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The Nordic Model: Conditions, Origins, Outcomes, Lesons

Matti Alestalo, University of Tampere
Sven E. O. Hort, Sodertérn University College, Ehatm
and Stein Kuhnle, Hertie School of Governance annéssity of Bergen

“It is widely thought that the Nordic countriesyefound some magic way of
combining high taxes and lavish welfare systemis fagt growth and low
unemployment...Yet, the belief in a special Nordideh@r “third way”, will
crumble further in 2007.”

The Economist, The World in 2007, Edition, 2008,

1. MAJOR CHARACTERISTICS OF THE NORDIC MODEL 2

Since the 1980s, based on results from a numbsroparative studies of welfare states the
concept of a ‘Nordic or Scandinavian model’ or ‘fae regime type’ has successfully entered our
vocabulary, whether that of international organa@a, that of scholars and that of mass media
covering the Nordic countries. For the most pagtdbncept has a positive connotation, but not
always, this being dependent upon context andytee ef the observer. Neo-liberals and old

Marxists seem to share a skeptical view, whileaa@mocrats more gladly than most bring out a

L This paper will be published in Chinese translatioa book edited by Stein Kuhnle, Klaus Peterfanli Kettunen,
and Chen Yinzhang ofhe Nordic Welfare States — A Basic Redétmthcoming, Fudan University Press, Shanghai,
2010).

2 We thank Jenni Nurmenniemi for her assistance pirggpshe figures and tables. A draft version wastfpresented at
the Berlin symposium in honour of Peter Flora andlcasion of his 85birthday (Berlin, March 6-7, 2009). We
would like to thank Valeria Fargion, Peter Florad ather participants who made valuable commerndssaggestions
regarding contents and form. The authors are sodsiyonsible for the views presented and any raéngarrors.



strongly positive view. In fact, many Nordic socimocrats will claim that it igeir model, but in
a historical perspective that is much too simmistVithin the Nordic countries the notion is
generally positively laden to the extent that pcdit parties have competed for the ‘ownership’ of
the kind of political system and welfare state thatconcept is seen to denote. The concept is
broad, vague and ambiguous, but it is a helpfrezfce for observers vérietiesof market-
oriented welfare democracies (cf. Leibfried & M&08). But we can also observe that European
welfare states seem to be on a track of mutuahilegyin particular in the areas of family and
labour market policies (Borras & Jacobsson 2004jopean welfare state models are becoming
more intermixed (Cox 2004; cf also Abrahamson 20B@wever, there are also some academic
‘dissidents’ (Ringen 1991) who would say that thereo such thing as a ‘Nordic’ model, and that
political systems or welfare states simply do rmnhe in types.

We use the concepts of ‘Scandinavian’ and ‘Norditfave states,’ or ‘Scandinavian’ and ‘Nordic
welfare model’ interchangeably. Both concepts aedun the literature. In geographic terms, the
Scandinavian proper would be the mountainous palared Norway and Sweden while ‘Nordic’
includes Denmark, Finland, and Iceland as well.Historical, institutional, cultural, and political
reasons (Nordic regional political, institution&dzcooperation since 1950s, e.g., creation of a
passport union, a free Nordic labour market angbaial union’) we use the concepts
‘Scandinavian’ and ‘Nordic’ interchangeably (cfsalHilson 2008). In terms of ‘welfare states’ or
‘welfare models’ the five countries, with some epitens for Iceland, also share a number of
characteristics as will be accounted for in the.téxve accept the notion of a Nordic welfare
model, the analytical findings of a very comprelhemditerature can be summarized in three master

statements:

StatenessThe Nordic welfare model is based on an extengiggalence of the state in the welfare
arrangements. Theagenesof the Scandinavian countries has long historgats and the
relationship between the state and the people eahsidered as a close and positive one. The
implication is not that the state sends “... rain andshine from above” (Marx (1852) 1979: 187-
188) but rather that the P@entury state has not been a coercive apparatyspoéssion in the
hands of the ruling classes. It rather has devedl@gea peaceful battleground of different classes
assuming an important function “as an agency thiouigich society can be reformed” (Korpi
1978: 48). The stateness implies weaker influefcetermediary structures (church, voluntary
organizations, etc.) but it includes “relativelyostg elements of social citizenship and relatively

uniform and integrated institutions.” The class poomise was an important element in the making



of the Scandinavian type of welfare state (Flor@6t Xvii-xx). The role of the state is seen in
extensive public services and public employmentiandany taxation-based cash benefit schemes.
It should be remembered, however, that social sesvare mostly organized at the local level by
numerous small municipalities that makes the icteva between the decision makers and the
people rather intimate and intensive. “The diffe@®between public and private, so crucial in many
debates in the Anglo-American countries, was ofanimportance in the Scandinavian countries.
For example, until recently it has been considéegdimate for the state to collect and publish
records of individual citizens. It is probably nocalent that Sweden and Finland have the oldest
population statistics in the world.” (Allardt 198611).

Universalism. In the Nordic countries the principle of universatial rights is extended to the
whole population. Services and cash benefits aréangeted towards the have-nots but also cover
the middle classes. In short: “All benefit: all @lependent; and all will presumably feel obliged to
pay”’ (Esping-Andersen 1990: 27-28). The universalisharacter of the Scandinavian welfare state
has been traced to “both idealistic and pragmd&as promoted and partly implemented” in the
making of the early social legislation in the yelae$ore and after the turn of the twentieth century
For the first, social security programmes wergatet at the time of the political and economic
modernization of the Scandinavian countries and itlea of universalism was at least a latent
element of the “nation-building” project.” Secongtiie similar life chances of poor farmers and
poor workers contributed to the recognition of samrisks and social rights: “Every citizen is
potentially exposed to certain risks.” Thirdly, esplly after the World War Il there has been s
strong tendency to avoid the exclusion of peoplé woor means in Scandinavia. And finally, there
has been a very pragmatic tendency to minimizedmainistrative costs by favouring universal
schemes instead of extensive means-testing (KalddlKuhnle 2005; Kuhnle and Hort 2004: 9-12).

Equality. The historical inheritance of the Nordic courgng that of fairly small class, income, and
gender differences. The Scandinavian route towidw@snodern class structure was paved with the
strong position of the peasantry, the weakeningfipasof the landlords, and with the peaceful and
rather easy access of the working class to théapaghtary system and to labour market
negotiations. This inheritance is seen in smalbine differences and in the non-existence of
poverty (Ringen and Uusitalo 1992: 69-91; FritZellundberg 2005: 164-185). Moreover,
Scandinavia is famous for her small gender diffeesnWhen the municipalities share a great part
of the responsibilities for childcare and carehaf bld and disabled and when the employment rates

of women are high, the gender differences playsderole in the Nordic countries than in other



parts of the advanced world (cf Sainsbury 1999;ikel®92). Keeping in mind the relatively high
welfare benefits, the extensive public services,\aaomen’s good position in the labour market it
has been, somewhat ironically, pointed out than8icevian men are “emancipated from the
tyranny of labour market and Scandinavian womerearancipated from the tyranny of the family”
(Alestalo and Flora 1994: 54-55).

The argument about the existence of a specialdfpevelfare state in the Nordic countries
presupposes an analysis of its historical conditidimis is done in section two below. Our aim is to
show, from a comparative perspective, how the Norgilfare state emerged and became
especially flourishing in the four decades follogiWorld War Il (section three; for more detailed
analyses, see also the individual country histandhis volume). After that, during the 1990s and
the 2000s there have been extensive changes ba#iie conditions of welfare arrangements almost
throughout the advanced world. In the sections &t five we try to analyze how the Nordic
countries have succeeded to maintain their wefeaes in the high waves of globalization and
European integration and faced with the challemjehanging class structures and ideological
discourses. Finally, we shortly discuss the lessmusprospects of our story and situate the
contemporary “Nordic Model” within the boundariefstioe geography of comparative welfare state

research and the current possibility of “de-glatation”.

2. CONDITIONS OF MAKING THE NORDIC MODEL

The Scandinavian Route

Three factors are of major importance in charanitggithe Scandinavian route of a peaceful
process of general change from semi-feudal agraoareties to affluent welfare state societies.
The Scandinavian route was not paved by bourgeo@ution as in Britain and France, or by
conservative reaction culminating in fascism a&a@rmany, or by peasant revolution leading to
communism as in Russia (Moore 1966). These thegesfiormations are:

(1) The increasingly strong position of the peasauinying the preindustrial period which was

connected with
(2) The weakening position of the landloatsd the power-holding aristocracy as a result of

domestic crises and international conflicts thotowdpich Scandinavia



(3) Became a peripheral araa economic and political terms (Alestalo 1986;12t Alestalo
and Kuhnle 1987).

A unique feature in the Scandinavian class fornmatvas the rise of the class of independent
peasants as a result of the individualization oicagiure (increased peasant proprietorship,
enclosure movements (see Osterud 1978: 113-15d yexy peaceful agrarian revolution
(transformation to commercial farming, to a ma@bnomy, and to the utilization of new
agricultural methods). The development with theifafarm as the basic agricultural unit was
different from most of Western Europe (large scalenmercial farming) and most of Eastern
Europe (large manors with quasi-feudal obligatifmngpeasantry) (see also Rueschemeyer et al.
1992: 83-98). The individualization of agricultuww@s an intervention by the Crown and it implied
the weakening position of the nobility that gradélirned into an urban and bureaucratic elite.
The cleavage between urban upper class and peasa#important in the formation of peasant
identity and the rise of social movements and agmngrarties (Olsson 1990). The weakening
position of the nobility was also connected with tollapse of the Swedish Empire and during the
first decades of the nineteenth century the Nardimtries became a peripheral area in the
expanding capitalist world economy (Wallerstein @9803-226). The early industrialization in
Scandinavia was based on success of export ingsistine spatial distribution of these industries
was considerable and no urban slums emerged. Dnerée early working class movement
consisted of industrial workers and a rural pralataln the beginning of the period of mass partie
Scandinavia became dominated by the three polss skaucture: the urban upper class, the
working class and the peasants. In the absendabmtend religious cleavages the Nordic party
structure was for a long dominated by these thodesgRokkan et al. 1970: 120-126; cf also Flora
1999).

Economic Growth and Structural Transformation

While Finland with its fierce Civil War in 1918 drits more retarded, more unbalanced and more
sudden economic and structural development somatiffiests from Denmark, Norway and
Sweden the overall economic development in the Mawluntries was very fast and from the
1870s all four Scandinavian countries belongedthédastest growing economies in Europe.
Denmark with its industrialized agriculture reachled average European GDP-level before World

War I. Norway with her shipping and Sweden with hersatile industries came to the same level



by the year 1950. Finnish developments were nexpansive. Due to high population growth,
one-sidedness of the economy and the serious £tfé®World War Il, Finland’s economic
performance has not been very stable. But duriaglétades following the war Finland belonged
to the fastest growing economies in Europe anekitmed the high Scandinavian level in the 1980s.

Since then, all the Scandinavian countries hava he®ng the richest countries in the world.

In Denmark and in Sweden, the pattern of transftiondrom agriculture to industry and services
resembled that of the earlier industrialized Eurdpgring the interwar years the growth of the
industry was faster than that of services. Whers#reices also expanded, after World War Il, the
share of agricultural population was below oneglir Denmark, Norway and Sweden. Finland
was a latecomer with half of the economically aefpopulation working in agriculture in the late
1940s. After that Finland’s structural developmeat unusually extensive and robust. During the
1960s and 1970s Finland belonged to the countriesewthe expansion of the secondary and
tertiary sector was simultaneous and the sociatttre was one of the fastest changing in Europe
(Alestalo 1986: 14-39; Alestalo and Kuhnle 1987:183.

Peaceful, Democratic Class Struggle — Consensus iHc$

The rising working class was, as the peasantrysidered part of the popular movements and
therefore their ascendancy into Nordic politicsdme, in a European perspective, quite easy — even
if there was some resistance from above. Therealgasfrom the agricultural revolution onwards a
widespread positive attitude to state intervenéind agricultural protection agreements partly
became prototypes ahead of more far-reaching galléind labour market compromises (Castles
1978: 14-15; Allardt 1984: 172, Rothstein 1992)e NMordic model is normally identified by
reference to characteristics of welfare statetunsdins (stateness; universalism) and welfare golic
outcomes (equality). But it seems appropriate tbathird important component, naméyms of
democratic governance- which refers to the way in — or process througihich political

decisions are made. In this respect, the decatteed930s represented a political watershed in all
Nordic countries with national class compromisesveen industrial and agricultural/primary

sector interests, and between labour and capi@ligih the major trade union federations and
employers’ associations. These compromises alse taine reflected at the parliamentary and
governmental level, with political compromises teaat across parties representing various class or

economic interests. From the late 1920s Denmarkalvaad acting as a policy role-model not least



for Swedish social reformers (Nystrom 1989). Neweldss, the title of the American journalist
Marquis Childs’ contemporary book @weden: The Middle W¢$936) captures the path-breaking
change of Nordic politics in the 1930s. The paditaf the 1930s came to be formative for the kind
of Nordic model existing today, though these achieents at the time remained precarious and,

from a broader European perspective, peripheral.

A wide concept of the Nordic model must includeeasp of theactual democratic form of
government — ogovernances a better term - in the Nordic countries, theletron of a specific
pattern for conflict resolution and creation ofippllegitimacy as basis for political decision-
making. This pattern has developed over a longgesf time and is characterized by active
involvement and participation in various, oftentitugionalized, ways of civil society organizations
in political processes before decisions are forynathde by parliaments and governments, most
particularly pronounced through triangular relasibips between government, trade unions,
employers’ associations or similar organizationfoimnstance agriculture. This system of
governance may be label@nsensual governancelhe Nordic countries are small and unitary,
which make decision-making easier than in big anidderal states. The case of Finland’s
development towards a consensual democracy haswaendramatic than in the other cases: itis a
long distance in politics and time from the CivieWbf 1918 to the strongest example of
consensus-building in peacetime Nordic politicgespnted by the ‘Rainbow Coalition’
government — comprising the parties of the commspngocial democrats, liberals, and
conservatives - of the early 1990s, which was dstedd to set the Finnish economy and welfare
state right after the dramatic economic downtumtlypaaused by the break-down of the Soviet

Union and an abrupt loss of substantial foreigddra

‘Consensual democracies’ is a term that generafiydevelopments since the mid-1930s, and
particularly since 1945. Consensus-making hasrbean important element of Nordic politics
partly for the simple fact that coalition governrteeare the rule — especially in Denmark and
Finland-, and - in particular for Denmark, NorwaydeéSweden — the prevalencenoinority

coalition governments. A majority of governmentséngince 1945 been minority governments in
these countries. Denmark is a world champion wheames to minority governments. The Nordic
tradition of what can be callédegative parliamentarism- that the government does not have to
be positively or constructively based on a majarityhe parliament nor to be installed by a
parliamentary majority — has logically appealedht® art of making political compromises:

sustainable political decisions can hardly be maitdleout parties in advance consulting each other,



creating mutual trust, and without government partonsulting opposition parties at any time. The
consensual style of Nordic politics and the expergeof long-term multiparty parliamentary and/or
governmental responsibilities is one reason winyakes more sense to use the geographical
adjective ‘Nordic’ rather than — as many of ouriabscience colleagues do — use the narrower,
political-ideological adjective ‘social democratizhen naming the ‘model’. A partial exception to
this picture is Sweden, where the Social Demodhaiighout the 2Dcentury had a more

dominant position, and where debates on principle®cial reforms at times appear to have been
more polarized (Lindbom & Rothstein 2004; cf alsixho 2007 and Lundberg 2003 regarding

pension policy in Sweden).

A note must also be made on the development ofiblombperation in the field of social policy —
and the consolidation of a Nordic identity - asdas being conducive to the development of the
Nordic (welfare) model. The development of formdEer-Scandinavian cooperation between
parliamentarians started already in 1907. In tieisl fof policy, the first of many regular joint
Scandinavian top political-administrative meetitgsk place in Copenhagen in 1919. Finland and
Iceland joined these meetings in the 1920s, andrditty to an overview provided by Klaus
Petersen (Chapter 5 in this volume) there were theeyears 14 such Nordic meetings of social
policy makers before the Nordic convention on daseaurity was decided in 1955, after the
establishment of the Nordic Council in 1952, andclhrinland was ‘allowed’ (by the Soviet
Union) to join in 1955. These developments inautpataustained Nordic cooperation to this day
across many public policy areas. A common, comperaind comparable, Nordic social statistics
was established in 1946. Not least the fact thafNbrdic countries pioneered transnational regional
cooperation after World War Il has been conducovthe maturing of a concept of a ‘Nordic
model.” And this cooperation developed in spiteliffierent foreign policy orientations - differences
mainly due to the war experience and geopolitiealities during the Cold War — ranging from
NATO-membership in the Western Nordic countriesr@&wwedish neutrality to a friendship pact
between Finland and the Soviet Union in the Eagtarhof the Far North. It says something about
the historical strength of Nordic identity and gteength of relation-building developed both at
governmental and non-governmental levels over g pmriod of time prior to the war that Nordic
political cooperation could be strongly institutadized in the early developing years of divisive
Cold War mentality and international relatioAdter the end of the Soviet Empire, the countries
still relate differently to both NATO and the EUWjtta common Nordic identity prevails and is
given outlet both in common Nordic and in otheemttional fora. Nordic unity on issues of

human rights, welfare and politics is often expeésthrough UN and other international



organizations. The period ever since the early 4230 in terms of welfare state development in
the Nordic countries be characterized as one ofedtimconsensus-building and common Nordic
identity-building. These two elements are crucidas of the conception of a Nordic model.

3. THE RISE OF THE WELFARE STATE

Early Social Policy Choices

The beginnings of the modern Nordic welfare statesmost meaningfully be traced to the last
decades of the fcentury. As elsewhere in Europe, this developmerst at a general level
associated with growing industrialization and uribation, but also with the political innovation of
large-scale social insurance schemes introductteiGermarReichduring the 1880s (i.e. nation-
building and state-formation). The link betweenusilialization and social insurance development
is not clear-cut: Germany was not the most indaisted country at the time, but in countries with

no or little industrialization social insurance didt appear on political agendas.

Quite remarkably, the first major social insuratasgs in the Nordic countries were passe¢@bout
the same timan the course of five years, 1890-1895, in Icdldbenmark, Sweden, Norway and
Finland, and Denmark as the only Nordic countryoidticed more than one law, altogether three,
during the 1890s. Iceland introduced an old agesipern(means-tested benefits) law, which was a
moderation of the poor law, in 1890 (Olafsson 20@®nmark a law offering benefits to
‘respectable’ old people in 1891, and a law on &lies to voluntary sickness funds in 1892, and an
employers’ liability act for cases of industriacatents in 1898; Sweden introduced subsidies to
voluntary sickness funds in 1892; Norway passenhdstrial accidents insurance law in 1894,
where employers were obliged to finance insurancéeir workers; and Finland introduced its
first law on semi-compulsory industrial accidergurance in 1895. The striking simultaneousness
in terms of timing cannot be depicted as a histéboincidence, and can only to some extent be
explained by indicators of socio-economic developnaad political democratization. Denmark
was the most urbanized and industrialized courittige@atime, and in the Nordic context the simple
logic-of- industrialism argument appears to hold general level in terms of scope of social
legislation during the 1890s. But we may ask: whlhe logic of being thenostindustrialized
(Nordic) country and introducing an old age pensam (Denmark) and beingssindustrialized

and introducing accident insurance for industriatkers (Norway). The industrialism argument



does not differentiate sufficiently the Nordic ctgs as to the timing of the first social insuranc
laws, nor does it reasonably account for the adyya of the first laws. In general, various
indicators of democratic development do not perfarath better for the explanation of the early
social legislation. The democratization factor igltrdimensional, and it is not obvious which
dimension should logically be of greatest importafar social policy development. Norway was
the only Nordic country where the principle of pamentarism had been carried through, while
Denmark had the widest enfranchisement, the higbesls of electoral participation and the most

developed party system (Kuhnle 1981).

The overall variations in levels of democratizateonong the Nordic countries and the similarity in
timing of the first social security laws reduce thlanatory power of the democratization
argument, and as we know, neither Germany nor Ruas pioneers in social insurance legislation
in the 1880s, were European frontrunners as to deatio development. But, as we also know,
social insurance legislation can be introducedafaumber of reasons and motivations, a popular
democratic demand being only one of these. It neathhbt the combined effect of socio-economic
development and a relatively politically mobilizekéctorate to some extent account for the fact that
Denmark on the whole was more active in the fid¢ldazial policy legislation throughout the 1890s
than her Nordic neighbours. But a wider Europeanparison of socio-economic structures and
political system characteristics should cautiomgainst simple structural explanatory factors like
industrialization and democratization. Such anysisican only take us a certain distance on the
way to an understanding of the when, how, and foaitypurposes social security legislation came
about. Neither can the similarity in timing of tisocial insurance laws in the Nordic countries be
explained by Nordic political and administrativeoperation and coordination, which hardly existed
at the time. It should, however, be mentioned ithigrnational cooperation between national central
statistical bureaus developed in Europe durindatter half of the 18 century, promoting

collection of various kind of more or less compé#eadiatistics, and associations of national
economists — as the then social science knowleolgentinities — were created at the time and

communicated across borders (Kuhnle 1996).

The German ideas of social insurance of the 188@kly drifted northwards and had a
demonstrable impact upon Nordic legislative adggitand thus othe similarity of timingof the

first Nordic social insurance legislation. Nonetlodé Nordic political and administrative authorities
were alien to social concerns when the German \iation’ materialized and triggered political

initiatives and debates in many European countbesconcerns about ‘the social question’ moved
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higher on the political agenda than otherwise jikebuld have been the case . In Denmark a public
commission was set up in July 1885, after the ggeseéthe first two social insurance laws in
Germany, and after a similar committee, with clederence to the German legislation, was set up
in Sweden in 1884. The Swedish committee was spaltjf asked to study the German program
and propose legislation on that basis. But in lsotimtries, social questions had been discussed and
to some extent publicly investigated for a numierears, especially in Denmark. The Danish
commission of 1885 resulted in plans for accidastirance clearly inspired by the German
precedent, but — as was the case in Sweden —dpegal submitted in 1888 failed in parliament. Its
proposal (of 1887) for state subsidies to recoghsiekness funds based on voluntary insurance led
to legislation in (July) 1892, and had an impaatnuthe proposal by the Swedish commission,
where a similar law was passed, in fact beforeDtheish one, in (May) 1891. But these laws did

not carry the stamp of Bismarck’s compulsory insgea

A ‘Workers’ commission’ was set up in Norway in B3&ith the aim of introducing social
insurance, and with direct references to the Geregislation and the Swedish commission
established, and the law on accident insuranc8% is the only, modest legislative result of that
initiative. Referring to German developments, tihenish Landtagpetitioned government in 1888

to appoint a commission to draft proposals for woliksurance, and one was appointed the
following year with the instruction to outline pragals for accident and sickness insurance. A semi-
compulsory accident insurance law was introducelB®b, while a statute on sickness insurance of
1897 stopped short of offering public subsidies+@Denmark and Sweden — but only implied
governmental auditing of private sickness and menk&inds. In Denmark, the first initiatives for

old age relief with a financial role for the statgginated with a commission established in 1875
and proposals submitted in 1878, i.e. several yesliare the German Kaiser and his Chancellor
Bismarck launched their program in the GerrRaichstag(in 1881). To put it short: the Danish

law on “Old Age Pensions for Respectable Peoplei®aithe Poor Relief System” which was
passed in April 1891 bore no resemblance to thenG@edaw of 1889: its basic principles of

financing, organization, and benefit entittemenesevotally different.

Early social insurance/security developments inNbedic countries were inspired by German

developments, while the sequence and contentglgflegislation hardly at all followed the

% In fact, even if the law had been inspired by Garraxamples, this would likely not have been plpkcmitted:
this was an era of strong anti-German sentimeneimmark thanks to the Danish loss of Sleswig tm@ay in the
Second War of Sleswig in 1864 (cf Chapter 2 is tlilume).

11



German example. To explain early Nordic developmardtate capacity perspective may be
introduced, and has been attempted in a compawisthre growth and characteristics of the central
bureaus of statistics in the three Scandinaviamit@s of Denmark, Norway and Sweden (Kuhnle
1996, 2007). The development of official statisticslosely linked to the process of state-building
and the evolution of a specialized public bureaccr&overnment interest in statistical information
increased as a result of efforts to mobilize resesifor the maintenance of a standing army and a
professional public administration. The developndrdfficial statistics in Scandinavia was part of
a general European development in th8 déntury, and the great breakthrough came aftedutye
revolution in 1830: the period from 1830 to 1858 baen labeled “the era of enthusiasm” of the
history of statistics (Westergaard 1932). From1880s, national official statistics and publicagon
on various subjects stimulated international conspas. In Scandinavia, the strengthening of
constitutional life encouraged the publication tattistics, and the development was clearly
interwoven with state-building processes. Thatstta¢ée could assist in solving social problems,
dealing with new needs for worker protection armbme security, was generally recognized in
Scandinavia at the time of the German social imeedegislation. German legislation came at a
time when the Scandinavian countries were poliffcahd intellectually ‘prepared’ or ‘ripe’ for

state social action.

The development of the statistical offices, th@rywng capacity, their orientations and actual
experience with collection of various kinds of stfts, historically can be hypothesized to have
been an important variable accounting for variaionthe type of first social security law
introduced in various countries, i.e. for whichisbsecurity purpose it was administratively - and
possibly politically — easiest to introduce legigla. It maybe accidental that Denmark as its first
law introduced an old age pensions scheme; thatl&wirst introduced sickness insurance, and
that Norway and Finland first introduced industaatident insurance, but the proposition would be
that these variations can be explained to a laegees by different characteristics of state
administrative capacity. The statistical preparsdrfer social legislation differed as well as the
capacity to undertake large-scale data collectftorts on short-term basis at the time when
Bismarck’s conception of state social insurance exagmrted from Germany and ‘had to’ be taken
more seriously politically. An additional factortise elite interconnections, or embryonic epistemic
communities, within the countries (statistical estise; academic economists; government officials
and politicians). Milieus representing empiricatist-scientific knowledge developed within and

outside relatively independent governmental staishigencies. The conception of ‘social

12



statistics’ was formed. The variable availabilifystatistics affected policymaking alternatives in

the early era of social insurance discourse.

The Breakthrough of Universalism

Denmark and Sweden were the first Nordic countoaatroduce universal coverage in the core
schemes of the welfare state, sickness insurartcpamrsions. During the 1890s these countries
conducted a reform where the state started prayisiiisidies to earlier voluntary funds. The same
procedure was followed in Denmark and in Swedeahéncase of national pensions. Sweden
introduced national pensions in 1913 and Denmatk a/series of reforms in 1891, 1922 and 1933.
Especially in the case of national pensions systeémiand and Norway were late-comers
introducing national pensions in the mid 1930sisAgresented in Table 1 all four Scandinavian
countries implemented general child allowances atnmomediately after World War Il. In Finland,
in Norway and in Sweden these allowances were loaséfits, in Denmark the allowances were

composed mainly of tax-deductions.

Table 1.Year of Introduction of the First Universal/Comparg Social Security Schemes in the
Nordic Countries (see note under the table).

Denmark Finland Norway Sweden

Scheme Year of introduction of the universal/compulsoryeme
Industrial 1898 1895 1894 1901
accident 1916 1917 1901 1916
insurance 1921
National 1933 1963 1909 1955
sickness (semi-compulsory) 1953
insurance
National 1891 1937 1936 1913
pensions 1922

1933
Unemployment - - 1938 -
insurance
Child 1952 1948 1946 1948
allowances
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Source: Flora & Alber 1981; Kuhnle 1981, 140; FI&@86 (4), 12, 23, 81, 88, 144, 210. NOTIHe table only lists
the laws that introduced compulsory insurance @nedmpulsory contribution to social security sclesmil hey all end
up as universal, but first laws were generally tgdiin worker or population coverage, except fer1813 Swedish

pension law and the laws on child allowances whiehe universal from the start.
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Among the growing Nordic welfare states rural and-mdustrial Finland proved to be an
exception during the interwar years. Due to hertjgpsas an interface periphery independent
Finland belonged also to the new (East-) Europ&stesemerging from the ashes of the First
World War and of the Austro-Hungarian and Russiapiees. As elsewhere in this area land
reforms were conducted with highly increased nunabemall farms. As an inheritance of
enclosure movements and the fierce Civil War in8li&# land questiobecame an important
political and social issue, more important ttia@ social questiothat dominated the political
discourse in the other Nordic countries. The lastireform took place after Wold War II. As a
result, Finland became a late-comer among the Nami Western European welfare states.
Finland was the last Western European countryttodace sickness insurance in 1963 (Flora &
Alber 1981, 59). In the early 1960s, in terms ofeamage of major welfare schemes Finland reached
the other Nordic countries but in terms of the cengation levels Finland stayed much behind the
other Scandinavian countries (Alestalo, Uusital&l&ra 1985: 192-202).

In presentations of the ‘Scandinavian/Social destocmodel’ there has been an emphasis that the
social democrats have been the main advocateswdraalism in social policy (Esping-Andersen
and Korpi 1987: 49-55; Esping-Andersen 1990: 26-R9yi Salminen’s detailed analysis on the
making of the pension policy in the Nordic courgrdemonstrates that the universalistic pension
policy was more on the agenda of the agrariangsar8ocial democrats supported a combination of
universal and work performance model. They pretethegh pensions for all gainfully employed

but not necessarily for the community as a wha&&lninen 1993: 360; see also Hatland 1992).

The Golden Age of the Nordic Welfare State

The three decades from the early 1960s to the £ttt A 980s were the golden age of the Nordic
welfare state. During this period there was a cafelprocess where Finland, Iceland and Norway,
which in the 1950s spent a smaller proportion efrtleDP on social security than Denmark and
Sweden, bridged the gap to Denmark and SwedenteBhgrowth of social expenditure was very
fast especially in Iceland but also Finland andwgr had higher growth figures than Denmark and
Sweden. Despite the different growth figures Sweademained as the leading Nordic welfare state
during these decades. Sweden used more resoureémast all major programs than the other
countries. Together with Sweden Denmark was a piookthe welfare state even in the 1960s but

after that it lost this position and stayed atléhwe! of Finland and Norway in the 1980s. Her
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economic growth was slower than in the other coesmiand unemployment and social assistance
expenditures increased from late 1970s fasterithtlre other countries (Alestalo & Uusitalo 1992:
37-68)

Long term comparisons on the development of pudtiployment are nowadays possible only on
the basis of the information coming from the OEQDe data is based on the System of National
Accounts which utilizes the concept “producers @fgrnment services.” The definition includes
central and local bodies in administration, defehealth, education, social services and promotion
of economic growth and it excludes most public gises. If the public enterprises are taken into
account the share of the public sector of the labmge comes almost or over ten percentage points
higher in all Nordic countries. With the excepti@inSweden, the Nordic countries did not deviate
much in terms of the scope of government employrfrent the other countries in the OECD-area
in the 1960s. Between 1970 and 1985 most of empaygrowth in Scandinavia was a matter of
public expansion. Especially in Sweden and in Dekrttee expansion was very fast. In 1985 the
government employment went beyond 30 per centtaf &mployment in Sweden, and Denmark
came quite close with 30 per cent. Finland and Mgrstayed at a much lower level (see Table 8)..
The Nordic countries deviated from other advanaathtries because the expansion of the service
sector was mainly a welfare state phenomenon. Adreasing female labour force participation
was paved by the expansion of public employmergoAh this respect Sweden was the leader,
followed by Denmark, while. Finland and Norway stdyat somewhat lower level. In Sweden,
Denmark and Norway a great proportion of this cleacgme through the increase of part-time
work but the fate of Finnish women was full-timenw@Alestalo, Bislev & Furaker 1991: 36-56).

Despite some inter-country differences the genmatiern of change was quite similar throughout
the Scandinavian area. Public sector employmerdredgd and the welfare state covered the whole
population and was able to offer services and basiefits to people who confronted serious social
risks. As the editors of the bodlhe Scandinavian Mod€1987) a bit proudly state: “In social
policy, the cornerstone of the modelisiversalismThe Scandinavian countries have — at least on
paper — set out to develop a welfare state thaides the entire population. Global programs are
preferred to selective ones: free or cheap edutétioall in publicly owned educational institut®n
with a standard sufficiently high to discourage deenand for private schooling; free or cheap
health care on the same basis; child allowancalfdamilies with children rather than income-

tested aid for poor mothers, universal old-age ipessincluding pension rights for housewives and
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others who have not been in gainful employmentegarhousing policies rather than “public

housing”.” (Erikson, Hansen, Ringen & Uusitalo 198if-viii).

4. CHANGING CONDITIONS FROM THE 1990s ONWARDS

The conditions surrounding the Scandinavian welésages of the 1990s and early 2000s contrast
sharply to those of the immediate post-war peridgds is not to say that all that was solid has
melted away. For instance, the Nordic countriesstiliea stronghold of Lutheran Protestantism, the
state-church relationship historically always m#udem different from predominantly Catholic
Continental Europe and continues to do so. Howeseaylarization has made headway and the
state-church complex is gradually disintegratimgSweden, for instance, the Church of Sweden
became a ‘voluntary’- even a voluntary welfaregaorization in 2000 and actually the largest of
this kind as its membership still comprises thegmeajority of the population. Moreover, in
Denmark and Sweden in particular international atign and the changing demographic
composition of these populations have made botiC#tholic church and various Muslim
congregations important religious association® atssignificant welfare providers. Furthermore,
earlier mobilizing social movements such as thepenance movement have declined in importance
in Scandinavia while others have become much nmstgutionalized and less mobilizing, for
instance the trade unions, employers associatémisthe agricultural co-operatives (Olsson 2001).
New social movements have seen the light of daytlamekd in Scandinavia, feminism and
environmentalists in particular, though more asvoets than earlier movements (Tranvik & Selle;
2007; Papakostas 2001; cf. Olofsson 1988). Belowligeuss five parameters of such large-scale
social change more or less conducive to welfarte stewelopment: international migration and
demographic change; globalization and Europeagiat®n; economic development;
transformation of the class structure; and finallyote on ideological changes and the rise — and

fall? — of a new mode of thinking, or “neo-libesat”.

International Migration and Demographic Change: From Homogenous to Heterogeneous

Societies?

Since Napoleonic times and the decline of monaathide, the four Nordic countries have been
extremely homogeneous, with the partial exceptiofitiand, where a Swedish-speaking minority

has been recognized ever since the Tsarist eraetowas the Saamis of Lappland has consistently
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remained the majority populations, the distincti@tween various types of settlers is ambiguous.
Until the early 1930s the Nordic countries wer@atsarked by emigration as large numbers of
people moved to North America in particular. Aftee Second World War this pattern was
reversed by two waves of migration. During theyepdst-war decades, labour migration turned
Denmark, Norway and Sweden into recipients, whiltgéalRd continued to send people abroad,
above all to Sweden. During the boom of the follogvdecade labour migration from Southern
Europe was encouraged and, thus, the Mediterramedd also provided numerous immigrants.
From the 1970s, the main new settlers in Scandinaave been refugees, asylum seekers and
family reunification migrants, now also coming frdorther south and east. Though no longer a
sender, Finland has continued to be a partial @xarefo this pattern of international migration.erh
main pattern, though, is part of a global movenfiemh South to North, and the trend was
accentuated in the 1990s with a large influx ofgbedrom war-torn Yugoslavia, later on also from
Irag and Somalia. As we approach the second daxfatie new Millenium, less than one million
foreign-born in Sweden and almost half a millioslean Denmark and Norway (these figures do
not include these migrant’s children and grandeoaildorn and raised in Scandinavia) are
contributing to a dramatic demographic reconfigoratNordic societies, have ceased to be
ethnically homogeneous and are now fairly heteregas. This has had effects on class structures
(most newcomers were initially working class) adlas on the welfare state as strong attempts
have been made to culturally assimilate and sgadiatiégrate peoples from afar into the
Scandinavian nation(-state)s. In terms of systdegnation the guest worker approach was
abandoned early on — active labour market integngirograms included language training as well
as social studies — in favour of participatory podil-institutional solutions including the right t
vote in local elections after a few years of resw@e There was a strong public concern about the
fate of the children of first-generation immigraatsd their chances of social mobility (higher
education). Ambitious state-sponsored social incluprograms - from pre-school facilities to
service homes for elderly — were started, partityla the metropolitan areas. Performance has
fallen short of expectations. The "failure of sdamegration policy” — outsider status or social
exclusion in particular in certain metropolitan sthis (social segregation) — has been a bone of
contention between government and opposition (Haggmi et al 2006). In a globalized world

these welfare states are facing a threat of deagjliion.
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Globalization and European Integration

The Scandinavian or Nordic welfare states have yv&en ‘global’, in the sense of both
participation in the international economy as vesllin inter-state organizational cooperation from
the regional intra-Nordic to the truly global ILON etc. besides being prepared to learn from
foreign examples, such as the locally adaptedaltytGerman-, later British, welfare state. Apart
from continuity in military security which here sphby imply that in 1949 Denmark and Norway
joined NATO while Finland and Sweden stayed outgust-war European integration meant for
the Nordic countries at first in particular coogama within the European Free Trade Association
(‘the seven’), from the 1970s a move towards ‘ttxevgith Denmark in 1972 as the first Nordic
member-state of the then European Economic Commdirtie same year a popular referendum in
Norway turned down this alternative. However, Derlfeas been a rather reluctant member and
several times voted ‘No’ to deeper European hargatimn and integration including a ‘No’-vote in
1992 to the Treaty of Maastricht. It should com@asurprise, that its welfare state has remained
distinctly Danish, and Nordic (Hilson 2008; cf alSoul Andersen 1999, Christiansen et al 2006;
Petersen 2006).

With the end of the Cold war again Norway but d&gsdand and Sweden approached what was
now the Single Market, and soon also the Europedari) Negotiations opened, and agreements
were signed. Thus, from the early 1990s the thoeatries became much more integrated with the
Union and its internal market as part of a largeroean Economic Area. Nation-state member-
ship in the Union again reached the political ageawld in 1994 there were three separate popular
referenda whereby Finland and Sweden decidediahe Union as of 1995 while the Norwegians
once again ended up with a ‘No’ on the basis adidwisory referendum. With the start of the
monetary union in 1999, however, only Finland joirlee Euro-zone (Euro came in everyday use
in 2002) while both Denmark and Sweden kept tlogial currencies. Simultaneously, all three
countries have within the European institutionel&ures been pushing the opening up of the
Union eastwards towards former Soviet allies, thodgoreover, they have been actively involved
in various practical initiatives in the Baltic Saaea, Estonia, Latvia and Lithuania in particular
though not primarily as a social policy model @&idukaite 2004). Nevertheless, as a consequence
of recent European integration the Nordic countniage become part and parcel of the European
social model but kept most of the distinctivendsissoown part of this model (Montanari et al.
2008).

19



Economic changes

Thus, the new world — including a new-old Europafter the demise of the Soviet Union and the
subsequent collapse of the Soviet-Russian econ@syrtade the Nordic welfare states even more
regional, and global as well. Of the structural refes perhaps most important has been the
increasingly free flow of capital. Western credianket deregulation made nation-states — including
the Nordic ones except Norway — as borrowers maleevable to foreign investors. It is not
surprising that the upcoming recession of the e&f90s severely strained the public finances
although Denmark managed to keep its spending bt#ievbudgetary target. The first half of the
1990s was in particular for Finland and Swedenraogef acute crisis, and the welfare state came
in for scrutiny with the rise of globalization asnaw figure of thought not least by professional
economists. Denmark and Norway, however, were dffested by the general downturn at that
time. Growth rates went down across the board wbdéh Finland and Sweden had negative
growth for several years during the first half be€t1990s. The Soviet Union was an important
trading partner with Finland, and the ties betw#®n Finnish and Swedish economies close. In
Sweden, the market value of the private housinglamrking sectors almost faded and had to be
saved by initially costly but retrospectively inraive policy initiatives. At that time, the finamg

of the welfare state was in jeopardy. The fiscapkis suddenly disappeared and public finance
balance deteriorated sharply. The resulting dsficieated a lot of anxiety about the sustainability
of the welfare state and the possibility of finamiuniversal welfare systems. Thus, the welfare
state was challenged from within as well as from dlitside world. In Finland the economy spun
into a vicious circle of negative economic growdtes, a rapidly growing budget deficit, severe
bank crisis, increasing foreign dept, depressededti;m demand, tightening taxation, and sky-
rocketing unemployment. Nevertheless, no fundanhehtanges in the main welfare schemes were
made but there were a wide variety of minor adjestis and cuts in welfare benefits and services
(Alestalo 1994: 73-84).

From the mid 1990s, however, not only Denmark aodwdy but also Finland and Sweden have
shown rather impressive figures of economic develut (Figure 1). Modest, steady growth has
characterized the period up to the most recensaisthe end of the first decade of the 2000kg(‘t
global financial meltdown’) and the outside worldfiest rather surprised started to look with envy
on the well-financed Nordic welfare states. This h@assured both global and national investors’
confidence in public borrowing and it is probabiye to say that the welfare states of the Far North

of Europe have stood the test of globalization.
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Figure 1. Gross Domestic Product Per Capita at Fixed Pr{€@mmstant PPP’s, US dollars) in the Nordic
Countries and Different Types of European Welfases, 1970-2007.*
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Moreover, during the last decade in survey aftevespiof the global business environment,
competitiveness and transparency the Scandinawantiges have consistently scored well, very
well to be exact. The world-wide ranking of nati@tsording to indicators of competitiveness
made by the World Economic Forum — a list was céeadpin co-operation with the Center for
International Development at Harvard Universityirlé&nd, most severely hit by the recession in
the Nordic area in the early 1990s, actually waked Number 1 already in 2000, replacing the US
which was on top of the ranking the previous twargeMoreover, the other three main countries of
the far North of Europe belonged to the ‘top 20&rinark, no. 6 (up from 7 in 1999 and 8 in 1998),
Sweden 7 (nos. 4 and 7 in previous years), and &pne 20 (previously 18 and 14). This pattern
has continued throughout the first decade of thve Mélennium though inter-Nordic ranking has
changed over years. According to the Global Cortipetiess Index in 2006, the Scandinavian
states are among the first worldwide: Finland:\2e&en: 3, Denmark: 4, Norway: 12 (World

Economic Forum 2006).

Furthermore, the Scandinavian countries had hilgeur productivity, defined as GDP per person
employed, in the 1990s than the average of EU casrand the USA and labour productivity was
rising in the last decade compared to the prevomes(Kuhnle, Hatland and Hort 2003). European
countries vary a lot in terms of scope of governnenployment and size of public sector, but the
experience of the Scandinavian countries is tist glowth in government employment has been
quite compatible with expanding welfare states ermhomic growth; that there is thus no clear-cut

relationship between scope of the welfare statee@ndomic performance.

Changes in class structure

Although the making of the Scandinavian welfaraestaas filled with conflicts between workers’
and farmers’ parties and, on the other hand betwesse and the conservative, urban-based parties,
the absence of the feudalistic structures, the loconcentration of landholdings, rural
industrialization, non-existing urban slums and-earsting religious or ethnic cleavages, make the
important socio-economic structures unitary in $oaavia. In the period of the making the welfare
state Nordic societies were dominated by partigsoot workers, of poor farmers and of not much
affluent urban residents. And it is relativelysgao understand that this constituted a unique
foundation for universalistic, state-centred andiadity-directed welfare structures. In Central
Europe, for example, the high level of economicanigations, guilds, mutual benefit organizations,
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different kinds of trade unions and greater vaviadi in affluence, a more fragmented system
emerged (Alestalo & Flora 1994: 60-61; see alsaréll 1984).

Table 2. Economically Active Population According to Pres8ncio-economic Position in the Nordic Countri2306.

Denmark Finland Norway Sweden

Present socio- %
economic
Position

Managers,

professionals and 27 22 17 23
upper white-collar

workers

Lower white-collar 39 38 53 49
workers

Small entrepreneurs
and managers of small 3 3 2 1
enterprises

Blue-collar workers 28 31 25 25
Farmers and other

agricultural producers 3 6 3 2
Total 100 100 100 100
(N) 1418 1806 1672 1783

Source: European Social Survey 2006. Note: Incledéscivilian employees, population over 15 yeafrage.
http://www.europeansocialsurvey.or@february 18, 2009).

Classification (ISCO 88): Managers ...(1000-1239,236000, 3142-3144); Lower ...(3100-3141, 3145-5220);
Small ...(1300, 1310, 1312, 1319); Blue-collar ...(606000, 6140-9330); Farmers ...(1311, 6110-6130).

The fast economic growth, rapid changes in theasativision of labour and high increase of
educated people during the decades following W& Il have transformed the structural base of
the Nordic welfare states. The number of farmessaimost diminished and there has been a strong
decline in the proportion of manual workers. Ecorgaify active people in present-day
Scandinavia are mostly various kinds of white-aoNarkers among which well-educated and well-
off middle class people have a high proportion (&d). Although the coding procedure used in
Table 2 may exaggerate the share of upper whitarsolith some percentage points the class
structure in the Nordic countries do not deviatecmirom that in Continental Europe or in Great
Britain (Leiulfsrud et al. 2005, 28-37). Changesclass structure are among the most important

challenges arising from the changing preconditimirthe Scandinavian welfare state.
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Ideological and Political Changes — The Age of Ndaberalism?

Finally a note on epochal changes in mindset: éemedecades the new global set-up and its
cultural repercussions has entailed some chanfgsiaf also the geopolitical status of
Scandinavia and its welfare state model. The egtedominantly West-East Global Cleavage has
been replaced by a North-South divide: the Northdizsorbed the old West and the rest is South,
although the new East — East, South-East and imts recent decade even South Asia (India) —
gradually have come to challenge that axiologitaktn. Moreover, in the Northern camp, on the
fringes of the new-old world the Far North hasitssif apart as a somewhat different world of
Welfare States. With the new wave of globalizat@ngast since the 1990s the Scandinavian
model has come under increasingly closer internatiscrutiny and seems to have had to ‘adapt’ or
adjust to the new secular mode of global sociahwization: neo-liberalism. To some extent this is
true. Rather ironically, also in Scandinavia SoEiamocrats came to sing neo-liberal songs. In the
social policy debate of the 1980s and 1990s, manmyntentators and researchers began to argue
that, if the welfare system grows too large, iksiperverting incentive structures in both working
life and society in general. Welfare breeds a ddaehunderclass. Pundits and professors alike
pointed to what they considered to be excessiveherpus sickness and unemployment benefits,
and to the manifold opportunities for drawing diabpensions, and they claimed that this
excessive generosity resulted in various formsvef-aitilization and over-insurance. Such
spokesmen have maintained that the assumptionelstdite of far-reaching responsibilities for the
well-being of citizens leads to a moral weakenihthe various networks of civil society - families,
neighbourhoods - and that the persons receivingtaasse are relieved of responsibility for their
own actions. They claimed that social policy, ifdning, worsens the problems it sets out to solve.
This critique is by no means new, of course; gtieecontrary; the debate over the ‘spirit of wedfar
dependency’ raged already at the dawn of sociatydioth in Scandinavia and elsewhere but took
a new turn with the rise of the global neo-libexgénda. The next step was to start the

“fundamental reassessment of the role of the pwglator” (Saunders and Klau 1985: 12).

What was new was the renewed energy with whichdtiisjue was put, together with the fact that
those expressing it was also be found on the tefteopolitical spectrum (Kuhnle and Hort
2004:13-17). Growing macro-economic imbalances@dftermath of the so called oil crisis of the
mid-1970s, made the fiscal crisis of the statecament theme in the discussion about the

relationship between state and economy. perhapswidaly articulated within the profession of
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academic economists. All over the Western worlghartant segments of this profession turned
towards a critique of the earlier dominant paradarKeynesian macro-economic planning in
favour of monetarist laissez-faire neo-classicahetnic thinking. In such circles, the welfare state
was no longer looked upon as a solution to bueradls a source of the crisis. Perhaps less so in
Scandinavia than in other parts of the developeddynevertheless this strand of thought became
an influential voice in the public debate. Domestitics of the welfare state in Scandinavia argued
that the growth of the public sector had causeghstizon in the growth of the overall economy as
increased taxation crowded out private investmantsprivate entrepreneurship (Dowrick 1996; cf
also Agell, Lindh and Ohlsson 1997). For a whilis thas mainly an academic critique of national
policy-making although a tax revolt in Denmark abtg in the early 1970s pointed out a weak spot
in the welfare state consensus (Norby Johansen) 188@/ever, with growing crisis symptoms all
over Scandinavia the impact of this kind of thirkkimidened. But it was not until the early 1990s,
when the economic crisis severely hit two of theamal economies of the region, Finland and
Sweden, that the true possibility of the neo-libémemula became visible also in the heartlands of
the welfare state, and the academic economists ¥drile came to dominate policy reorientation (cf
Lindbeck et al 1994).

However, a universal welfare state can be seen ag@eriment in solidaristic behavior on a
massive scale (Kumlien and Rothstein 2005; Roth&@01; Baldwin 1990). If benefits are widely
and systematically abused, or perceived being donthis solidarity comes under severe stress.
Thus, the solidarity necessary for the preservatidhe system is not absolute but conditioifal

the profession of academic economists in large rusleft the post-war consensus behind the
welfare state, a different pattern is to be founthe Scandinavian population at large. While the
academic as well as part of the political elite passtioned the efficiency of the welfare state, in
contrast the attitudes among the great majorithefpopulations in Scandinavia has remained
solidly in support of most social programs andantigular universal social programs (Nordlund
2002; Svallfors 1996). Thus, with an impressiveneeoic performance from the second half of the
1990s, gradual changes in the underlying sociatsire and a rather stable political system slowly
integrating into a larger Europe, it should com@@asurprise that during the present decade the
Scandinavian model has regained something ofatssas an alternative or supplement to the
dominant — global or American — societal modelalinagmented Europe in recent years, it is the
performance of the universal welfare states oR&eNorth, not the continental or blairite Anglo-

Saxon types, that has injected new energy inté&cthrepean Social Model.
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Summarizing section four, the Scandinavian welfacelel, while having been put on some severe
tests in the early nineties, particularly in Fidaand Sweden, has been able to revitalize and
maintain its core elements of universality and a@ti and economic stratification. We refute
perceptions that see the end of the Scandinavidfareestate and attempt to explain why the
welfare state in the Nordic countries has not crechbWe will look at institutions and outcomes
from a macro-perspective with the goal of showinggld policy developments. Using selected data,
we will illustrate where changes in the Scandinaweelfare model have occurred and will draw
some tentative conclusions as to the regional émite of globalization on the Scandinavian welfare

model.

5. SCANDINAVIAN WELFARE STATES IN THE 1990s AND 2000s

Initially the 1990s was a period of crisis whil@tfirst decade of the new Millennium has witnessed
a renewed international interest in the Nordic Mo@@adually the welfare state has regained some
of its strength. Approaching a new global econoanisis the solutions to the financial crisis of the
early 1990s — in particular as regards the bankictor — have become another Scandinavian
model for the world to follow at the entrance imtaew period of crisis or “financial meltdown”.
Focusing on welfare and organization between twsesr- in which ways have these welfare states
changed: how and why? First we will focus on poligvelopments, then on social expenditures

and welfare cutbacks and reorganizations. Whattalnttaomes: poverty and in-equality?

‘Work-, Woman and Family-Friendly’ Policies Includi ng Increasing ‘Child-Friendliness’ but

less ‘Immigrant Friendliness’?

Economic growth is possible with a number of weldfatate constructions, of different scope and
generosity including the type characteristic of Hae North. Growth and efficiency are not the sole
goals of Scandinavian national welfare politics thaty have definitely been reinforced, even
reinterpreted, during and after the crisis of tB8as. Still, they are not the only political andisb
goals. Some goals may even partly be consideratehiduch as pro-natalist ones (e.g.
demographic growth or policies that may promoteaased fertility rates). Politics and welfare
state construction are also about equalizatioif@thances, social justice, social security, docia

cohesion and stability. All of which are also irrieais ways related not only to economic growth
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and dynamics of economic development, climate wéstments, etc., but also to political
preferences, ideologies, interests and values., Wit kinds of welfare state policies are possible
is also at all times a question of what is congdeatesirable by parties, voters and governments,
and what is considered desirable — what the state@ndought todo (Rothstein 1994) —is a
guestion of political and cultural context (norragpectations, value structures: fairness, justice,
cohesion, stability, material and physical secumgll-being, etc.) as much as a question of lebel
economic development and theories and knowledgeesfequisites for economic growth and

efficiency.

Among the many characteristics which can be asgitibéhe Scandinavian type of welfare state is
its ‘work-friendliness:’ the persistent effortsdevelop social security and labour market policies
which promote ‘full employment’ and which have hedipput the Scandinavian countries on top of
the list of employment ratios of OECD countrieseirg) among the most comprehensive welfare
states, providing income transfers and services more universal basis than elsewhere in Europe,
it is interesting to note that all of the Nordicuotries showed increasing labour productivity ia th
1990s compared to the previous decade, and th&uekewas everywhere higher than for the USA
and for the EU average (Kuhnle, Hatland & Hort 20@3nong European welfare states, the
Scandinavian countries were also the most ‘wonfamily- and child-friendly’(Hernes 1978;
Esping-Anderson 1999; 2002; 2005 ), i.e. in teofnisaving developed policies conducive to
labour force participation of both women and mefamilies with children and/or other care
responsibilities — which may be another way of iagkat the degree of ‘work-friendliness’ of
welfare states. In one way, such government schemagde considered both ‘work-friendly’ and
‘family-friendly’. If families are relieved of somef their ‘burden’ (itself a contested concept) as
care-givers (for their young, old and sick familgmmbers) labour market activity and labour
mobility can increase, and thus also economic gty and growth. Government social policies
can provide the basis for flexible solutions fanfhes, for employees and for firms. Social polgie
can make it possible, if desired, for both husbamd wife to combine family obligations with full
(or part-time) gainful employment. The Scandinawanntries have for long had the most
extensive provision of (local) government welfanel @are services for children and the elderly of
Western welfare states (Kohl 1981; Anttonen & %idiD96: 87-100; Kautto et al. 1999). When
referring to policies oriented towards gender eityiebcandinavia usually comes to mind first.
Daycare for even the youngest children, generotenpa leave for mother and father and
numerous further support programmes have creategttaical landscape of Scandinavian gender

equality for women worldwide. As the Table 3 belskow, the Scandinavian states have been
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forerunners in cash and social services for famikdéow much of this core feature of the
Scandinavian welfare model is part of reality? Huave family and gender policies changed over
time?

Table 3. Total Family Expenditure as a Percentage of Ghassestic Product in Different Types of European fatel
States, 1980-2005, (unweighted averages).

Year 1980 1985 1990 1995 2000 2005
Denmark 2.8 2.6 3.2 3.8 3.1 3.2
Finland 1.8 25 3.2 4.1 3.0 3.0
Norway 1.8 1.9 2.7 3.5 3.0 2.8
Sweden 3.9 4.1 4.4 3.8 2.9 3.2
Nordic 2.6 2.8 3.4 3.9 3.0 3.1
Countries
(average)
Continental 2.6 2.3 2.2 2.3 2.4 2.4
Europe
Southern 0.7 0.5 0.7 0.7 1.1 1.2*
Europe
United 2.3 2.3 1.9 2.3 2.7 3.2
Kingdom
OECD Total 1.6 15 1.7 1.8 1.9 2.0

Classification of countries

Continental Europe: Austria, Belgium, France, Gatypahe Netherlands
Nordic Countries: Denmark, Finland, Norway, Sweden

Southern Europe: Greece, Italy, Portugal, Spain

* Figure for Portugal for year 2005 is missing.

Source: OECD. Compiled using OECD StatExtracts@marceOECD: Social and Welfare Statistics, Social
Expenditure, Aggregated Dafatp://stats.oecd.or(february 11, 2009).
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While many continental European countries have supg a traditional family model, the Nordic
countries have promoted the dual-earner familytifeursupport for gender equality emanates from
an individual based tax policy: instead of taxiagilies, the Nordic countries tax each family
member independently. The incentive for both pastb@ work is thus higher, especially compared
to the Continental welfare model (Kangas & Palm@32@6). It is also remarkable that the
employment rates of men and women in the Scandinasountries show the lowest disparities in
Europe. This is especially important since emplaytmates of women in continental Europe
decrease significantly after marriage (and chiljirelowever, women in Scandinavia are largely
employed in the public welfare sector, thus leadongccupational segregation. Recent decades
have, however, indicated an increasing convergentms of female employment throughout the
Western and Continental Europe. Southern Europeantiges imply the fastest growth figures, but
especially when compared with the figures from1B&0s Continental Europe and United
Kingdom are approaching the high Scandinavian égfable 4).

Table 4. Female Labour Force Participation Rate Among Tleéshale Population Aged 15-64 Years in Different
European Welfare States, 1960-2007 (unweightechges}.

Year 1960 1974 1980 1990 2000 2007
Denmark 43.5 63.2 71.9* 77.6 75.9 76.4
Finland 65.6 65.5 69.4 73.4 72.1 73.9
Norway 50.1 50.0 62.2 70.7 76.5 76.5
Sweden 36.3 64.9 75.3 82.5 76.4 78.2
Nordic 48.9 60.9 69.7 76.1 75.3 76.3
Countries
(average)
Continental 42.1 45.2 46.9*% 53.0 61.7 66.7
Europe
Southern 31.6 37.6 40.7* 47.1 53.2 59.2
Europe
United 46.1 54.3 61.7* 67.3 68.9 69.8
Kingdom

Classification of countries

Continental Europe: Austria, Belgium, France, Germé&mg Netherlands
Nordic Countries: Denmark, Finland, Norway, Sweden

Southern Europe: Greece, Italy, Portugal, Spain

* Figures for Denmark, Belgium and Greece are fy@ar 1983; figure for United Kingdom is from ye&81.

Source: 1960-1974: OECD (1997) Historical Statist@®80-1995 (p.41).1980-2007: OECD Annual Labour &&mtistics.
OECD.Stat. Statistics Database: Labour Force StatidtFS by Sex and Age - Indicatohtp://stats.oecd.orApril 17, 2009).
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In a comparative perspective, family schemesstilhd out as most generous in terms of paid
maternity/paternal leave which indicate that theyyevan important welfare priority even during a
period of troublesome public finances and econdnorioulence. Parental leave schemes, the most
generous paid parental leave schemes in the weeld consolidated during the 1980s and the
1990s. In Denmark and Norway in particular, suatgpms were even grossly extended (for
Norway, see Berven 2005). Family- and childrenrfdig policies have been a top priority and
more protected against cuts and retrenchmentsatia@n social policies in recent periods of
economic and public budget strain. Fertility rdtase been fairly stable though not unaffected by
size of previous generations as well as by thésatself (Table 5). Excluding Denmark, the
Scandinavian child poverty rates still are the Istne OECD countries (Ferrarini & Forssen 2005:
118-146). Nevertheless, low levels of income amgingle mothers remain as a policy challenge.
Perhaps most important is that family programs hme@me more generous in terms of
encouraging fathers/men to take a more activeipaine upbringing of children. Thus, it seems
reasonable to argue that the strength of suchipsleorrelates with the massive inclusion of
women in politics and public administration in Sdemravia. It is thus no coincidence that
'Scandinavian state feminism’ has become a famil@ion almost all over the world. Pragmatic
and operational lessons from the Scandinavian expsEx have recently been drawn by other

nations, e.g. Germany in terms of family polici8sl{iller and Kuhnle 2007).

Table 5. Total Fertility Rate (Average Number ofil@ren Born to Women Aged 15-49 Years) in Differ@gpes of
European Welfare States,1960-2005 (unweighted gesya

Year 1960 1970 1980 1990 2000 2005
Denmark 26 2.0 16 17 18 18
Finland 27 18 16 18 17 18
Norway 2.9 25 17 1.9 1.9 18
Sweden 2.2 1.9 17 21 15 18
Nordic Countries ¢ 2.0 17 1.9 17 18
(average)

Continental 27 23 17 16 16 16
Europe

Southern 26 21 17 1.4 13 14
Europe

United

Kingdom 27 18 1.9 18 16 18

Classification of countries

Continental Europe: Austria, Belgium, France, Germémgy Netherlands
Nordic Countries: Denmark, Finland, Norway, Sweden

Southern Europe: Greece, Italy, Portugal, Spain

Source: 1960-1990: Castles (1998: p. 265); 2000-2D@®stat Statistics Database, Population andaS@Gcinditions, Population,
Demography-National data, Fertility, Fertility lmditors: Total Fertility Rate 1960—2005.
http://epp.eurostat.ec.europa.eu/portal/page/gpoalilation/data/databagpril 27, 2009).
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A judgement of ‘work- and family-friendliness’ caifso indicate the degree of ‘business-friendly
environment’. Our main thesis is that social ségwand business are not incompatible phenomena
like fire and water: whether they are in harmonyganflict depend upon the concrete construction
of the system of social security and its interphath the society, and its cultural and political
characteristics, in which it works. The primacyadrk has always been central to Scandinavian
welfare legislation, characteristic for these weldfatates is the close relation between the
institutions of welfare and work; the Scandinaviauntries stand out as both ’strong work
societies’ and 'strong welfare states,” sometimasndabelled (Schumpeterian) 'workfare states’
(Benner 1999/2000). Thus, an 'active labour maplkdity’ and the 'work approach’ have been
cornerstones of welfare policy since World WareBpecially in Norway and Sweden.

Notwithstanding the existence of an elaboratedesysif social security providing transfer
payments of different types, from child benefita sick pay to old age pensions, the dominant norm
in Scandinavia — read the Lutheran work ethic —@thdr Western societies as well, has been that
young and middle-aged adults — in recent decadesaningly including women — should be active
on the labour markets to gain an income. Of cowssegrely disabled persons have been the
exception to this norm (i.e. ‘deserving poor’). thgrmore, the acceptance of this norm has been
sustained and reinforced by the fact that not ambyey income, but also such social characteristics
as power, prestige and status have been distrilutbeé community according to whether or not an
individual works and by the type of work he/shefpens. Following the social control mechanisms
in fairly coherent communities such as the Scanaama where the distinction between state and
society to a great extent has been blurred, ‘ddieinee’ may most likely lead to a loss of

reputation or even exclusion from the dominantaagioup, even if ‘disobedience’ is to the pure
pecuniary advantage of the individual. This ismpartant aspect of the moral logic of the modern

welfare state.

Nevertheless, an important arena for changes iththking and reforms of the Western and Nordic
welfare states has been employment policies. Uneyn@nt and worklessness has been firmly on
the agenda, and even in Norway, with little expeseeof high unemployment rates, the issue of
non-work has been given much political attentionrdythe last two decades. The active labour
market programs — since the early post-war decheggewel of the crown in the Swedish and later
also Nordic welfare model — were severely testathduhe 1990s recession, when unemployment

increased dramatically in particular in Sweden Rimdiand, where it even reached double-digit
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levels (Table 6). Faced with the prospect of ‘gtowithout jobs,” labour market training and
activation programs were scaled up as unemployneset The increasing volume of such
programs can only be interpreted as an expansipregfously established systems — ‘more of the
same’ — although these programs often had to banebqul without a corresponding input of
resources. During the 1990s, new ‘work-" and ‘atfiapproaches’ emerged that tightened
eligibility criteria and reduced periods and levelsupport (Kildal 2001). For instance, all four
countries have introduced stricter qualifying caiais for unemployment insurance. These central
state employment programs were expanded to tineisliit is probably fair to say, and had to be
supplemented by cash support from unemploymentanse as well as special programs for the
least employable set up by local government (somestiwith central state support, sometimes
without). Nevertheless, the activation measuregiwen although many observers consider that
their quality has declined, even seriously (Kosoh@®8; cf., also Lindvret 2006). In an attempt to
overcome such problems and simultaneously boostrgdtion in the private sector, in 2007 in
Sweden the new non-social democratic government ateoduced lower replacement rates in
unemployment insurance and simultaneously reduteee b creation measures. The most recent

boom made this goal easy to achieve.

Table 6.Unemployed People as a Percentage of Civilian Labotce in Different Types of European Welfare &at
1980-2007 (unweighted averages).

Year 1980 1990 1995 2000 2007
Denmark 6.9 8.4 7.1 4.6 4.0
Finland 4.7 3.2 15.4 9.8 6.9
Norway 1.7 5.3 4.9 34 2.5
Sweden 2.2 1.8 9.2 5.8 6.2
Nordic 3.9 4.7 9.2 6.0 4.9
Countries
(average)
Continental 5.0 6.6 8.5 5.9 6.4
Europe
Southern 7.5 9.9 13.0 10.0 7.7
Europe
United 5.7 6.9 8.6 55 6.2
Kingdom

Classification of countries

Continental Europe: Austria, Belgium, France, Germémgy Netherlands
Nordic Countries: Denmark, Finland, Norway, Sweden

Southern Europe: Greece, Italy, Portugal, Spain

Source: OECD StatExtracts, Annual Labour Force Stegi ALFS Summary Tablelsttp://www.stats.oecd.or@lanuary 23, 2009).
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In Scandinavia, labour force participation ratethie ‘modern sectors’ of the economy (thus,
excluding agriculture and non-paid household wbikje increased throughout thé"agentury

with the exception of parts of the 1930s and pafrthe 1990s. These were decades of economic
downswings or ‘crisis’ also in the far North of Bpe, when the rate of unemployment grew and
labour force participation went down (with the epiten of Norway). Otherwise, labour force
participation in paid work has gradually increadadhe post-World War IlI- period, with the
exception of Denmark, the participation rate of rmemeased until the late 1970s, while women
continued to enter the labour market until theye2890s, and in Norway throughout the 1990s. In
Scandinavia, ‘housewives’ have more or less disagokeas a social category truly reflecting its
sheer numerical absence. Furthermore, the impabeafevelopment of the system of education
and the increasing emphasis on higher competentskiis has meant that the definition of
working age adults had been adjusted upwards asahti®se in the age group 16-24 have
become students during recent decades. Thus, ¢heralygender composition of the labour force

has been drastically transformed during the |a&stisi

Parallel to the development of labour force pgpation throughout the last century, the systems of
social security have been greatly expanded. Obkjiposre and more generous schemes for
maternity/paternity benefits and parental leaveesats during the 1980s and 1990s have been
conducive to high female labour force participatioiscandinavia, as well as gradual development
of child care services (but which is not specigbtandinavia). One factor explaining the
development of these generous schemes, making iBesi@h countries at once both more ‘work-
friendly’, ‘women-friendly’ and, in a sense, ‘fampiland child-friendly’, is very likely the rapid
political mobilization of women into politics: ptikal parties, trade unions, and decision-making

arenas like the parliament, government and puhireducracy.

Finally a paragraph on the most recent, perhapsamohmigrant-friendly, developments in the
universal welfare states of the Far North. Univiifsarly generous welfare states provide non-
discriminatory social protection for all denizensept the paperless but are also vulnerable to
sudden changes in international migration, in paldr large-scale immigration in times of
joblessness and falling tax revenue. After Worldr\W,ethe Nordic countries, with the partial
exception of Finland have been fairly open to newers in terms of immigration rules and social
rights. Inter-Nordic cooperation and membershiphen European Union have contributed to the
increasing demographic heterogeneity in the indi@idcandinavian nation-states. The gradual

disappearance of the demographically homogeneausdith has caused some concern among
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policy makers as well as the population at lardee ihcreasing numbers of newcomers from afar
has led to a growing awareness of "otherness”’ounmarket integration has tended to take longer
and is no longer in the hands of employers andnsionowadays it is a government-regulated
special program at the point of entry and, thusienod a "burden on the public sector”. In recent
decades of globalization migration policy has dédig become a highly sensitive political issue. In
an attempt to come to terms with increasingly logfeneous demographic developments, a
multicultural social inclusion policy was activgiursued. However, this gave rise on the one hand
to a critique of excessive assimilation by the dwami organizations of homogenous civil societies,
including local governments, as not being awareheir discriminatory discourses and practices,
and on the other to a fairly widespread populactiea against officialdom’s too lenient approach
to the not yet gainfully employed newcomers. A isspe in this dispute has been language
training, with a growing insistence on formal knedge of the local languages. New social
programs were tested in the aftermath of the gnélaix during the 1990s, followed by the
newcomers from the wars in Afghanistan and Iradvadous forms of government intervention
have continued to be criticised from every sectibthe political spectrum. Some metropolitan
suburbs, mostly a product of gigantic housing paats in the heydays of welfare capitalism, have
become, or at least in the public discourse segecoamopolitan centres of a hundred nationalities
where cultures and countercultures meet and compettéo mention various manifestations of
global youth cultures and religious congregati@ush as Roman Catholics and various brands of
Muslim belief, previously almost unknown in homoges Scandinavia. New, fairly successful
right-wing populist political parties, openly caél of immigrants and associated financial burden
have emerged in particular in Denmark and Norwag, the traditional parties have not been slow
to react and adapt to the new situation. At leiastesthe late 1990s they have become increasingly
involved in mainstream policy-making at the naticamwell as the local level. Here to, Finland has
been a partial exception as immigration there haays been restricted in the post-war decades. In
Sweden and, to a lesser extent, in Norway operireskargely been maintained to date. In sharp
contrast, the contemporary Danish welfare statenb&ienly tried to impose heavy restrictions on
immigration, above all as a way of preserving Daniglfare universalism, but also introduced a
number of benefit measures that apply differerdlpative-born Danes and to more recent
immigrants from the world outside the European Wr(i@oul Andersen 2007). Thus, a certain type
of welfare state "chauvinism” or exclusivenessas entirely absent in otherwise universalist

Scandinavia, and will most likely haunt the modelfare state.
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The Scandinavian experience during the last twadkes shows that high and increasing labour
market participation can co-exist with the expansiod consolidation of social security systems.
‘High and sustainable’ full employment — expandexhf male breadwinners to female ditto —
became the public policy norm of Keynesian demaadagement. Expansion in the latter case
meant upgrading in terms of pecuniary generosity@pulation coverage in all or most branches
of social insurance. At the macro-level, this hdld®e even for such a social security sub-system as
unemployment insurance, despite social scienceidgethat emphasise the opposite effect at the
micro-level that the system offers incentives fatividuals to withdraw from the labour market.
Unemployment was not allowed anymore to be a pivaatter, but became a public concern. Thus,
the labour market has developed into a key asgeheanonetised economy, while social security
systems have become core institutions of the mogetare state. Macro-economic steering
became part of societal governance, but much nharethat was at stake. In Scandinavia, systemic
integration has gone hand in hand with social i@ign. Thus, at the micro-level the implication
and risk for the individual of being out of workngarginalisation and social exclusion. At the
macro-level, the government responsibility to aeeainditions under which enterprises can flourish
has become linked to the general duty of every-bbtked person to work or achieve an education,
schooling or practise in order to enter into gdiefmployment. In sum, other values than those

implicit in the rationality of the pure economic mhave for long been in force.

Social Expenditure: Growth to Limits and Beyond

Since the 1990s, many systemic changes have bedmimthe Nordic countries as part of more
general and wider reconsideration of the welfaagestMost well-known are perhaps changes in the
pension systems with the introduction of an elenoéprrivate savings and speculation. Another
feature of the new approach is a closer link betwatributions and payments. Moreover, the
pension systems have been thoroughly adapted hodeobtographic and economic developments
(Hort 2004). In Sweden, however, the major pensédorms were preceded in 1990 by an
internationally noted tax reform, involving a widex base and lower marginal tax rates. Still, the
tax level remained high and in a mid-term perspecthe financing of the welfare systems was put

on firmer ground (Hajighasemi 2004).

The increase in the number and share of the oldlp@an, however, become a growing problem to

the welfare expenditure. As Table 7 points outdin@re of the old people in the Nordic countries
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has reached the European level especially durim¢pst two decades. Later on, we will see whether
the Nordic countries are able to answer the chgdlearising from the exit of the post-war baby-

boomers from the labour force.

Table 7.Population Aged 65 and More as a Proportion ofTthi@l Population in Different Types of European IfAie
States, 1961-2006 (unweighted averages).

Year 1961 1970 1980 1990 1997 2006
Denmark 10.8 12.3 14.4 15.6 15.0 15.3
Finland 7.4 9.1 12.0 134 14.6 16.3
Norway 111 12.9 14.8 16.3 15.7 14.7
Sweden 11.9 13.7 16.3 17.8 174 17.3
Nordic 10.3 121 14.4 15.8 15.7 15.9
Countries
(average)
Continental 11.3 12.8 134 14.4 15.2 16.9
Europe
Southern 8.4 9.9 12.1 14.0 15.6* 18.0
Europe
United 11.7 12.8 151 15.7 15.2 16.0
Kingdom

Classification of countries

Continental Europe: Austria, Belgium, France, Germé#mg Netherlands
Nordic Countries: Denmark, Finland, Norway, Sweden

Southern Europe: Greece, Italy, Portugal, Spain

* Figure for Greece is from year 1996.

Source: OECD (1974) StatExtracts, Labour Force Siedi1961-1972 (pp. 128-369); OECD (1998) Laboucd-&tatistics 1977—
1997 (pp. 177-467); OECD (2008) OECD in Figures 2@8nographyhttp://www.stats.oecd.orfFebruary 16, 2009); OECD.Stat
Labour Statistics, Annual Labour Force StatistilssS Summary Tables, Population and Labour Fdntg://www.stats.oecd.org
(April 16, 2009).

Furthermore, the role of local government in wafinancing and delivery has increased
significantly. In Scandinavia, almost all healttdaocial care services are nowadays tax-financed
and in most cases also provided by public autlstitDverall public expenditure on health as a
percentage of GDP has remained fairly stable si8&® in Denmark, Norway and Sweden, but has
been cut back marginally in Finland. The large pugiealth) sector is still a core feature of the
Scandinavian model. This decentralisation of welfanovision was a basic idea behind the
expansion of the welfare state in an attempt taosfitrm local government from a provider of poor
relief to a multiple public service provider (Kulkenl980; Olsson 1990). In this process, the crucial
role of local government in the organization of dwerall welfare state became institutionalised. In

the early postwar decades, the central state eagedra tremendous expansion of social care
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services through targeted grants to the municipalin top of their constitutional right to
independently tax their inhabitants. Hence, thegqroot local government in state and society grew
gradually but steadily before the crisis of the A®Nevertheless, the central state has contirued t
intervene in the affairs of local authorities — étample with a budgetary or local taxation ceiling
and, on and off, opened up for more private inites also in welfare delivery, including increased
choice on behalf of service consumers (‘privat@dji In recent decades, moreover, non-profit
private providers — voluntary both secular andyielis welfare organizations in civil or civic
society — have become more active and visibleer\tbrdic countries. Still, the financing of such

services has predominantly remained public.

Another systemic change in recent decades is, henywar increased use of national rights-
legislation — without central state funding — whmréhe municipalities or county councils have to
take on the role as financiers without targeteahigrzan increase in the general block grant, or new
financial instruments (taxation or borrowing). ke, the central state has tried to put a cap on
municipal spending and thereby force local govemne re-prioritise within existing welfare
provision. Local governments have not been slovespond. Thus, in recent decades in the Nordic
countries this has opened up for increased negwigaand even formal contracts between central
and local public authorities (Hort 2005a). In a @amative perspective these ‘public-public
partnerships’ can be interpreted as a result oftbeith of the Nordic welfare model. Central and
local governments are not equal partners in a tatishal sense but fairly equal in many
circumstances, in particular when local authoriiees forces and set up their own joint agencies to
negotiate with central state authorities. Thesénpaships may be somewhat awkward for foreign
observers who are otherwise in favour of ‘PPPs’'mthey extend into the private domain. In the
Nordic context, of course, private partners hage dleen more involved in the public-private
welfare mix but here it is the growths of ‘PPPPgublic-private-public partnerships — that stands

out as the Far North of Europe’s particular contenauy phenomenon.

Universal social insurance programs have beeni®dte some extent by cutting benefit and
tightening qualifications (Eitrheim & Kuhnle 200Rautto et al 1999). For instance, since the early
1990s the most frequently and extensively restredtprogram in the Swedish social security
system is the sickness cash benefit scheme. In &ostwicter medical criteria for disability pension
was introduced in 1993. Qualifying conditions farkeiess insurance benefits were tightened in
Finland and Sweden. Social security and welfa®fms’ — e.g. cuts in benefit levels as well as

organizational changes — were made during the 1@9Bsandinavian countries, mostly in such a
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politically consensual way that new poverty and@ased income inequality was avoided (Eitrheim
and Kuhnle 2000). Finland was the only OECD-couitryhich the recession of the 1980s or
1990s was deeper than the Great Depression irB@siUusitalo 2000). But a fundamental
difference from the 1930s is that an advanced weeKtate was in place when the crisis hit. The
dramatic social and political repercussions oft880s were avoided (repercussions which were
moderate in Scandinavia compared to the rest afffeuanyway, thanks to other factors such as
crucial social-political pacts between agrarian emtlistrial interests, and labour and employers).
Of course, the existence of an advanced welfate atahe time of a sudden, unexpected, and
mostly exogenously-imposed economic shock is ratfficient condition for neither subsequent
successful welfare reform efforts nor rapid ecororacovery. But the Finnish example proves that
such a sequence of development is possible, ahd #@id welfare state was by no means a
disadvantage for the process of recovery and priagiotnewed economic growth. Recent
European/Scandinavian developments propose thedatbastics of social policies and of links
between the state and major economic groups irtyoai critical junctures of economic, social or
political crisis appear to be of importance for wey out of the crisis. Another lesson of the
Swedish and Finnish experience of the last deatteat democratic systems and institutioas
adapt to new or unexpected challenges. It doeemaltat institutions are in place when a sudden,

unexpected crisis in society occurs.

By degrees, the Nordic governments reacted to tjernmbalance between public revenue and
outlay by restricting the expenditure growth antting some benefits. After a peak time of social
expenditure in the early nineties, public sociglenditure as a percentage of GDP had receded
back to 1990-levels in the early 2000s (see, Fi@)ré-inland and Sweden were the countries with
the highest increases in expenditure in the eanlgties with expenditure increasing in Finland
from 25 to almost 35 % of GDP and in Sweden fromual31 to 37 % of GDP. Today, all of the
four Nordic countries maintain comparatively highels of social expenditure, with Denmark and
Sweden at about 30 % and Norway and Finland atté&t¥%o of GDP.
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Figure 2. Social Expenditure at Fixed Prices per Capita Qd8ars, Constant Prices) and Social Expenditura as
Percentage of Gross Domestic Product in the NdZdigntries, 1980—2005.
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(April 18, 2009).

Figure 2 teaches us not to rely on a single indrcatany analysis of social expenditure. On the
basis of the GDP proportions of social expenditueemight easily open a discussion on the Nordic

countries reaching the limits of growth. From tlaely 1990s onwards the development of social
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expenditure has been far from a steady growth ipathestead, a non-growth and yearly fluctuating
patterns exist. But if we look at the figures désng the real growth of social expenditure, we
reach a picture of almost a steady growth.

The picture becomes more complicated if recentldeweents in the public employment are taken
into consideration. Above, the description of tlokdgn age of the Nordic welfare state implied a
growing public sector (see page ). During t80s and 2000s the share of government
employment on the total employment has stayechaihalevel but it has not grown any more. On
the other hand, especially in the comparison wigh@ontinental and Southern European welfare

states data indicates a high trust on public sesvand authorities.

Table 8. Government Employment as a Percentage of Total&@mment in Different Types of European Welfare
States, 1970-2005 (unweighted averages).

1970 1980 1995 2000 2005
Denmark 16.8 28.3 34.2* - -
Finland 11.8 17.8 21.0 21.0 21.3
Norway 16.4 21.9 - 28.5 28.8
Sweden 20.6 30.7 29.8 29.6 28.3
Nordic
Countries 16.4 24.7 28.3 26.4 26.1
(average)
Continental 12.9 16.4 13.9* 15.9* 14.6
Europe
Southern 10.3* 12.4* 12.3* 12.9* 13.2*
Europe
United 18.0 21.2 20* - -
Kingdom

Source: 1970-1980: OECD 1983, 98; 19874, 38; 199%20ECD Statistics on Public Employment derivedrfilGEPD (see
Pilichowski E. and E. Turkisch (2008), “EmploymémiGovernment in the Perspective of the Productiosts of Goods and
Services in the Public Domain”, OECD Working Pap@rublic Governance, No. 8, OECD Publishing).

Classification of countries

Continental Europe: Austria, Belgium, France, Germé#mg Netherlands
Nordic Countries: Denmark, Finland, Norway, Sweden

Southern Europe: Greece, Italy, Portugal, Spain

* Figures for Greece are missing for all yearsyi8e for Denmark 1995: OECD National Accounts. 23996. Volume Il.; Figures for France
1995 and for Germany 1995, 2000 are missing; Fgfmeltaly 1995,2000, 2005 are missing; SourceSid 1995: OECD National Accounts.
1984-1996. Volume I, - missing values for UK 20Q005.
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The struggle to regain control of public financed to more radical policy changes in Finland than
in Sweden. Still, severe cutbacks in some Finn$leses were followed by policy innovations to
secure basic livelihood. Programs were launchetbfgg term unemployed and young people with
no or little job experience. In Sweden, in-fightioger the various parties” separate welfare
programs rendered the 1991-94 non-socialist coalitabinet incapable of tackling a growing
budget deficit without the support of social denabsr In late 1992, when Sweden faced a major
currency crisis, a major accord was settled betvgeeernment and opposition. On its own, the
rather inexperienced government was unable toadddal imbalances. Meanwhile, the social
democrats, in contrast to previous post-war cammsaigromised comprehensive austerity
measures, such as decreased benefits, as pagirgbtbgram for the successful 1994 election. The
program also included minor tax increases for tlostrwealthy, which attracted support from the
rural middle-of-the-road Centre party that rapidignt from supporting a right- to a left-leaning
government. Hence, the welfare state was slimmaachdmt not squeezed, though during the crisis
in the first half of the 1990s it was widely thoagh some quarters that in order to eliminate the
large budget deficits, the welfare state would havee abolished (Nordlund 2005). As it turned
out, the crisis was only temporary and to datestt@nomic revival has generated a public financial
surplus and a considerable reduction of publicaipenditure as a share of GDP (Figure 2).
With another crisis at the doorsteps, there it&iiisiderable leeway for welfare state action in
Scandinavia. Among many assessments made of welfditieal developments during the last
decade, the Scandinavian countries are still sebe tlistinct and not to have moved towards
convergence with a ‘neo-liberal’ model of sociabiection. In Table 9 United Kingdom presents a
model of a neo-liberal state. The figures for el of income inequality and for poverty clearly
show how big the difference between the Nordic #wedheo-liberal model is. The difference

between the Nordic countries and the Continentabjaiis much less.

Denmark and Sweden have the lowest income inegdggitres among the OECD (30) countries.
Finland is at the7 place and Norway at the . place. Table 9 also shows that in Finland and in
Norway there has at the end of the 1990s and iedhg 2000s been a significant increase in
income inequality. In both countries this is cortedawith the fast economic growth period during
which especially the top quintile of income reces/eere gainers (OECD 2008, 31, 51).

Information on the poverty rates strengthens tiupe of high equality among the Nordic people.
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Table 9. Level of Income Inequality in the Mid-2000’s, Teof Income Inequality From Mid-1980’s to Mid-2080’
and Poverty Rate in the Mid-2000’s in Different Bgpof European Welfare States (unweighted averages)

Level of income Trend of income inequality Poverty rate
inequality
Trend in gini
Gini coefficient coefficient Poverty rate
in the mid-2000’s 50% median
(OECD) Mid 1980's to Mid 1990’s to in the mid-
mid-1990'’s mid-2000’s  2000’s (LIS.)
(LIS.) (LIS.)

Percentage point change

Denmark 0.23 -0.6 1.1 6

Finland 0.27 2.1 4.1 7
Norway 0.28 2.2 2.0 6
Sweden 0.23 1.4 2.3 7

Nordic Countries

(average) 0.25 1.3 2.4 6.5
Continental 2.78 0.5 0.4 7.4
Europe

Southern 0.35 1.0 0.4 13.7
Europe

United 0.34 29 -1.9 12.0
Kingdom

Average 0.31* 1.7% 0.1* -
OECD

Source: OECD 2008: 51, 53, 154.

Classification of countries

Continental Europe: Austria, Belgium, France, Germémgy Netherlands
Nordic Countries: Denmark, Finland, Norway, Sweden

Southern Europe: Greece, Italy, Portugal, Spain

* OECD 30 members; ** OECD 24 members; - Missuadue

One important lesson to be learnt from the Scamthnaand also European experience) is the
simple one that the welfare state does and may seany functions. Debates on what are proper
lessons to be learnt and what are proper welfdieypsolutions in other, non-European, contexts
can thus be framed in many ways. Social protecimhwelfare are topics often discussed in terms

of poverty relief and meeting minimum needs foroime and services. Poverty reduction was
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historically one aim for many governments puttiogial legislation on the agenda. But the
establishment of European welfare states is aboghmore, especially in their Scandinavian and
Continental European variants. Originally, consatiens of social harmony and regime support
were important. Over time, many programs were dgaa to insure against events and risks,
which cause income loss, to enable reallocatianafme over the life-cycle and redistribution
across social groups, and to provide a sense aofigefor all citizens (Atkinson 1999: 5-6).
Although a controlled experiment is impossible,daee claim that the welfare state in the
Scandinavian/ West European context appears toliesre a societal ‘stabilizer’, which has
prevented serious social rebellion, strong revohary movements, and extensive poverty. The
combination of structures of democratic governaneglated capitalist market economies, and
relatively comprehensive welfare institutions haatlher successfully accommodated changing

social needs and political desires.

In summary, the Scandinavian welfare model durgglast two decades, while having been put on
some severe tests in the early nineties, partigulaiFinland and Sweden, has been able to
revitalize and maintain its core elements of urgaéty and societal and economic stratification.
We refute perceptions that see the end of the Stawidn welfare state having looked at
institutions and outcomes from a macro-perspeatitte the goal of showing broad policy
developments. Using selected data, we have illiestnahere changes in the Scandinavian welfare
model have occurred and will at the end of thigpthiadraw some tentative conclusions as to the
regional influence on globalization and regionatdpean integration by the Scandinavian welfare

model.

6. CHALLENGES AND LESSONS

Our analysis in this article implies that the nide¢he Scandinavian welfare state was made possible
by certain particular historical preconditionsaléo indicates that the Scandinavian welfare state
has been able to survive even exposed to verygpmssures from outside. Whether this story is

too good to be true, only History can tell.

A summary of findings from a comparative Nordicoeffhas to acknowledge some of the most
obvious consequences of the changing conditionthé&Nordic welfare state. International

migration and demographic change, globalizationEmepean integration, more open economies,
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changes in the class structure and some ideologichpolitical currents have had a visible impact
on the master dimensions of the Nordic welfareestalthough the state is still the main financier

of welfare services, extensive stateness is giwiagto more private endeavors and competition
within and outside the public sector. This holdseesally true at the local level. Furthermore,
although universalism has continued to be the bavklof the Scandinavian welfare state in the last
two decades there has, for instance, been a vaelbhlesshift towards a more income-related benefit
system. Inequality has tended to increase and iedlyebose at the top of the income scale have

succeeded in getting a greater share.

At the same time, what has come to be known asSttendinavian’ or ‘Nordic model (of welfare)’
has attracted growing attention in internationassn@edia and, intergovernmental organizations —
although hardly with enthusiastic blessing from ahthem, but more so in the social policy
literature. Important elements of this model armprehensive governmental welfare provision; the
scale of welfare employment (broadly speaking);lisgiamployment relative to total employment;
redistribution; financing mainly from fiscal revess) family policies and a gender perspective that
encourages women to participate in the labour nbagkeactive labour market policy; high

legitimacy of state/public welfare provision; amaiversal, citizenship-based social rights.

While the Nordic welfare states differ in many rests, they can be said to be sufficiently similar
on a number of counts to make them a distinct cayegr ‘family’ of welfare states in the world.
Notwithstanding the assumed threat of globalizatimwever, there is a very visible present danger
of de-globalization. In particular, the global fir@al meltdown of 2008 has raised widespread
concern about increasing isolationism and protaio throughout the world. New conditions may
impair the openness of the Nordic economies. latéynal migration may become much more
controversial, and the European Union is activebtricting the entrance of people from outside its
member-states. Domestically, moreover, a growiagtren to the loss of demographic
homogeneity may partially undermine the welfaréeStabroad-based political legitimacy.
However, despite some intermittent economic dowrstfithe Nordic countries have managed to
combine high taxes, low social and economic inetyuahd comprehensive welfare systems with
‘satisfactory’ (even very satisfactory) economiowth viewed in a long-term perspective. Crucial
for this apparent success story have been theyadid capacity to reform and adjust the welfare
state to demographic and economic challenges areddim dynamism and innovativeness in the

* In particular Finland and Sweden in the early K990
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economy. Comprehensive public welfare commitmestdemonstrably gone hand in hand with
satisfactory economic and social development, #atalespolitical development, in times of
increased exposure to the global culture, econamypality.

As such, the group of Nordic welfare states is ay e considered a political construction that
makes up a ‘Nordic model of welfare’ for other ctiies to look to and possibly learn from — as
successful open economies combined with comprelemnslfare states in the era of increased
globalization. From themselves historically drawingpiration from an international model for

social insurance they have become an internatiooakl in their own right.

When summarizing results from Scandinavian stuthiascompare the Nordic countries to the rest
of Europe it has been pointed out that some oétiayses of the Scandinavian scholars
undoubtedly have a ‘Scandocentric’ bias. There sderbe a Nordic miracle where the chains
created by the market economy have been brokenet8uss this is followed by a Protestant bias
especially in questions concerning families andiliapolicies. Sometimes the ‘Nordic model’ is
seen as a terminal point of development and asdeihfior other European countries, the World's
Scandinavia. The analysis above, however, imptiasthe Nordic way cannot be considered as a
common European model. Simply, other European casntannot repeat its preconditions and
their subsequent outcomes. The systems based dnwider cultural heterogeneity and on
multinational and federal structures are not likelyproduce universal and state-centered welfare
policies (Alestalo & Flora 1994: 60-62). That istm@ deny the impact of diffusion and political
learning at the level of single programs and sclseifiee recent (2007) radically extended German
policy onElterngeldis openly inspired by the Swedish or Scandinatnasdel’. The impact of
models is not a one-way street, from big to smaiioms. Also other European countries have in
recent years taken some lessons from the Nordierexpe, in particular in the fields of active
labour market policies and family policies makibhgasier to reconcile family and work. These
lessons have, also, been disseminated throughBE@D@nd the EU (Oinonen 2008: 174-185).

State capacity and ‘political preparedness’ areabtas that are relevant also today when studying
the potential for and actual social policy develepinn other parts of the world and in middle- and
low income countries. But another variable, whienhaps was ‘under control’ historically in
Europe but not in a global context today is thdttoal preparedness’ or the normative basis for
importing ideas and models from outside. Copenha@sto, Helsinki and Stockholm were

culturally much closer to Prussian Berlin than 3eBaijing, Cairo and Pretoria are to the Nordic
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capitals today. Even if the Nordic model has perfed well economically and politically —

according to certain defined values, standardsagasures, which can be discussed — one may ask
whether it rests on certain normative pillars #u& not present beyond Europe. In what way or
sense is or can the Nordic model of welfare bdevamt example in areas culturally far from the

Nordic and European cultural and normative context?

To answer this question is a tall order (cf. Fangz008). When Harold Wilensky (1975) pioneered
comparative welfare state research some fifty yagos his sample from 1966 consisted of 64
countries at a time when the United Nations hadrh&thber-states. However, his analysis focused
on the 22 most developed welfare states (see alem$iy, 2002). And so it has been, until
recently. Wilensky’s sample included the core Vie2Bbpean countries, Israel, Canada and the US
in North America, three East European countriee@@nslovakia, Poland and Hungary), Australia
and New Zealand in the Pacific. Japan was nhumbenzBe list. Thus, this was the geography of
advanced welfare states on the globe — minus Japanalytical terms, Wilensky made a
distinction between four types of welfare statéseral democratic, totalitarian, authoritarian
oligarchic, and authoritarian populist. In 1990,enHG6sta Esping-Andersen publisfigde Three
Worlds of Welfare Capitalisna work that in many ways popularized and sumredrthe research
that had followed in the tracks of Wilensky, hisngde had shrunk to 18 countries: Japan was
included, Israel was gone and, most important, Easbpean countries had disappeared. The three
‘worlds' made up the combined Northern world ofaadbed capitalism and liberal democracy.
Thus, democracy, or state- and nation-building ngererally, had become a key indicator in the
selection of research objects although also thendein social development should not be
forgotten. Nevertheless, it is probably too eaolydarget the various forms of authoritarian welfare
states that hitherto have existed. Even in Nortlkenmmope, for instance contemporary Belarus

comes to mind.

Since the early 1990s, the geography of comparatelare state research has changed
dramatically. Hence, globalization, and in partzujlobal democratization, ‘democratic warming’,
has left its stamp on social research in this faflchquiry. Outside the old core, it is in partigu
three zones that have come into the fore: the nenofe, East and Southeast Asia and (parts of)

Latin America.

With the enlargement of the European Union, alrdealy the second half of the 1980s the old

dictatorships of Southern Europe were brought inéolimelight: Greece, Portugal and Spain
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became part of a ‘Southern model’ (Ferrera, 1986iso Guillén & Matsaganis 2000). However, it
was only with the demise of the Soviet empire dmadttansformation of the previously planned
economies that the welfare states of Central asteEBaEurope returned into focus (Deacon 2000;
cf., also Grigoryeva et al. 2002). Again, it was ttountries that Wilensky once had singled out
which were taken into consideration by in partic@antinental welfare state research: the Visegrad
countries of the Czech Republic, Hungary, Polarti3lovakia — and Slovenia from the former
Yugoslavia, a country in socio-economic terms atlével of Greece (Hort 2005b). Later on, as the
EU enlargement process continued, also other paEastern Europe including the new Baltic
states from the former Soviet Union and their systef social protection became part and parcel of
the research agenda (Aidukaite, 2009). When tenmember-states entered the European Union
on 1 May 2004 (and two more were added in 200igva 'Social Europe’ also was born.

Another case in point is East and Southeast As@nFkhe early 1980s when Japan was ‘upgraded’
by the OECD (1981) as a "welfare society” agaihstadld-fashioned welfare states of the West, not
only this country but also the four small tigerdHzing Kong, Korea, Singapore and Taiwan
gradually became part of comparative social rebedtowever, only with the coming of the ‘East
Asian Miracle’ did growth with or without welfareebome a bone of contention (cf. Alber &
Standing 2000). Did the rapidly developing courstia@d territories of the new East follow the
glacial river of time or did they go against theHberal wave? In an overview ten years back in
time, the answer given was that state involvemethe field of welfare was introduced at an earlier
stage in the process of modernization as comparttetold welfare states, and that the expansion
of welfare institutions closely followed rapid e@mic growth in the period up to the Asian
financial crisis of 1997-98. Furthermore, no deelof social policy efforts or a dismantling of the
still relatively small — welfare state was partely visible in the years following that crisis (Ho

and Kuhnle, 2000/2008).

A third area is Latin America. Apart from Scandira@\according to a recent North American
overview of comparative welfare state research twhae was a backyard of the American empire
today perhaps figures more preeminently than ahgragiart of the world including both Central
and Eastern Europe and East and Southeast Asia(ldad Stephens, 2005; cf., also Gough et al
2005). There too, it is the dramatic impact of exarc and political transformation on the system
of social protection system that comes to the (@G@dinho Delgado & Vasconcelos Porto 2007; cf
also Barrientos 2004; Borzutsky 2002; Kay 2000).
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In all three parts of the old but new globe certgilestions will be more prominent than others.
Pensions are cases in point that have frequendly bae the agenda where the Swedish pension
reform of the 1990s has often been referred to‘amdel’. These are gendered issues that so far
need to be further scrutinized. Furthermore, gerdeid and family policy in a broad sense is of
course another issue of crucial importance in rpads of the world (Kravchenko 2008; cf. also
Therborn, 2004). In many aspects of equal impoddnut less researched is the emergence of
unemployment insurance, employment policy and lalpootection in general. In particular in East
and Southeast Asia as well as in the new CentchEastern Europe there were never any
unemployment insurance systems, and so far develojznhave been slow but as a source of

inspiration for present or future reform the ‘Sciaadian model’ has often been alluded to.

In toto, 27 new and old countries in Europe beltmthe European Union and all of them will
sooner rather than later be counted as welfaresst@roatia, Turkey and the rest of South Eastern
Europe are other welfare state applicants (HorB20Dogether with what remains of the old core
(being outside the EU - Iceland, Norway, Switzedlafwustralia, New Zealand, Canada, and the
US), roughly a handful new welfare states in East @outheast Asia and another five to ten Latin
American welfare states will altogether make upagbas many cases as were included in
Wilensky’s original full sample. This is the newcgl globe' where people live their lives and try

to influence the way their lives are arranged amdranged through pre-existing or emerging
organizations and institutions. Whether the ing@rawill come from a ‘Nordic Model’ or ‘Social
Europe’ more generally remains to be seen but tavexe the normative issues of the future should
not be forgotten in empirical social research. Ba® areas in space and time were social
scientists will have to explore the intricate rielaships between work and welfare, tax policy and
pension programs, the regulation of markets, palitand social mobilization, welfare institution-
building, etc. Whether another 140 cases are ipigheline, in a real world of 192 member-states of
the United Nations, is too early to tell. In angeain the present decade there has been a geg¢at de
of interest in the ‘Nordic Model’ from Seoul andipai to Pretoria and Buenos Aires, not to forget

the Economist’s “before financial meltdown crisi€nunciation of its current success.

To conclude: from being inspired from outside, arigus ways affected by the historically first
international model of social insurance for theimobeginning welfare state development,
characteristics of the ‘Nordic model of welfare’ yrtaday be exportable to other parts of the world,

culturally close or distant. The historical anddeterm perspective on the Nordic welfare states
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may inform both our empirical and theoretical ustiending of the role of international models for

the making of national social security systems.
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