columns of this affiliation matrix. 
Two intermediating organizations that have similar ties to the agency A will have 
ones in the same rows. We therefore need to transform the affiliation back into a 
one-mode network matrix. This procedure results in a 24 x 24 co-membership 
matrix, which is a symmetric and valued sociomatrix, indicating the number of 
influence channels jointly occupied by each pair of actors10• By submitting this 
matrix to the block model analysis, three basic blocks could be discerned in the 
utilization of alternative contact channels by the Rivertown service agencies. 

9 This kind of two-mode network has also been called a ,,membership" network 
(Breiger 1974), a ,,hypemetwork" (McPherson 1982) or ,,involvement relation data" 
(Freeman/White 1993). 

10 In this matrix the values on the diagonal are meaningful because the diagonal en­
tries count the total number of channels used by each actor. 
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Table 3 Organizational blocks in the SHS-network 

BLOCK I BLOCK II BLOCK Ill 
Agencies Agencies with Agencies 
with no multiple with sporadic 
ties ties ties 

1 1 2 1 1 1 2 1 1 2 2 1 1 1 2 
4 2 3 1 8 3 1 9 9 3 8 2 0 5 7 4 1 0 6 7 4 2 5 6 

4 A61 
2 A41 
3 A42 

11 ASl 
18 A71 
23 A54 

1 A31 2 2 2 2 1 2 2 2 1 1 1 1 1 1 1 1 
19 A13 2 2 2 3 1 2 3 2 3 1 1 1 1 2 1 1 2 

9 A22 2 2 3 4 2 2 3 3 2 2 1 1 1 1 1 1 
13 A24 2 2 3 3 2 2 3 3 2 2 1 1 1 1 2 1 

8 A21 2 3 4 3 3 2 3 4 3 2 1 1 1 1 1 1 2 
12 A23 1 1 2 2 3 1 2 3 1 1 
20 A32 2 2 2 2 2 1 2 2 1 1 1 1 1 1 1 1 
15 A12 2 3 3 3 3 2 2 3 3 2 1 1 1 2 1 1 
17 A3 5 2 2 3 3 4 3 2 3 2 2 1 1 1 1 1 1 
24 A14 1 3 2 2 3 1 1 3 2 2 1 1 1 2 1 1 2 
21 A82 1 1 2 2 2 1 1 2 2 2 1 1 1 1 1 1 
10 A81 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
16 A52 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

7 A44 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
14 All 1 2 1 1 1 12121111 1 1 
22 A53 1 1 1 2 1 1 1 1 1 1 1 1 1 1 

5 A62 1 1 1 1 
6 A43 1 2 1 1 2 1 1 1 2 1 1 1 1 1 1 1 

A 11-A 14 = Health care canters and hospitals 
A21-A25 = Day care canters 
A31 -A32 = Homes and institutions for the elderly 
A41-A44 = Institutions for the disabled 
A51-A54 = A-clinics 
A61-A62 = Foster homes 
A71 -A71 =Working center for the disabled 
A81-A82 =Family counseling canters 

Table 3 represents the results of the block model analysis11 and indicates a rela­
tively polarized structure of the organizational communication network. Two 

11 The block modelling was performed by using the CONCOR algorithm. CONCOR 
(CONvergence of iterated CORrelations) is a correlation - based blocking technique, 
which calculates the correlations between all pairs of cases in the adjacency matrix. 
The result of this first step is a square case-by-case correlation matrix. The second 
step involves the use of a clustering procedure to group the cases into structurally 
equivalent ones (Scott 1991, 134). 
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organizations are structurally equivalent if they have identical ties to all the other 
points in the graph (Scott 1991, 143).12 

Three basic blocks of organizations were found in the block modelling analysis. 
Block number one consists of agencies without any ties to the political arena. 
These agencies are the social work units operating with the alcoholics, orphan 
children and the mentally disabled. It seems that these units either do not want to 
have or cannot have external support from their interest groups. As far as the 
clients of these organizations are concerned, the latter reason seems more prob­
able since the clients belong to marginal groups with relatively little political 
power and are themselves in need of protection and support. In all, this means 
that the service agencies belonging to this category have a relatively low buffer­
ing capacity on the political dimension (see Table 2). The only channel through 
which they can represent their interests is the administrative hierarchy. The 
situation is the worst for the clinics for the alcoholics and thesheltered workshops 
for the handicapped because they also lack the institutional protection. There is 
no binding legislation behind these services, and the staff of these units (mainly 
social workers) have a relatively low professional status. Therefore we consider 
them the most vulnerable agencies in the Rivertown cutback game. 

The organizations in the second group have multiple channels to represent their 
interests in the political arena. The numbers inside the block represent the over­
lapping influence channels between different service agencies. For example or­
ganization A31 in the second block has two brokerage channels in common with 
the organization A13 in the same block but shares only one joint channel with 
A23 and so on. The block of units with the multiple overlapping channels consists 
mostly of the health care clinics and kindergartens as well as the homes for the 
elderly. These organizations produce typical middle-class services, which tend to 
enjoy considerable public support in the community. The clients of these particu­
lar agencies also have a relatively strong resource mobilization potential and a 
political appeal to politicians. As a result, these service agencies have also re­
ceived relatively high media attention to their 'political requests'. The health care 
clinics and kindergartens could therefore be identified as impervious organiza­
tions in our case. The high institutional protection for the health care units is 
mainly due to the high level of technology and high capital investment found in 
their services combined with the large public support and high professional 

12 By identical is meant, not only that the ego networks contain the same intermediat­
ing organizations, but also that they also contain the same relationships between 
them in consequence (cf. Borgatti/Everett 1992, 6). Structurally equivalent actors in 
f:D.e strong sense are those whose points are separated by zero distance. This, how­
ever, is often too strict a criterion for the most of the real data. Therefore, we shall 
also discuss the actors' equivalent positions in a weak sense. 
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status of their staff. Kindergartens on in the other hand receive their institutional 
protection from binding legislation13 combined with large public support. 

The third group consists of organizations with only one or two overlapping in­
fluence channels. Organizations belonging to this block represent partly the same 
service programs as the ones in the group with no links. The homes for the eld­
erly as well as the family counseling centers fall into the category of political or­
ganizations which have relatively strong bargaining position but lack the institu­
tional protection mechanisms. Both of the services in Finland belong to the cate­
gory of partly additional programs, which means that the level of these services 
depends on the will and resources of municipalities to provide them. In practical 
terms, this also means that these agencies are obliged to appeal to politicians and 
members of the community in order to retain the existing level of their services. 
The institutions for the disabled and foster homes conversely have a relatively 
weak position in the survival network. These agencies have only sporadic links to 
the political decision-makers, though they do enjoy relatively strong institutional 
protection through the legislation and central government funded programs. 
Therefore these agencies can be categorized as turtle organizations in the River­
town survival network14. 

4.4 The outcome of the process 

After lengthy and hot-tempered debate the Rivertown Board of Health and Social 
Affairs came up with a list of concrete cutback targets. These cuts included some 
overall targets such as prohibition to expand the level of staff in both subsectors 
(that is in social services and health care), a plan to cut the labor costs of the part­
time workers and another to cut the appropriation for the staff training. There 
were also specific targets such as the proposal to cut the additional payment of 
the home care services for the elderly and disabled, to cut the purchasing services 
for the alcoholics, to withdraw the grants for the voluntary organizations and to 
close down the part-time playground-attendant service program. The fiscal ef­
fects of these individual cutback targets varied from FIM 100 OOO (closing some of 

13 There is an entitlement legislation in Finland that guarantees a day care service for 
every child under the age of three years. Every municipality is therefore compelled 
to provide services of this kind. 

14 Institutions for the disabled are protected by an entitlement program while foster 
homes are financed mostly by central government grants and serve several munici­
palities at the same time. 
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Table 4 The outcomes of the SHS cutback decisions 

Organizations Financial lmple- Core vs. External support (mainly) 
outcome mentation non-core 

ratio targets 

IMPERVIOUS 44 

Health care centers -3.4 50 Non-core No 

Day care centers -2.7 42 Non-core Unions, clients, voluntary 
organizations 

TURTLE 50 

Inst. for the disabled -4.3 50 Non-core Voluntary organizations 

Foster homes -2.5 50 Core Voluntary organizations 

POLITICAL 75 

Homes for the aged + 1.2 67 Non-core Unions, parties 

Family counselling -2.6 100 Non-core No 

VULNERABLE 100 

Clinics for the 
alcoholics -18.2 100 Core No 

Workshops for the 
handicapped -5.6 100 Core No 

the holiday recreation programs) to FIM 35 million (rationalizing the health care 
services by directing the patients to the municipal hospitals). 

Table 4 represents the outcome of the SHS cutback policies. The first column of 
the table shows the cutbacks as a percentage targeted to different subsectors of 
the SHS. The figures are calculated by comparing the amount of money budgeted 
and spent by the agencies. The difference is only a rough estimate of the cutbacks 
because during the fiscal year there are several other determinants, such as unex­
pected changes in the demand of the services, changes in the relevant legislation, 
fiscal norms or state grant or macro-economic factors, which all lead automati­
cally to the higher or lower spending rates. The financial results of the service 
agencies varied from + 1.2 for the programs for the elderly (indicating growth 
instead of cutbacks) to -18.2 for the programs for alcoholics. The budgetary out­
come give only partial support to our hypothesis that the agencies with relatively 
strong direct or indirect contacts to the decision-makers are subject to smaller 
cutbacks. What these rough Figures of budgetary results, however, seem to sug­
gest is that the agencies belonging to the least protected cluster receive relatively 
higher cutbacks than other agencies. Knowing the limitations of the data one 
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should be careful, however, not to overstate the relation between the political 
communication structures and budgetary outcomes. 

The second indicator for the organizations' protection capacity is the number of 
programs that were implemented after being targeted for cuts. This implementa­
tion ratio is the percentage of the cutback programs actually implemented after 
being targeted. Because most of the cuts were so-called program cuts (instead of 
organization specific), they had to be distributed over all the organizations af­
fected. The third column indicates whether cuts were targeted to the core func­
tions of the organizations or, instead ,to those seen as non-core operations. The 
last column of the table shows whether an agency received crucial external sup­
port during the process of counter-implementation action. Table 4 indicates that 
the implementation ratio varied from 42 to 100 %. The overall result was that 
only half of the 23 cutback decisions were actually implemented. The decisions 
that were implemented were mostly broad targets or technical rearrangements. 

Nevertheless, we found that all of the cutback decisions which focused on the 
vulnerable organizations or programs (such as the alcoholics' rehabilitation pro­
gram, the recreation program for poor children and the rehabilitation programs 
for veterans) were actually implemented. The implementation ratio among the 
group of vulnerable organizations was 100 and among the organizations belong­
ing to the group political organizations 75, which indicates that all or nearly all 
targets affecting these organizations were also implemented. This seems to give 
at least some support to our preliminary finding that the least protected organi­
zations could not manage to protect their budgets during the interorganizational 
bargaining process. What these Figures, however, do not indicate is the number 
of programs that were never even targeted. This problem - related to the the 
phenomenon known as non-decision-making power (Bachrach/Baratz 1962) -
could also have given us some interesting insights into the collective bargaining 
processes over budgetary cutbacks. On the whole, the agencies with relatively 
little or no power resources have to either accept the losses or use some other 
strategies after being targeted15. 

While most of the targets focused on marginal services were actually imple­
mented, many of the large scale middle-class service programs (such as the day 
care programs or subsidized transportation program for children as well as the 
proposal to cut the additional part of the municipal home care allowance) and 

15 One of the most commonly used strategies employed by vulnerable organizations 
was to make their suffering visible by implementing the cutbacks in such a way that 
they paralyzed some of the operations. This action of organizational pathology was 
aimed to appeal to the clients or other groups affected by the termination of the 
services. 
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administrative targets (such as a prohibition to fill vacant posts, a plan to cut the 
labour costs of part-time workers or to replace personnel) remained untouched 
even if they were already targeted by the board and were not core functions of 
these organizations. This indicates a relatively strong political buffering capacity 
by the administrative agencies as well as the service agencies with strong political 
and institutional protection structures. The implementation ratio among the im­
pervious organizations was 44 and among the turtle ones 50, indicating that only 
half or less than half of the targeted cutbacks were implemented in these catego­
ries. 

If we extend the analysis and compare the strategies of political action between 
the two most invulnerable organizations, the health care agencies and day care 
centers, we find that the health care agencies acted more in an invisible manner 
during the cutback process, whereas the day care centers operated more openly 
in the political arena. Many of the health care agencies with relatively strong pro­
fessional groups were able to influence the process in the early stage of the deci­
sion-making so that only half of the cutbacks planned were finally imple­
mented 16. Kindergartens also managed to turn down many cutback proposals 
(such as the plan of closing the part-time playground- attendant service or the 
plan for increasing the efficiency of the day care service by closing some small 
units) by relatively strong outside support from their clients and other external 
groups such as labor unions. Most of the cutbacks that were implemented in this 
group of organizations can be considered as non-core programs, that is programs 
that were not main service branches of the organizations17. 

5. Conclusions 

Budget processes are partly technical, coordinating decision-making and allocat­
ing resources on the basis of the previous year's budget. But they have a political 
side as well. As a matter of fact, budgeting is a particularly important arena of 
politics because most policy decisions can be considered meaningless unless they 
can be implemented through the budget process. The political battle over budg­
ets is open to the environment. External actors such as clients and interest groups 
can gain influence over budgets even if they are not directly involved in the 

16 The health care cutbacks were merely technical rearrangements such as channeling 
patient flows, cutting the computer programs or curbing the investments. 

17 For more about the concepts of core vs. non-core targets, see Premchand (1993, 74-
77). 
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budgetary decision-making in the formal arena. The external actors influence .not 
only the budget process but also the strategies of the public budgetary actors. The 
involvement of outside interests in budgeting is likely to create coalitions be­
tween interest groups and public agencies. This will occur especially if they both 
share common goals over the budget, aiming at expanding the service programs 
in periods of growth or protecting the existing programs during periods of de­
cline. Thus public agencies cannot be regarded as obedient administrative units 
only implementing policy decisions; on the contrary, they become more or less 
directly involved in the political battle over the budget. 

The empirical analysis of the cutback policies in Rivertown has shown that the 
process of cutback politics did not only centralize the power structure but also de 
facto shifted the decision-making authority from the democratic arena to the 
para-political decision-making body. While this was partly due to the inability of 
the political actors to execute hard and politically costly cutbacks, it can also be 
seen as a technique chosen to raise the political transaction costs of various inter­
est groups active in the community in order to influence the budgetary decision­
making. Even if the cutbacks were effectively decided by applying this method, 
this seemed at the expense of legitimacy of decisions. The lack of legitimacy in 
this case does not refer so much to the general satisfaction of the various groups 
in the community with policy making, but instead to the procedural legitimacy 
focusing upon how decisions are made rather than what a decision ultimately 
resulted in. The requirement of procedural legitimacy is met if actors accept de­
cision outcomes as authorative even if they disagree with the policy content 
(Hult/Walcott 1990, 66). 

The process during which the aggregated cutbacks were targeted within different 
policy sectors mobilized resistance activities among the individual service agen­
cies. At first glance, the cutback politics in the social and health sector gave a 
strong impression of a highly pluralist model of pressure politics without a clear 
pattern of political bargaining or coalition building. This seemed to support the 
results of earlier case studies in local government budgeting under economic 
scarcity, which had suggested that cutback politics could be charactized by vague 
and ambiguous goal setting and thus as resembling an irrational 'garbage-can 
model' rather than a rational decision-making process. However, by applying 
network analytical methods and a structuralist approach to study the process of 
cutback decision-making, it was possible to depict a clear structure of political 
communication between various public and private organizations that had an 
interest in the effects of cutbacks on the community. These communication chan­
nels opened up privileged access for service agencies, allowing them to influence 
political decision-makers and thus giving them a better position in the cutback 



Uusikyla: The Politics of Cutback Management 33 

process. This position combined with strong instititutional protection mecha­
nisms can be seen as an important factor explaining the final cutback outcome. 

The data concerning the relations between decision body, administrative agen­
cies, service agencies and interest groups in the social and health sector showed 
that the service agencies tried to gain indirect leverage over decision-makers by 
contacting their clients or important interest groups in the community instead of 
contacting the decision-makers directly. Labor unions and clients in particular 
were frequently used as intermediating brokers in the social and health sector. 
Our data do not, however, say anything about the actual efficiency of these chan­
nels in the success or goal achievement of the service agencies. Nevertheless, the 
final policy outcomes (cutbacks and the implementation ratio) seem to suggest 
that at least those agencies that had neither strong institutional protection nor 
direct or indirect access to the political arena during the decision-making and 
implementation were the biggest losers in terms of being subjected to relatively 
higher cutbacks than other agencies. 
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