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THE UNIVERSAL WELFARE MODEL IN DENMARK:
THE ORIGIN, DEVELOPMENT AND THE FUTURE
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The Scandinavian welfare model is a political economic model which, among
other things, Denmark other Nordic countries, like Sweden and Norway, developed
after the end of World War Il. The basic principles behind this model imply that all
citizens in society have access to social benefits regardless of their social background
or origin, and that the benefits are not linked to insurance contributions or other forms
of user payment. The model is referred to as the universal welfare model, because
everyone has the right to a number of benefits, e.g. state pension and child allowance.
The citizens of the Scandinavian countries are thereby financially secured in
connection with illness, unemployment and in old age, to which are added
supplementary measures, e.g. support for housing costs and expenses for children. In
addition, there are a number of highly developed services in the form of day-care
centres, health care, home care, etc. In this article we will be analysing and comment
the origin, the development and the contemporary universal Scandinavian model.
Furthermore we will try to get an answer to the question: will this universal welfare
model survive the next three decades, and at all exist in 20607
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MOJEJIb BCEOBHIEI'O BJIATOCOCTOSHUA B JAHUUN:
MPOUCXOXJIEHUE, PASBBUTUE U BYAYIHIEE
Xpucrencen K.C.
CKaHI[I/IHaBCKaH MOACIb COLHMAJIBHOI'O oOecrieyeHUuss — OTO IOJUTHKO-
DKOHOMHYECKAs MOJieJb, KOTOpPYIO, TIOMHUMO Tipouero, Jlamus wu japyrue
CKaHJIMHABCKUE cTpaHbl, Takue kak I[lIBemmst m Hopserus, pazpabortanu mocie

OKOHYaHus1 BTopoli MUpOBOM BOMHBI. | JIaBHBIE NIPUHIUIIBL, JIE)KAIME B OCHOBE dTOU
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MOJICNIA, TOJAPa3yMEBAIOT, YTO BCE TpaXJaHE HUMEIOT JOCTYH K COIUATbHBIM
MOCOOMSAM HE3aBHCHMO OT MX COIMAJIBLHOTO MPOUCXOXKIEHHUS U YTO TU MOCOOUS HE
CBS3aHBI CO CTPAXOBBIMU B3HOCAMHU WU HHBIMU (GopMamMu (HUHAHCHUPOBAHUS CO
CTOPOHBI HAJOTOTUIATEIBIIIMKOB. Ty MOJCIb HAa3bIBAIOT MOJIEIBI0 BCEOOIIEro
0JIaroCOCTOSIHUS, TOCKOJBbKY KKl YeIOBEeK HMEeT MpaBO Ha psija  JIbroT,
HanpUMep, Ha TOCYAApCTBEHHYIO TIEHCUIO M TocoOue Ha pebdenka. Takum obpazom,
rpakXaaHe CKaHJAWHABCKUX CTpaH (PUHAHCOBO oOOECIeYeHbl B Ciydae OOJIC3HH,
0e3paboTHUllbl U B CTAPOCTH, K 3TOMY J100aBJISIOTCS TaKUE€ JOMOJHHUTEIIbHBIE MEpHI,
KaK MOJIep)KKa PacxoJ0B Ha KUJIbE U conepkanue aeteil. Kpome toro, cymecTByer
PSIT BBICOKOPA3BUTHIX YCIYT B BUJE OOCCIICUCHUS JETCKUMH CaaMH, MEIUIIMHCKOTO
oOcnmy>KMBaHUs, yXOJa Ha JIOMy U T.1. B NaHHOW cTaThbe MBI MPOAHAIU3UPYEM H
MIPOKOMMEHTHPYEM TPOUCXOKJICHHUE, PA3BUTHE W COBPEMEHHOE COCTOSIHHC
YHUBEPCAIBHOU CKaHJAMHABCKOW Mojenu. KpoMe TOro, Mbl MOmbITaeMCsl MOJIYYHUTh
OTBET Ha BOMPOC: COXPAHUTCS JIU Takas MOJElIb BCEOOIIEro 01arococTosHUS B
OJDKaiIMe TpU IEeCITUIIETHS, U BOOOIIe OyAET Ji OHa cyliecTBoBaTh B 2060 romy?
KuaroueBbie cjoBa: rocyaapcTtBo BceoOmiero OnarococrosiHusi, Hopserus,
Hanusi, Mojenb BceoOmiero Onarococtosinusi, IlIBemusi, cTpaxoBaHWe IO
oe3pabotuile, mocobue Ha pedOEHKa, MOJAepKKa 00pa3oBaHMs, CKaHJIWHABCKas

MOJIEJIb COITMAIBHOTO oOecniedeHus1, Kodpduiuent [H>KunHu.

Welfare

For the individual well-being means the most desirable conditions for daily
welfare. Welfare as a concept is often used in debates as a synonym for Public
Welfare Services or the Welfare Society. Welfare comes from the Old Norse “to fare
well” with the meaning, that one has a good journey. Socially distributed welfare
includes a wide range of benefits such as hospital services, education etc., offers
citizens. A society that largely has such goods is called a welfare society. In the
research debate it is also usually assumed that in a welfare society the state intervenes
to a significant extent against the market’s primary distribution of goods in order to

distribute the welfare more equally among the citizens. The redistribution of the
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goods takes place to a greater or lesser extent through the public finances. The
reasons for a redistribution of goods through the state also include ethical issues, e.g.
justice and equal rights for all citizens [3, s. 15-18].

The concept of welfare is diverse and a clear definition is therefore difficult to
make. However, there is a certain consensus among researchers that welfare includes
both material and immaterial values. There are also a number of normative
prerequisites for welfare, e.g. a notion of solidarity between different groups of
citizens [6, s. 15].

Welfare has traditionally been interpreted in an economic framework, in the
sense of “availability of economic goods”. Welfare can be seen both as an end in
itself (the ideal of distributing as many goods as possible to as many citizens as
possible) and as a means to achieve quality of life for as many people as possible.
The starting point can either be the utility value of the distribution of goods, where
the individual largely decides on his resources. Welfare services must therefore be
assessed based on efficiency in the distribution of societal goods; or alternatively, the
starting point can be the needs theory, which assumes that welfare is optimal when all
types of human needs are satisfied as best as possible [3, s. 20-22].

The welfare state — the origin

Poverty has always been a problem that society has had to deal with. The way
society has chosen to deal with the problem has varied between cultures and
generations. From the earliest times, the family and the clan have represented the
most important safety net for the individual, and in some cases this duty has been
institutionalized through laws. In Europe the Church has also represented a security
network and in Muslim areas Islam has similarly constituted the security network.
The formation of states in Europe led to a transfer of this responsibility to the public
sector [7, s. 38-40].

The poor service was the institution that provided social services to the poor
before the development of the welfare state. If a citizen received support from the
poor, he or she usually had to give up the right to vote as well as the ability to marry

and change residence freely. In a number of countries, sanctions against recipients of
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benefits were maintained, also after the establishment of the welfare state, and in e.g.
Denmark could “self-inflicted unemployment” lead to the loss of the right to vote
until 1961 [4, s. 144-147].

The welfare state arose in Germany in the 1880s and was a result of Chancellor
Otto von Bismarck’s social legislation. The policy was partly a result of the state
consolidating its primary power functions and thus seeking new areas for power and
partly of the leaders seeking to contain growing social unrest and what was perceived
as the socialist threat. The social insurance schemes were (when they were
introduced) not the first of their kind, but they differed from the previous ones in that
they embraced larger groups and were national. The laws were based on the principle
of insurance, which meant that the insured, usually workers, were entitled to income
compensation from a fund they themselves had helped build up through a working
life. The basic features of the structures that were established are considered to be
continued in all of the subsequent German regimes. The model is also the basis for
several of the other welfare states on the European continent and thus forms the basis
for the continental welfare model [9, s. 155-157].

In Great Britain and the Scandinavian countries the starting point for the
welfare state was to a greater extent based on an old-age pension, which was
supposed to ensure all citizens an old age without social hardship. In Denmark the
radical government, based on the support of the Social Democrats, in 1920 put
forward a bill on public retirement pensions, which, however, fell away when
Christian X dismissed the government in connection with the Easter crisis. A less far-
reaching proposal was adopted by the Danish Parliament (the Folketing) in 1921, but
it was not until 1933 that the principles from the 1920 proposal were implemented in
connection with social minister K.K. Steincke’s (social democrats) social reform [9,
s. 552-554].

Welfare state — definition

A welfare state is a state that carries out a number of functions with the
intention of promoting the welfare of the country's citizens. The goal is equal access

to a number of public offers, e.g. in the field of education as well as a legal claim for
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compensation for loss of income, for example due to unemployment or illness. A
welfare state thus has functions that go beyond simply providing security for the
country’s citizens. These functions are planned in the public sector and are to some
extent financed by the state. Depending on the welfare model in question, the size
and target group of these benefits and distribution principles can vary. Applicable to
all welfare states is that they regulate the labour market, and that their benefits
include education support, as well as a number of social benefits in the event of
illness, poverty or in connection with pensions. The welfare state must therefore
ensure a minimum standard of living, if the citizen cannot provide for this himself.
The welfare state is a counterpart to the minimal state favoured by liberal thinkers.

Most industrialized countries today are organized as welfare states, which in
many ways are the result of the mobilization of the working class and its demands for
greater security in life and thus improved living conditions. Politically, the welfare
state is often associated with the social democratic parties, but variants of the welfare
state have been used by regimes linked to most ideologies. A welfare state is in
practice linked to a mixed economy, where government interference in market forces
via taxes and levies makes redistribution possible, just as the infrastructure in a
welfare state will be publicly financed to a greater extent compared to states that do
not have welfare objectives [6, s. 24-25].

In the narrowest sense, a welfare state is a state where economic resources are
redistributed through social policy. In a broader sense health services, educational
provision and economic policy are also tasks of the welfare state. In the narrow sense,
one will typically search for certain historical events that have triggered the welfare
initiatives, while in the broader sense, one includes political objectives of full
employment and economic growth, such as was the ideology behind the Marshall Aid
to Europe [7, s. 44].

Asa Briggs is the originator of one of the earliest attempts at a unified
definition of the concept of the welfare state, which is described as a state in which
organized power is deliberately used (through politics and administration) in the

effort to modify the play of market forces. This means that a welfare state
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redistributes the goods in society and fulfils a number of functions, which in other
types of society are handled by the market or by the family [6, s. 32].

Faced with this definition Gosta Esping-Andersen emphasized that it is not
possible to explain on an overall level why states at the same stage of development
develop different welfare models. The differences must be seen as a result of
historical development features, especially the strength of working class organization
and the willingness of working class parties to create consensus with the middle
class.

In recent years research has pointed out that the two above-mentioned
definitions are insufficient in relation to explaining the changes that the various
welfare models have gone through. One of the theses is that there is a tendency
towards convergence between the various welfare models, i.e. includes activation
(workfare) to varying extents in all models. Another type of criticism emphasizes that
the models focus too much on ideal-typical differences between regimes and thereby
underestimate the distributional political effect of the welfare benefits.

In the broadest sense, a welfare state is thus defined by the following
characteristics: 1) Citizens have basic legal certainty vis-a-vis the authorities; 2)
Citizens are guaranteed some basic democratic rights; 3) Citizens in financial need
receive compensation from the public sector, e.g. in case of illness or unemployment;
4) A number of services are provided by the public sector, financed by taxes or by
(full or partial) user payment. The purpose of the welfare state is allegedly to ensure a
minimum standard of living. However, this protection is conditional on how needs
and rights are enumerated, which is why there are significant differences in who and
how many are entitled to welfare benefits in different types of welfare states.
Alternatively, the purpose can be determined as derived from the desire of those in
power to avoid social unrest among the most disadvantaged in society.

In addition to ensuring a minimum standard of living, the welfare state can also
be built on the basis of an aim to equalize the gap between rich and poor. The degree
of income inequality is often calculated using the Gini coefficient. According to
United Nations Development Programme (UNDP), Denmark has the 10th lowest
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Gini coefficient. At the other end of the Gini scale are several African and South
American countries, including Brazil and South Africa. The welfare tasks can be
solved by the public institutions or private companies. Concretely, this means that a
system is built, which has independent interests to some extent; this can lead to
problem solutions that are not in accordance with the original purpose.

The welfare state — universalism

The idea that the state had responsibility for the social security and welfare of
the population had gained ground in all European countries in the interwar period.
Social insurance schemes had been introduced in the countries and expanded to
include several areas of society. A major step on the road towards the modern welfare
states took place in the continuation of the deep economic crisis, which followed the
stock market crash in the USA in 1929. In Denmark, as part of a larger settlement in
the Folketing in 1933, a political majority tried to mitigate the effects of the crisis
with a social reform that gathered all laws into four legal complexes: 1) National
insurance; 2) Accident insurance; 3) Unemployment insurance and 4) Public welfare.
The four laws were based on legal principles, where previously there had been
widespread municipal discretion when awarding needs-based benefits. This social
reform is often described both as a major advance in the social field in Denmark and
as the actual basis for the Danish welfare state. In 1936 a corresponding reform
founded the Swedish variant of the welfare state — “the folkhemmet” [6, s. 143].

In the coming decades the Scandinavian welfare states developed a universal
model, where the basic principle is that everyone has the right to a number of benefits
that are not determined by need, e.g. public pension and child family allowance. Cash
assistance and daily allowance also became essential elements in the model, even
though these benefits are not a universal right in all Scandinavian countries. In
Denmark insurance in an A-kasse (unemployment fees) is required to receive
unemployment benefits. Furthermore, after 1970 the rules for access to certain
benefits have both been tightened, while other types of benefits have become easier

to obtain.
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At the request of the British government the social economist William
Beveridge in 1942 presented a plan for the expansion of the social systems in Great
Britain. The Beveridge Report advocated that all British citizens, whether they were
working or not, should be guaranteed income security and health and care services
from the state. The scheme, which was implemented by the National Health Service
Act in 1948, constitutes the first British example of a universal welfare model.
Although the UK health system is based on a universal mind-set, the British state as a
whole is considered to be based on the residual welfare model [6, s. 157].

The Scandinavian welfare model

The Scandinavian welfare model is a political model, which, among other
things, Denmark and the other Nordic countries developed after the end of World
War Il. The basic principles behind this model imply that all citizens in society have
access to social benefits regardless of their social background or origin, and that the
benefits are not linked to insurance contributions or other forms of user payment. The
model is also referred to as the universal welfare model, because everyone has the
right to a number of benefits that are not determined by need, e.g. state pension and
child family allowance. The citizens of the Scandinavian countries are thereby
financially secured in connection with illness, unemployment and in old age, to
which are added supplementary measures, e.g. support for housing costs and
expenses for children. In addition, there are a number of highly developed services in
the form of day-care centres, health care, home care, etc. [10, s. 666-667].

Cash assistance and unemployment benefits are essential elements of the
model, even if these benefits are not a universal right in all Scandinavian countries,
e.g. In Denmark, insurance in an A-kasse is required to receive unemployment
benefits. Furthermore, after 1970 the rules for access to certain benefits have both
been tightened, e.g. the reduction in Denmark of the unemployment benefit period
from 4 years to 2 years in 2009, while other types of benefits have become easier to
obtain. Another distinctive characteristic of the Scandinavian welfare model is that
high economic growth and prosperity are combined with a relatively equal

distribution of incomes. An important instrument in this connection is taxes and
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levies, because the model is primarily financed by tax printing. The legitimacy
behind the model is the solidarity support that results from 80% of the population
paying 80% of the taxation, which through the distribution policy is returned to 80%
of the population. The sustainability of the model therefore also depends to a large
extent on whether it is able to maintain a high level of employment; one of the means
to achieve this goal has, especially in the last 20 years, been an active labour market
policy [6, s. 67-68].

In practice, the Scandinavian countries develop new variations of the model
through political compromises, which must therefore be understood as an ideal type.
The differences between the variants of the Scandinavian model are mainly
conditioned by which political alliances the working class has entered into. In
Denmark, it requires e.g. a contribution must be paid if you want to be entitled to
early retirement, just as this right is limited under the withdrawal reform [7, s. 400-
404].

The welfare state in Denmark

The welfare state in Denmark is a concrete embodiment of the type of welfare
model that was mainly developed in Europe in the 20th century. This type of state
performs a number of functions that go beyond simply providing security for the
country’s citizens. The particular Danish implementation is also referred together
with the corresponding welfare states in Scandinavia, as the Scandinavian welfare
model. An overarching objective is equal access to a number of public offers, e.g. in
the field of education, as well as a legal claim for compensation for loss of income,
for example in the event of unemployment or illness. Since all citizens have legal
claims to a number of public services and benefits, the Scandinavian model is also
referred to as the universal welfare state [1, s. 28-30].

The debate about this model also includes the fact that some of the model’s
features have different effects in the Scandinavian countries. In the case of Denmark
it is emphasized that for more than 100 years the country has had one of the world’s
most open economies and developed a political system which, due to the electoral

method, forces the parties to establish broad cooperation in the Folketing. In
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Denmark political compromises between the leading parties in the Folketing
(especially since the Kanslergade settlement in 1933) have therefore been the
building blocks of the welfare state [6, s. 33-35, 47-49].

Characteristic of the Danish variant of the Scandinavian welfare model is also
that the welfare benefits are awarded to all citizens who meet some general criteria
without taking into account other personal circumstances. According to Peter
Lodberg this way of awarding benefits is a testimony to a Christian influence on the
Scandinavian welfare model. He believes that in the Lutheran way of thinking lies
that you do not need to give anything to be respected as a person who has the right to
help. The majority of welfare benefits in Denmark are financed by taxes and levies. A
significant part of public expenditure is made up of wages for employees and transfer
income. A number of services are free for the individual citizen, i.e. within education,
culture and health, both primary health care (medical care) and the hospital system.
Public subsidies are also provided for certain forms of user payment [3, s. 63-65].

Most tasks are solved by institutions in the public sector, which are divided
into the state, the regions and the municipalities. The extent of the services and level
of service means that in Denmark there are more public employees per capita than in
most other welfare states. The level of expenditure combined with a large degree of
tax financing has resulted in a tax burden, which in 2018 is expected to amount to
44,9% of gross domestic product (GDP). The tax revenue is therefore higher than in
the countries with which Denmark is usually compared, and since the majority is
collected through income taxes, experts have debated whether the welfare state
affects the labour supply negatively, both as a result of the social benefits given to
people without employment, and as a result of the necessary tax funding. The
sustainability of the model is therefore often analysed based on its ability to maintain
high employment and at the same time develop a flexible labour market. Since the
1990s, active labour market policy has therefore been an important welfare regulatory
instrument. Some researchers describe this development as a change of direction in
the welfare state, while others perceive it as a break with the original characteristics

of the Scandinavian welfare model [6, s. 425-426].
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The financing of the Danish welfare state

Developments in the Danish welfare state can be quantitatively described using
data on the public sector’s income and expenditure; an explanation of the relative
importance of the public sector will typically be based on its income and expenditure
as a percentage of GDP. The income illustrates how the welfare state is financed,
while the expenditure illustrates how the public goods are distributed among areas of
application. According to Keynesian economic theory, in periods of rising
unemployment, the state should pump money into the private sector by conducting
expansionary fiscal policy. Conversely, the government should limit the population’s
consumption options when unemployment is low and inflation is rising (i.e. conduct a
contractionary fiscal policy) [11, s. 741].

This theory, which is supported by the Phillips curve, has been a decisive
argument for the development of the public sector in Denmark. Monetarist theory
objects to this argument that an excessive use of fiscal policy instruments only works
in the short term, while in the long term it creates inflation. Despite disagreement
about how active the state should be in the management of economic activity, there is
a certain agreement across economic and political theories that a state with a public
sector of the size of the Danish welfare state has to lead an active economic policy.
The welfare state in Denmark is mainly financed by taxes and levies. Income taxes
are distributed between the state and the municipalities, while the regions, unlike
their predecessors, the county municipalities, do not have the authority to levy taxes.
The fees accrue to the state. A value-added tax (VAT) is the most profitable, but
poison taxes and environmental taxes also contribute to the state treasury [2, s. 30-
33].

Block grants and other compensatory schemes complicate the picture of how
the public revenues are distributed between the sub-sectors. An introduction to the
subject has been prepared by Statistics Denmark, just as the Ministry of Taxation has
published an overview of the distribution key [12, s. 917].

The tax burden in Denmark is estimated by the Ministry of Taxation to be
44,9% of GDP in 2018. Denmark traditionally has one of the highest tax burdens in
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the world. However, several analyses have pointed out that the figures from OECD
member countries are not comparable because the calculation methods are different.
In some countries, the transfer income that is taxable in Denmark is fully or partially
tax-free. An analysis carried out by the OECD shows that the average tax on earned
income is lower in Denmark than the average in the EU, when the tax is calculated as
the difference between the employer's wage cost and the worker's salary. Especially
in Germany and Sweden, with which Denmark is often compared, employers’
mandatory social costs, which do not exist in Denmark, are relatively high. Sweden
has both higher marginal tax and average tax on earned income than Denmark.
Professors Torben M. Andersen and Svend Erik Hougaard Jensen have agreed with
the OECD’s conclusions, but both added that overall taxes are higher in Denmark,
which explains the high overall nominal tax burden [2, s. 39-42].

The public expenditure used, among other things for the operation of the public
institutions, including salaries for the employees and for various transfer incomes and
service offers to the citizens. Pensions and cash assistance are universal benefits,
while unemployment benefit is conditional on membership of an A-kasse. A number
of social services are free for the individual citizen, i.e. within education, culture and
health, both primary health care (medical care) and the hospital system. In addition,
public subsidies are provided for the user fee for childcare in day-care centres, for
dental care and medicine consumption. Some of these benefits are dependent on the
recipient’s income. The development in expenditure for the various purposes is
continuously recorded by Statistics Denmark, which divides the recipients into
“children and young people”, “adults” and “elderly” [13, s. 682].

The institutions under the public sector are different, both in terms of purpose
and function. The healthcare sector’s institutions, especially hospitals, have relatively
well-defined tasks and services, but a varying user group that is visited briefly, while
schools and other educational institutions have a well-defined user group, but
relatively vaguely defined tasks. In the former case, it may be difficult to establish
well-functioning user councils or boards, in the latter, user influence can be formally

secured through school boards and student councils. The quality of the institutions’
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offers to citizens has previously been sought to be ensured through central control
measures; after the quality reform, it is increasingly through surveys of citizens’
satisfaction with the offers that the institutions are evaluated [14, s. 1103-1105].

Strengths and weaknesses in the universal welfare model (1950-2023)

The concept of welfare is diverse, and a clear definition is therefore difficult to
make. However, there is a certain consensus among researchers that welfare includes
both material and immaterial values. Another way of expressing this relationship is
the use of the concept of prosperity for the material side of well-being. In this
research tradition demands are therefore made for some intangible goods, which must
be available to the population, in order for prosperity to develop welfare. There are
also a number of normative prerequisites for welfare, e.g. a notion of solidarity
between different groups of citizens [5, s. 23-25].

The Danish researcher Gosta Esping-Andersen is among the most recognized
experts in welfare models. He uses the term model for the ideal-typical features and
regime for the concrete realization of these features. Welfare research has also been
inspired by John Kenneth Galbraith, i.e. of his thesis that welfare requires a society in
economic balance, the absence of poverty and the right to breathe fresh air. In 2013
then Social Affairs Minister Karen Heakkerup established an official poverty line,
according to which poverty must henceforth be measured by whether a person has
had a disposable income of less than 50% of the median income for three consecutive
years. In 2015 the later social minister Karen Ellemann again abolished this official
poverty limit [4, s. 18-22].

Asa Briggs is the originator of one of the earliest attempts at a unified
definition of the concept of the welfare state, which is described as “a state in which
organized power is deliberately used (through politics and administration) in an effort
to modify the play of market forces”. This means that a welfare state redistributes the
goods in society and fulfils a number of functions, which in other types of society are
handled by the market or by the family. Part of the welfare literature assumes that all
rich societies with a high degree of welfare are welfare states, while other researchers

condition that the state, through public sector services, intervenes in the market
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mechanism and ensures a more equal distribution of goods, so that they can be
defined as a welfare state. There is thus professional disagreement as to whether all
welfare societies can be considered welfare states; the characteristics of the Danish
state, however, meet the criteria in both basic types among the research opinions [4,
s. 288-293].

Several research projects have pointed out that the legitimacy behind the
Danish welfare state depends on whether the citizens accept the relatively high tax
burden, which is a prerequisite for the financing of the benefits. A number of opinion
polls, i.e. carried out by Gallup and the Ugebrevet Mandag Morgen has shown that
there is great support among voters for the Danish welfare state in this perspective,
but at the same time it is emphasized that this support is dependent on concrete
political initiatives. In particular, it is noteworthy that throughout the period 1991-
2007 there has been a predominantly positive attitude towards the tax burden, but
also that the support varies with the population’s satisfaction with the quality of
health and education services. Another aspect of the legitimacy debate has been
various cases of misuse or fraud with public funds. This has included, among other
things, VAT fraud and fraud against the National Board of Health and Welfare.
Researchers have pointed out that the willingness to pay taxes decreases if trust in the
systems decreases. The political criticism of the development in the Danish welfare
state is diverse; a possible way to divide the critics is by distinguishing between the
ideologically conditioned and the concretely designed [15, s. 88-90].

Neoliberalists have argued that resources are used inefficiently when it is the
state that has to take care of welfare services. In this way free market forces cannot
function effectively, and the invisible hand, first mentioned by Adam Smith, cannot
therefore exert its effect. The critics also make use of moral arguments, as no one
should be forced to pay for the consumption of certain services by others, which one
may never need himself. In the worst case, the welfare state develops into a
clientelization state. The liberal Anglo-Saxon tradition uses the terms “Nanny-state”
and “Nursery-state” as a critical term for this type of welfare state. Therefore,

according to this view, a minimal state is best able to meet the needs of the citizens.
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In his book “From welfare state to minimal state” former Danish prime minister
Anders Fogh Rasmussen endorsed the minimal state model, but since he announced
the contract policy in connection with the general election in 2001, the Liberal Party
has expressed support for the welfare state, e.g. in the election proposals for the
general election in 2011 [4, s. 302].

The conservative ideological argument against the universal welfare state
presupposes that a comprehensive welfare state takes over many of the functions that
were previously carried out by civil society. Therefore, the individual person’s
responsibility for their closest relatives is shifted to public authorities. From a
functionalist perspective, the changed functions of the family are a consequence of
women's increased employment rate. Against this background, it is relevant to ask the
question whether the role of families and civil society in societal development in the
broadest sense is subordinated to the state. The German sociologist Jiirgen Habermas
contributes from a radical democratic starting point to this discussion with his
colonization thesis. It assumes that the system, which is characterized by purpose-
rational actions, conquers the life world, including the family’s original functions,
which are based on non-purpose-rational actions. In the words of Max Weber this
point of view can be summarized as follows: “The growing welfare state with
associated bureaucracy means that the citizens come to live in an iron cage of
rationality. If there is a political majority to counteract tendencies towards system
control of the citizens, there are concrete proposals for an active political effort to
strengthen the civil networks in a committee report prepared in connection with the
welfare commission’s work™ [6, s. 522-525].

In a critique of the development of the Danish welfare state, author and editor
Henning Fonsmark has combined the neoliberal and the conservative approach, i.e.
by pointing out that the funding problem and the development of bureaucratic
routines constitute a kind of self-destructive force. The bureaucracy has both
developed an independent ideology of societal growth through expansion of the
public sector, and a growth in the number of leading positions in the public

administration. The Red-Green Alliance (Enhedslisten), which works for a socialist
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society, expresses in its program of principles concern about the Danish state’s
extensive interference in regulating the economy. At the same time, the party states
that the Danish state has managed to engage in almost all aspects of the reproduction
of the working class through a well-developed social, health and education system,
which is why it wants the welfare society to be strengthened and renewed [15, s. 50-
51].

The Red-Green Alliance (Enhedslisten) also mentions a number of rights that
the working class has fought for, and since the party became the parliamentary
foundation of the former Danish prime minister Helle Thorning-Schmidt’s
government in 2011, prominent members of the Red-Green Alliance (Enhedslisten)
have stated that it was precisely them who stood as the defenders of the Danish
welfare model. The Danish People's Party also sprang from a welfare-critical
tradition, the Progress Party's policy for liquidation of the public sector. Pia
Kjarsgaard and the other breakaways who formed Danish People’s Party broke with
this tradition, and the party is i.e. advocates for an expansion of care for the elderly
and the hospital system [6, s. 546-548].

The social democracy has also expressed that growth and new jobs are a
prerequisite for welfare. Against this background, a broad majority in the Danish
Parliament in 2012 and 2013 implemented tax reductions on earned income, changes
in cash benefits and sickness benefits. These reforms have been described by critics
as welfare deteriorations, and i.e. the government’s parliamentary foundation, the
Red-Green Alliance (Enhedslisten), demanded a “social recovery” during the
negotiations on the 2014 Finance Act. In a poll conducted by Gallup in 2013, 59% of
those questioned answered that Danish welfare has become either significantly worse
or slightly worse within the past few years, 46% believed that more people should be
employed in the public sector to solve the welfare tasks [8, s. 51-53].

The future of the welfare state — development or dismantling?

In the debate over the Welfare Commission’s report, several social scientists
expressed concern that the universal principle would be undermined or dismantled. In

his criticism of the welfare commission’s report, Professor Jern Henrik Petersen
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highlighted, among other things, that the public’s trust and support is a crucial
prerequisite for maintaining the universal principle. The welfare researcher Professor
Jorgen Goul Andersen was in line with this when he pointed out that income
regulation of the child check and deterioration of pensions was a step on the way
towards “welfare for the poor”, which according to the English expert Richard
Titmus is “poor welfare”. Goul Andersen has suggested that instead of abolishing the
child check it should be replaced by a tax deduction [1, s. 127-129].

The radicals, who have historically been instrumental in the decisive decisions
on welfare benefits, announced in 2003 through their then chairman, Margrethe
Vestager, a possible change to the universal benefits for pensioners. A reform that
pulls in this direction must be described as a decisive change to the party's traditional
position on the universal welfare state [4, s. 306-307].

Welfare state or competition state?

In an analysis from 2007, Tim Knudsen described the current Danish state as a
social competition state. This type of state differs from the welfare state by
prioritizing activation over benefits based on the ‘“something for something”
principle. In continuation of this, Ove Kaj Pedersen has argued in The Competition
State from 2011 that the classic features of the Danish welfare state are being phased
out, and that the correct term for the current state form is the competition state. In the
competitive state, it applies that people must have an incentive to take up work. The
focus is that everyone must be in employment [5, s. 40-42].

In an interview in the Danish newspaper “Politiken” on 23 August 2013, the
then social democratic finance minister Bjarne Corydon declared himself a supporter
of the competition state. He stated that the social democracy’s economic policy was
set on the conditions of the competition state, which implies that if you want to
secure support for the welfare state, you must focus on the quality of public services
rather than on transfer income. Corydon’s view of the competition state as a “positive
development of the welfare state” was welcomed by Kristian Jensen Liberal Party,
while Johanne Schmidt-Nielsen from the Red-Green Alliance (Enhedslisten)

complained that “the finance minister has bought the right wing’s narrative that the
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welfare society is a burden on the economy”. Ove Kaj Pedersen in continuation of
this debate has stated that the competition state is a welfare state in Denmark. The
current competition state aims to solve some of the problems that the old welfare
state proved unable to solve. E.g. equality in society, but added that the prerequisite is
a strong competitiveness. The Danish social model is therefore no longer built on
welfare, but on competition [1, s. 113-117; 8, s. 45-48].

Conclusion

A common belief is that the European welfare states are in a position of crisis
or heading towards one with the process of globalization removing any hopes of
eventual worldwide welfare. This book challenges this assumption arguing that a
proper understanding of the future role of the welfare state requires a broader social
perspective that encompasses the interaction of economic, political and social
processes. The future of the welfare state provides an interdisciplinary analysis of the
practical and theoretical challenges, which the welfare state (and progress towards
world welfare) can and must meet in the future.

In a comment to the final volume of the series “Danish Welfare History”,
which was published in the years 2010-15, two of the contributors highlighted the
following differences between the welfare state and the competition state:

1. The welfare state will develop the “moral community person”. The
competition state will develop “the opportunistic private person”.

2. The welfare state is in solidarity with the exposed and vulnerable. The
competition state is in solidarity with the workers and tax payers.

3. The welfare state sees the individual citizen as a value in and of itself. The
competition state determines the value of the individual as determined by the ability
to function on the labour market.

4. The welfare state is a protection against social risks. The competition state
mobilizes the population and companies as players in global competition.

The globalization of the markets and an increased dependence on international
development trends have limited the government’s and the parliament’s ability to

pursue an independent welfare policy. Regionally, i.e. the expansion of the EU also
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resulted in a number of ties between the states, which limit the room for action for the
national parliaments and governments. Another effect of globalization is increased
immigration, which challenges the citizenship principle behind the Danish welfare
schemes. In the longer term, immigration has led to an increasing proportion of the
population having an ethnic background other than Danish. Inadequate integration of
these population groups can reduce society's cohesion and thus the basis of the
welfare state.

The demographic development

At the beginning of the 2000s most projections indicated that the workforce in
Denmark would begin to decline within a few years. Among other things, the Welfare
Commission was set up in response to this and presented a number of proposals,
which among other things, involved gradually raising the retirement age and phasing
out the pension. As mentioned above, they formed the background for the welfare
settlement in 2006 and (more indirectly) the withdrawal agreement in 2011. Partly
because of these and similar policy decisions, and partly because population
projections gradually predict more people of working age in the future, an increasing
labour force is now expected instead henceforth.

The financing of a welfare state such as the Danish one requires large tax
revenues if fiscal policy is to be sustainable, i.e. if public debt is to remain under
control. If tax revenues come under pressure, it may become difficult to maintain
spending levels. Tax revenues can fall if the extent of tax evasion increases, if fewer
people choose to work or they work fewer hours than before, or if the population
politically prioritizes reducing tax rates. Tax revenues can also temporarily fall in
periods when, for example, are relatively small birth cohorts in the labour market,
and therefore a relatively small workforce. Excessive deficits on the public balance
can bring Denmark into conflict with the EU’s fiscal pact and the stability and growth
pact. Since 2012, however, both the government and economic experts have assessed
that the Danish fiscal policy is sustainable and thus able to finance the current welfare

schemes in the future. According to the sages, the fiscal policy is even considered to
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be sustainable, such that the future public expenditure will be less than the tax
revenue.

Equality

The expansion of the welfare state has integrated women into the labour
market; but there is still no equality between the sexes in terms of pay and working
conditions, which, among other things, has led to demands for gender quotas. In
Norway, there has thus been a gender quota for board positions in private companies
since 2008. However, it is quite an open question whether the welfare state will exist
in the form it has today. In 2060, the burden on the elderly will be of a dimension that
will make it difficult to finance the welfare model. In the next 30 years, it will
probably be necessary to design a welfare state in which self-financing would play a
far greater role. Otherwise, Danish society will lag behind in comparison with other

societies on the globe.
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