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Abstract

Active Danish labour market policies (ALMP) have variably been ttestias neoliberal
workfare or as Social Democratic activation. Analysing changes 1990-2007, we tsugges
that it should rather be conceived of as a battlefield between thesenes, dictated by
interests, by policy learning, and by the economic situation. Overall, AbdPmoved
towards the "workfare" pole, but key Liberal ministers have actigetjorsed the idea of
"flexicurity". With a few exceptions, policies have moved towatdster conditionality
rather than genuine retrenchment. By 2006, negative evaluations of inceasied-meas-
ures indicate that this pathway of change is largely exhausted. The Dasislilastrates
that economic prosperity can be more conducive to change than economic glestetity
availability of jobs makes it easier to legitimise tough measums. inemployment also
killed experiments with new leave arrangements, led governmentotuigeiwork more

than education, and to a shift of attention towards those who receive social assistance.



Introduction: Active labour market policy and welfare state change

Active labour market policy (ALMP) in Denmark was introduced omladcale by the
new Social Democratic coalition government in 1993. Even though itinedtalements
of continuity, ALMP nevertheless represented a break with the sempdpasis on social
rights in the social security philosophy of the 1970's and 1980's. Throughout the 1990's, the
new ALMP was adjusted and changed, in what was afterwaetsad to as a labour mar-
ket reform in three stages (1993, 1995 and 1998). The fourth stageedascarried
through under the Liberal-Conservative government that came into off@@01. It con-
sists of a labour market reform in 2002, two reforms on immigratnehi@tegration in
2002 and 2005, and a welfare reform in 2006. The fourth stage is largelytinuation of
previous reforms but represents a somewhat increased emphasiemives and an ex-
tension to immigration policy. However, it could also seem to sgmtean exhaustion of
the policy path since 1993.

There is considerable disagreement about the interpretation ofvisleftaent in
Danish labour market policies. At one extreme, Danish ALMRés dargely as workfare,
that is, as a disciplinary device of work for welfare thaides the social rights of those
unemployed (Christensen, 2000; Lgdemel & Trickey, 2001; Loftager, 2003IK#001;
Handler, 2004). At the other pole, scholars have emphasized re-qualifieati continu-
ity; activation has even been pictured as representing a madigra of empowerment as
individual action plans (from 2003 labelled job plans) had to be decidgtdebynem-
ployed and the job officer (Born & Jensen, 2002). Still others have distinglosh&den a
Liberal and a Social Democratic model of activation and plac®#resh system in the
latter category (Barbier, 2005), while at the same time pointing out tmaafoules should
not be taken too literally. What matters is how they are impiéede(Barbier, 2005). In
the Danish system with corporatist regional boards guiding tiateah effort, and with
unemployment benefits being administered by union-controlled unemploynsemance
funds, there was little risk that the interests of the unemployedd be completely disre-
garded. Finally, some scholars point at general changes in socaépaotwards an “ac-
tive citizenship” orientation where the individual is granted mofleénce but is also re-
quired to assume more responsibility (Jensen & Pfau-Effinger, 2005). All ithtespreta-
tions contain elements of truths. To reach a more precise anddzhErmount, however, it

seem preferable to conceive of empowerment vs. workfare as awontior as a battle-



field, rather than as a dichotomy. Most policies are ambivalent amdb& moved in one
direction or the other. Danish ALMP contains some elements of amerlfut also ele-
ments of solid social protection, qualification, or even empowermentthButalance be-
tween these elements is variable. It is likely to depend on dekeging, on the influence
of political actors (with different interests and different powesources), and on the em-
ployment situation.

The following account of the development of Danish ALMP is based dstiacd
tion between changes at three levels (Goul Andersen, 2007): dayyeh in underlying
paradigms and elite discourse; (2) changes in institutions and ppli8)echanges in out-
comes. As far as discourse is concerned, we shall describkahge from a “social secu-
rity paradigm” towards a “structural unemployment” paradigmtdAmistitutions, we shall
focus both on changes in the administration of the system and onrupanigis and prin-
ciples of policy. Finally, we shall try to assess changes icoows on the basis of studies
of implementation and on the basis of the balance between UB and social assistance.

When it comes to outcomes, however, it is necessary to consideratireeco-
nomic surroundings. ALMP inevitably takes on another shape in a surroundmgssf
unemployment like in the early 1990s, and in a surrounding of prospedtghertage of
labour power as in the mid 2000s. Indeed, similar institutions and potiaregproduce
highly different outcomes in different settings, including erosiosaaifal rights known as
“drift” (Hacker, 2004). In the Danish instance, it is the opposit@aton, however: Due to
improved employment, institutional changes have less dramaticingpaoutcomes. In
this paper, we shall follow how policy focus gradually changed and served to:

X phase out the elements of a radical decommodification/citizeagé wath that

was pursued along with ALMP in the first years after 1993
X shift emphasis from education to more direct routes to work
X shift priorities from people receiving unemployment benefitheolabour force

reserves among social assistance claimants and others
X include integration policy as part of labour market policy as etmimorities con-

stitute a large majority among families receiving social assistanc
Even though changes in government did not always coincide witlgesan policy, we
follow a chronological structure in the following, describing policy desnunder three
different governments: Centre-right 1982-1993; Centre-left 1993-2001 ane-dcght
after 2001.



The paradigm shift in the interpretation of unemployment 1988-1992
The new active line in Danish labour market policy was introducetP98 after some
years of (apparently successful) experiments with new regeimsnto young social assis-
tance claimants (Albrekt Larsen & Goul Andersen, 2003b). Until thenDémésh unem-
ployment benefit system was approaching a de facto “citizgye'wsystem (Goul Ander-
sen, 1996). Easy accésalmost unlimited duration (eight years including two periods of
job offer, but re-qualification after 26 weeks of work), 90 per centpemrsation rate for
all people eligible to benefits (but with a rather low ceiljrag)d a lenient works test. This
policy embodied the ultimate “social rights” conception of citizgmsthich was reflected
in the Social Democratic party programme of 1977: It stateduh@mployment was an
event outside the control of the individual, and that unemployed benefitslshoabrd-
ingly, be guaranteed for an unlimited period.

However, the Danish economic situation deteriorated dramaticallp79-1982
(Goul Andersen, 1997) - often pictured as a movement towards “theoédge abyss™
This paved the way for a crisis consciousness, for new policggiegat- and for a new
government as the centre parties withdrew their support for thal Bamocrats. The rai-
son d'étre of the Conservative-Liberal government 1982-1993 was "econecoitstruc-
tion" - via anti-inflationary policies giving first priority toompetitiveness. The main ele-
ments (reluctantly accepted even by the Social Demoanets) liberalization of capital
markets, a fixed currency policy, suspension (from 1987 abolition) ofmatitoindexation
of wages, narrow budget constraints for the public sector, and @otam freezing of
maximum unemployment benefits (1982-85, but partly compensated by a ténpen-
crease in 1988).

However, after this initial freezing and a few - largely unsuccessfitémpts
to change the unemployment benefit system, the Bourgeois govertefiethis system
almost intact From a citizenship perspective, the system worked surprisinglly Ren-
mark had a world record in avoiding poverty, social marginalisatidnss of well-being
among unemployed people (Goul Andersen, 1996, 2002, 2003; Hauser & Nolan, 2000: 38;

! Full rights only presupposed one year's membershém unemployment insurance fund and 26 weeks of
employment within the last three years

2 By 1982, unemployment had increased to nearlyet@ent, inflation was 10 per cent, long-term iegér
rates were above 20 per cent, the balance of paytedinit was 4.1 per cent of GDP (foreign debtscteng
34.5 per cent of GDP), and state deficit had irsgwddo 11.5 pct. of GDP.

% In 1985 the government decided to abolish thersgab offer in favour of education or support siad-

lish own business. Otherwise UB was reduced toef@ent after 5% years of unemployment. Howeves, in
Budget compromise with the Social Democrats in 1988 decision was revoked. Thus, the major change
was a slight increase in member contributions mployment insurance.



Gallie et al., 2000: 50-51; Whelan & McGinnity 2000: 292). However csrigpoke about
insufficient incentives and unemployment traps (Social Commision, 1888)they were
supported by new perspectives on unemployment.

Until 1988, unemployment had been conceived by all actors as anhdadffesuf-
ficient demand. Before 1982, the Social Democrats have appliedhiakgtile Keynesian
instrument to fight unemployment (Goul Andersen, 2002): Deficit fimagndonger holi-
days, early retirement, switch from private to public consumptiorth@smport rate is
lower in the latter). But nothing seemed to work. The Bourgeois goesitngave higher
priority to competitiveness and export-driven increase in demandtfmut power, but
they did not envisage any structural constraints. By 1989, however, thengeverintro-
duced new theories of structural unemployment into the Danisbypddibates (Govern-
ment, 1989). Structural unemployment is defined as the "Non-Actiepi&age Rate of
Unemployment” (NAWRU), that is, the lowest rate of unemploynwampatible with
stable wage increases. Even though the concept was applied samewdambiguously
among decision-makers, the notion of structural unemployment impbedteh of focus
to the (labour) supply side: Mismatch between minimum wages anidficaiains, insuffi-
cient work incentives, and inflexible labour markets meant thabutld be impossible to
lower unemployment substantially without structural reformsicBiral (“natural”) unem-
ployment had increased to 8-10 per cent; to reduce unemployment thalokevel would
require lower minimum wages and lower benefits in order to dtrendinancial incen-
tives to work. In addition to this, there were problems with geograpmobility and mo-
bility across trades. Under these conditions, it was claimed, @ggort-driven higher de-
mand for labour power would not lead to lower unemployment, but to highationflas
employers would begin competing for those already employed (Goul Andersen, 2002).

This diagnosis first appeared in the spring report from the Ecen@uwmincil
(1988) and the next year in the Government’s “White Paper about ticeusat problems
at the labour market” (1989). The diagnosis was largely confirmégtireport (1992) of a
(corporatist) “Commission of the Structural Problems on the Labouké¥faand it soon
became the dominant perspective on unemployment among policy expgatssations,

and political parties - not least because it could explain Wwlayetonomic upswing had



come to an end in 1987, due to high inflatfdnater, in the OECD (1994) Jobs Study, it
became the new orthodoxy.

In Denmark, however, this paradigm shift took place as a sileotuteon with
little immediate impact beyond the discursive level. No majov reforms were adopted
(an attempt was made in 1989), and no fierce ideological strugglesh®véssue took
place — unlike what is described in Hall's (1993) theory of paradigraange. Only pol-
icy experts noticed the change. Because the government was aygadnwilling to take
action against unemployment (since it was regarded as structuvadls unable to find a
majority in Parliament for any major change (Asmussen, 2007).

It is an important point that even though a paradigm shift aciscasistraint to
policy, it does not dictate one single solution. This probably explainitwags so readily
accepted by other actors: Employers could argue that minimurasvaagl, accordingly,
benefits, should be lowered to enable wages to match qualificatiads; anions could
argue that qualifications should be raised to match minimum wagésstél others (in
particular the Ministry of Industry) argued in favour of subsidizing loadpctive services
for private households.

It was mainly the second (and to a lesser extent the thitil it was to be pur-
sued in Danish policy in the 1990’s. And instead of genuine retrenchhentauld im-
prove incentives, the Social Democratic governments resortdwbttes duration, and to
stricter conditions of eligibility and rules of availability, sfort what Clasen (2005: 16)
has labelled stricter criteria of conditionality.

A major difference between the new Social Democraticitcmalgovernment in
1993 and the old Conservative-Liberal government (1982-1993) was that thewew-g
ment was politicallyable to act on the basis of the new paradigm - but by means of other
policy solutions, and mixed with Keynesian demand-stimulating polifdesnussen,
2007). According to the key architect of the new government's econornaepoMinister
of Finance Mogens Lykketoft (himself a brilliant economist), igistry received him in
1993 with the message that it was almost in vain to fight unemmglioty since it was struc-
tural. But he allegedly responded that if there was such a thing as structunglayreent,

the Ministry should do anything to lower’it.

* Actually, the high wage increases in 1987 wereas#d in collective negotiations rather than vigava
drift. It is plausible that the cause of these wisgeeases was political and not economic: 1987 eedection
year, and the government had to improve its poftylamong public employees by means of wage in-
creases; thjs had an effect also on negotiatiotiseiprivate sector.

® Personal communication, 29. Sep. 2006.



Two paths in the 1990's

However, the "citizen wage path" was not phased out overnight. Owrnirany, the gov-
ernment was keen to lower unemployment before the next electt®®# and in 1993-
94, it maintained and expanded a number of these arrangements whidesaime time
introducing its new activation policies. Labour market and economicig®lic the mid-
1990s followed two contradictory paths:oitizen's incomepath, and aractivation path.
Further, there remained for quite a while an ambivalence imdheation path between

strengthening the rights and the duties of the unemployed.

The Citizens' Income Path

The citizens' income path actually seemed to be expanded bglagents in the 1993
labour market reform: A pre-pre-retirement "transitional adloee" for long-term unem-
ployed (introduced for 55-59 year olds in 1992) was extended to the 50-S4ojeaPa-
rental and educational leave (also introduced on a smaller sBcE®®2) were significantly
improved. Parental leave (in addition to 28 weeks of maternity Jewas extended from
36 to a maximum of 52 weeks of which the first 13 weeks becanghtafor all parents
with 0-8 years old children (the remaining weeks were deperuemiritten agreement
with the employer). The allowance was originally 80 per cematimum unemployment
benefits; but most municipalities provided additional support. Educaticee leequired
acceptance by the employer, but allowance was 100 per cenxwhuma unemployment
benefits. Both arrangements were also open to unemplayed typically constituted
about one-half of the persons on leave until 1999. Finally, a sabbateel \eas intro-
duced on the same economic conditions as parental leave but conditigolrotation.
(Goul Andersen et al, 2003).

The government took pride in its new leave policies, enabling ayicitarelation-
ship between family and working life (Nyrup Rasmussen, 1995). Howdnese fpolicies
had not yet become irreversible, and parental leave gave bottleneck problertisefrary
first day as nurses and other groups who had never been unemployedwl@hintat miss
this single opportunity in a lifetime to have a break. AlreadphéDecember 1994 "check
up" of the labour market reform, sabbatical leave was decideé terminated for new
applicants from 1996. Parental leave and educational leave were peadanent, but

® This was explicitly argued as a matter of citizfgip — e.g. by Prime minister Poul Nyrup Rasmusisétis
parliamentary opening speech in 1995.



compensation for parental leave was gradually lowered from 80 tor6€epe This re-
duced take up substantially. In the period from 1995 to 1997 the number oéméeipn
parental leave and sabbatical leave was reduced by more th&albfRostgaard et al.,
2000; Ministry of Finance, 1997).

In the government's 1995 Budget agreement with the Conservitivase 2 of
the labour market reform), transitional allowance was agreée terminated from 1996
(and phased out over ten years). As part of the 1999 Budget agreemi®88jneduca-
tional leave for unemployed was restricted to nine weeks, and from 2@@8 abolished.
As part of the 2000 Budget agreement, educational leave was teaiinated altogether
from 2001. Parental leave was phased out from 2002 along with tbduation of a new
one-year maternity leave scheme.

In short, by 2000-2001, the citizens’ wage path was completely closedmUst
be seen against the background of a dramatically improved emgnbysuation where
nearly 25 years of mass unemployment had unexpectedly come to aeeriigire 1). In
this situation the new measures could be adopted virtually withouteaistance, It is a
good illustration that high economic growth can often be even more condoaiedfare
state retrenchment than austerity. In fact, the economic upswaisi@ driving force behind
nearly all reforms in this field since the mid-1990s - refomhsch have constituted an

almost uninterrupted series of tightening.

" Not surprisingly, the Ministry of Finance saw tteusal order differently in its reports: It wae thew
measures to fight structural unemployment thatdeaed the sudden and dramatic decline in unemploy-
ment.



Figure 1. Registered unemployment, 1970-2007. Per cent of labour force.
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Note: Calculated as full-time unemployed. Survegdibstandard unemployment rates (SUR) are usudlly 1

per cent lower

The Active Line

The active line was rooted in the notion of structural unemploymeip@ricular in the
idea that structural unemployment derives to a large extent &ramismatch between
minimum wages and labour productivity, or (to be stressed more2&ddy) from incen-
tive problems. From this philosophy, five functionally equivalent policas be derived:
(1) Lower minimum wages; (2) subsidies for low-productive wo8y; gctivation: im-
proved productivity through education and job training; (4) strongeniives to work
(lower benefits for unemployed or lower taxes for employady (5) stronger criteria of
conditionality® In order to avoid lower benefits and minimum wages, the uniongptacte
the other measures. It is the combination of activation, more stmatitions of benefits,
and shorter duration of benefits - new rights and new duties h#isatharacterized the
Danish "Active Line". And it is the changed balance between rigiislaties that charac-

terize its development since 1994.

8 In addition, everybody could agree that mismatetnieen demand and supply as regards types of igaalif
tions contributes to structural unemployment anttlérmecks. This was embodied in the close monigpah
potential bottlenecks by regional labour marketrdea



The reforms of the 1990s have retrospectively been describecfasm in three
stages: The 1993 Labour Market Reform (including a "check up" in the T#8dnaent
over the 1995 Budget); the 1995 amendment which was part of 1996 Budgetegreem
and the 1998 compromise over the 1999 Buddss.to the balance between rights and
duties, the first stage of the reform was ambivalent. In the 1988wemaximum unem-
ployment period was fixed to seven years; the 1994 amendment introdugietdahd
duty” to activation during the last three years. But re-qualifinatequired (and still re-

quires) only 26 weeks of ordinary employment.

° Although the new policies have been described @saage from a “passive line” to an “active linative
labour market policyas suchwas not an entirely new phenomenon. Denmark Hasgtradition of active
labour market policies, but it was rooted in diffiet philosophies and far less goal-directed togopaople
back to employment. Already by 1977, municipaliteesd counties were required (in a Law about youth
unemployment) to establish employment projectscation and courses etc. for the young unemployed. |
1978, a job training programme was adopted, sopbaple in danger of dropping out of the unemployme
benefit system were offered an "appropriate" jobthe mid-1980s, this was supplemented by subaiglizi
education or the establishment of a private firmshort, the old system was not characterized ysdigl
"passive support". By 1992, 13.9 bill. DkK (abodt bct. of GDP) was spent on active labour markét po
cies (including rehabilitation), and calculated"fgl-year persons”, 116.200 persons participatedadtiva-
tion broadly defined (Commission on structural labmarket problems, 1992). According to OECD defini
tions and calculations, spending on active laboarket policies went up from 1.1 per cent of GDPL@86
and 1990 to 1.8 per cent in 1994 and 1997. By coisga, the unweighted EU average was 0.9 per dent a
GDP in 1985 and 1990, and 1.2 and 1.1 per cer@dd And 1997, respectively (Martin, 2000 p 85).
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Figure 2. An Overview of Labour Market Policy in Denmark in the 1990s: Two

Paths.

"Path of activation"

"Citizen's wage path"

(1990-1992:
tightening for young unemployed

on social assistance)

1992. Transitional allowance for long-term unem-
ployed 55-59 years (compromise over 1992 Budg
dec.91)

1992. Parental leave: 36 weeks. Conditional on jo
rotation and employers' acceptance

1992. Educational leave (from feb.93 access also

unemployed)

3%
—

O

fo

1993 Labour Market reform | (implemented from
1994)

-Duration unempl.benefits 7 years (plus leave),
- not possible to regain entitlements through
activation

- Decentralised corporatist labour market policy
- Individual plans of action for long-term

unemployed

1993. Labour Market Reform I:

- Parental leave. Including unemployed. 13 weeks|
right. Up to 52 weeks conditional on

employers' acceptance. 80 per cent of maximum
UB + additional support from many municipalities
- Sabbatical leave (same compensation; condition
on Job Rotation and employer's acceptance)

- Educational leave (also for unemployed). 100 pej
cent of maximum benefits, regardless of previous]
income. Conditional on employer's acceptance.

- Transitional allowance for long-term unemployed

aged 50-59 years. 80 per cent of maximum UB

a

=

1994 Checkup. (compromise on 1995 Budget).

- Right and duty to activation after four years,
last three years on permanent activation

- Stronger availability requirements and sanctions

- Unlimited right to UB for 50-59 years old

1994 Checkup

- Parental leave and sabbatical leave reduced to 7

(later 60) per cent. of maximum UB

- sabbatical leave to be phased out in 1999.
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1995 Labour Market Reform Il (implemented from
1996; Compromise over 1996 Budget with Conse
vatives)

- Duration unempl.benefits 5 years,

- right and duty to activation after two years

- duty to education for young unemployed (<25y)

after ¥z year (18 months on 50 % UB)

- Eligibility requirement raised from 26 to 52 week
- Duty to accept “appropriate job” after 6 months

- Duty to accept 4 hours daily commuting time

1995 Labour Market Reform Il
- - Transitional allowance for 50-59 years old to be

phased out; entrance closed from Jan 31, 1996

1998 Labour Market Reform Il (implemented fron
1999; Compromise over 1999 Budget)

- Duration unemployment benefits 4 years

- Activation after one year.

- Duty to accept “appropriate job” after 3 months

- Unlimited right to UB abolished for 50-54 years
old

- Reform of Early Retirement Allowance

1998 Labour Market Reform llI:
- Educational leave reduced to 9 weeks for

unemployed

(1998 Law on social assistance replaced by new
law complex, including "Law on active social
policy", stressing duty to activation for everybody

and duty to accept any “appropriate” job).

2000 Duty to seek job actively for social assiséanc

claimants who “only have employment as problen

2000 Educational leave abolished for unemployed
(but right to 6 weeks of education)

2001 Educational leave programme closed

2002 Parental leave replaced by improved matern

leave

Result: Citizen's wage path is closed

=

Source: Goul Andersen (2002), Albrekt Larsen & Gantlersen (2003a:202: 2003b:90).

Active labour market policy was decentralized to 14 regions eadtporatist boards direct-

ing policy implementation according to specific regional needslllyi for all long-term

unemployed, an "individual plan of action"

should be elaborated in a didtmgween the

unemployed and the employment office, describing how activation dmuldesigned in

accordance with the wishes and the abilities of the unemployeelhas the need of re-

gional labour markets in order to maximize employment chaneasdd, 1999). In princi-

ple, this constitutes a strengthening of rights, even though g@adtave not always fol-
lowed the ideals (Olesen, 1999; Larsen and Stamhus, 2000).

The “individual plans of action” have largely been maintained, but wadew

label “job plan” from 2003. However, successive reforms have givennewvey emphasis

12
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to duties. A forerunner which strongly inspired later developmeants av"youth allow-
ance" in 1990 for 18-19 years old. It demanded early activation as aieoriditreceiving
social assistance. By 1992, this was extended to the entirecagelgelow 25 years (in the
1998 "Law on active social policies" which replaced the law orakassistance, this was
further extended to the 25-29 years old social assistance recipients).

From 1995, the three years of “active period” came to includeritji® ‘and duty”
to permanent activation. In the second phase of the reform, durati@mefits was cut to
five years, with "right and duty” to activation after two yeansd entitlements to benefits
now required 52 weeks of ordinary employment. Various other requiremegasding
transport time and duty to take jobs outside one's trade were tighténallly, in 1998
duration was fixed to four years, with (a very costly, it turaat) duty to activation after
only one year, at least for 75 per cent of the time (in educatifmi draining). In practice,
however, the degree of activation declined to 26 per cent in 2000 and 1hper 2804
(Ministry of Labour, 2005b: 11). The 50-54 years old who had until then enjoyeditise
infinitely, were now transferred to ordinary conditions, whereasiaparrangements for
the 55-59 year olds were maintained until 2006.

Further, the 1998 agreement included a reform of the earlymetiteallowance
giving people a strong economic incentive to postpone retiremetititige of 62 (60-61
years old receive only 91 per cent of the allowance and have areohmemt from private
pensions savings deducted from the allowance). Also in 1998, the Law oh Asgig
tance was replaced by a new law complex including a "Law areéA8bcial Policy". Both
the title and in particular the wording of the paragraphs undetimeluty to work? Fi-
nally, a reform of Disability Pension, also emphasizing the wiagkdlongside with some
improvements of benefits, was adopted in 2000.

Concomitantly, at the level of discourse, we find an increasimghasis on incen-
tives rather than qualifications. Evaluations indicated very lineféects of activation as
well as a substantially reduced job seeking during activation. Froam@ 2000, the Min-
istry of Labour (2000) and the Ministry of Finance (2001: 93-97) inarghscame to see
activation as a chilling instrument, as it had been observed thaployad often managed
to find a job shortly before compulsory activation. Further on, the Mynsdinducted
comprehensive studies of incentive structures (Ministry of Finance, 2002, 2004).

19 For details about the rules for social assistatmienants, see Albrekt Larsen & Goul Andersen (2003
87-91); for details about deductions for privategiens, see Goul Andersen (2007b).

13



At the formal level, the Danish rules for the unemployed have beaamag the
tightest in Europe, in particular regarding requirements to dake‘appropriate” job. Al-
ready by 1999, the Government's benchmarking of duty to work plac&htiigh system
nearly on line with Sweden where the duty to work has always beere&lement in so
cial and labour market policy (Ministry of Finance, 1999: 183-87; Govenhaf®99: 290-

91; Goul Andersen 1996: 161). However, not very much is known about actualgwactic
Stricter requirement undoubtedly served as signals and endow jolrsoffitk more au-
thority, but the low level of protests from the trade unions and fronurian-controlled
unemployment insurance funds indicates that outcome may have chesg#aan formal
rules could let one believe. As a more tangible measureretriarkable that the relative
proportions of unemployment benefits and social assistance recipieotsy those who
are registered as unemployed has remained constant over th® Jastrs (Bendix Jensen,
2003) - with the former group constituting some 80 per cent of giltexred unemployed
and even more after 2000.0n balance, unemployment benefits remained generous in
terms of duration and high minima, and even though there was evagestemphasis on
the duty to work, it would be misleading to think that the dranfatimal requirements
were applied that often. In this period policy seems to have denege as signals and
symbols than as processes that has resulted in changes in policy outcome.

Still, the ALMP of the 1990s represented a significant break thi2 past for So-
cial Democrats who had always fiercely criticized anyiatiite in that direction when the
party was in opposition. There are multiple explanations. A new ortlyoofogconomic
ideas seemingly had helped the Social Democrats changeepies - probably catalysed
by similar policy changes elsewhere as the tightening @srii Denmark was by no
means exceptional (Kaligdt al, 1998; Goul Anderseet al, 2002). Further, the party was
influenced by communitarian ideas of social integration (not kb&sMinister of Social
Affairs, Karen Jespersen — who later became a member dilibeal party and in 2007
Minister of Social Affairs in the Liberal-Conservative govermmeTo some extent, the
party was alsdorced to accept tightening as this was a routine requirement from the
party’s coalition partner. The Radical Liberals, and acceptiaganger discipline served
to avoid what could be worse. In addition, concessions in this fieldypaslly the price
to be paid for a compromise with the bourgeois parties over the tldigsever, with

corporatist control over implementation, there was less reluctanaecept new formal

1 See Statistics Denmark, Statistiske Efterretningasejdsmarked (various issues). These figuresato
incluce those social assistance claimants whoa@reansidered available for the labour market.
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requirements. In relation to this, it should also be kept in mind thstt atm@mployed have
usually welcomed activation (Hansen, 2001; Caswell et al, 2002yabtige, activation
typically meant education, and job training was predominantly in thdcpséttor. By
January 2000, 35.000 out of 57.000 full-time activated in the activation sgétie state
were under education; 11.000 were in public job training; 3.000 were recgividance,
and some 8.000 were under various other programni&shis could at all be considered
“workfare”, it was certainly a “workfare light” version.

Still, the most important factor is probably the changing econsomoundings,
with incerasing fear of shortage of labour power among decisikensiaand with im-
proved opportunities to find a job among those who were squeezed by theilasw r
Learning effects reinforced this as it repeatedly appearedawapeople lost unemploy-
ment benefits due to the shorter duration (ArbejdsMarkedsPolitisk Adéndz004). The
economic situation coupled with learning effects is also an impdagnio understand the
initiatives of the Liberal-Conservative government since 2001.

ALMP under the Liberal-Conservative Government
To a large extent, labour market policies under the Liberal-Corsengovernment (sup-
ported by the Danish People’s Party) since 2001 have been in comtmuo&tihe active
line in the 1990's. 4 years duration of unemployment benefits, up to 90npe&oogpensa-
tion (fixed over the entire period), and re-qualification after 26k&émve all been main-
tained. With a few, but significant exceptions for people on socsgtaace (mainly im-
migrants), it has been a policy of stricter conditionality rather than ckgba

This is in accordance with the overall political strategyhef government: Since
the 1920s, there had never been a parliamentary majority to the right without the stippor
the centre parties, in particular the Radical Liberals. ARtdical Liberals was strongly
committed to cooperation with the Social Democrats, the only charmatain a majority
was to win a substantial number of working-class voters from de&lSDemocrats, and
this required, in turn, moderate welfare policies, combined with nigihrepolicies on im-
migration (Goul Andersen & Borre, 2003). Accordingly, the Liberalyparbved to the
left on economic issues and to the right on non-economic or value issues)is holds
even more for the Danish People’s Party which is tough on imnugratit has tried to

occupy a position as a “classical” Social Democratic partyelfare. This strategy was

12 Seehttp://www.ams.dk/sw6459.asp?d=01-01-2000
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successful: Taken together, the parties behind the Liberal-Congergatvernment at-
tracted more than 50 per cent of the working-class vote in 2001 and 20G5gdbanish

People’s Party has for long been the most genuine workasg-garty in Danish politics
(Andersen & Goul Andersen, 2003; Goul Andersen, 2006).

The Danish Liberal-Conservative government has not launched ang s¢taeks
on the UB systeff; in the 2005 election campaign it even promised not to adopt any major
welfare reforms except in a compromise with the Social Destsycand only to be imple-
mented after the next election. As the possibilities to imposager duties, more heavy
sanctions and more fierce controls are nearly exhausted, thebedraselatively little to
do in this field. Further, with low unemployment it was "natural’ptit less emphasis on
education, and to direct attention to people receiving social assistastcleast to immi-
grants. Indeed, as it will emerge below, immigration policyle®me an integral part of
ALMP and vice versa.

For people receiving social assistance, controls were tight alrga&f0t, but the
Liberal-Conservative government made a number of efforts tmgthen incentives,
mainly by introducing negative incentives to remain “passive” antbnse receiving so-
cial assistance, and by introducing positive incentives (suchasdeduction for all em-
ployed) to be “active” for all unemployed. Finally, the governmeist éxploited the op-
portunity to influence implementation and to make institutional cleirgthe administra-

tion of the system.

More People to Work (2002)

The major reform which affected both people on unemployment beastitsocial assis-
tance was entitled “More people to work” (see Figure 3).al$ wdopted in a big compro-
mise between all parties except two minor left wing panid3ecember 2002 and was put
into force from July 2003/January 2004.

The first part was fairly “traditional”: (Even) tougher saois, stronger controls,
duty to take up appropriate jobs from the first day of unemploymedtdaty for young
social assistance claimants to start an education or emxpesanctions and a reduction of
social assistance to about half the ordinary level. Another elewenthe change in ter-
minology from “individual plans of action” to “job plan” that made even enexplicit -

3 The only exception was an attempt in 2003 to thiae a five-week quarantine for better-off unempltiry
in the end, however, the government gave up thpqgsal.
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not least to street-level bureaucrats - that the governmsheaito put more focus on
getting the unemployed directly into the labour market.

However, as a new element the 2002 reform also reduced socsthrssienti-
tlements in a number of situations in order to ensure that people alwags have an
incentive to take a job paid at about a minimum wage. Familiesewdath spouses re-
ceived social assistance had their payment reduced by some 100Q1BKI) after six
months; in return the one spouse was allowed to have somewhat highiegedefore
this lead to set-off in social assistance of the other. Neodiliag on social assistance was
imposed for families with extraordinary high expenses who hadqusly received addi-
tional support; this meant a reduction of up to 2580 DKK (about 350 €) peh rfant
some families. Finally, if a wife was considered a homemakerailable for the labour
market, social assistance was withdrawn and replaced by a hfsuseywplement. This
supplement was finally totally abolished in thelfare reformof 2006. The acceptance of
these measures were not unaffected by the fact that ilemmsgconstituted three quarters
of the families where both spouses received social assistameg/ (chance for alle2005).

Another new element in the 2002 reform was a downplaying of activatich
was now supposed to be applied in a more flexible and goal-orientethmaghout the
unemployment period. The 75 per cent requirement was replaced lyieemgent that
after the first year, unemployed had the right and duty to treated after 6 months of
unemployment. Savings from this and other measures were resestealdi for a tax de-
duction for all those who are in employmeRlefe i arbejde, p. 1b This was later imple-
mented in the 2003 tax reform where a (universal) 2% per cent deduas introduced

for all wage income up to a ceiling.
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Figure 3. Labour Market Policy in Denmark since 2001

Unemployment Policy

Immigration/integration Policy

2002: “More People to Work”

- more control with administration of duty to work
- duty to take “appropriate job” from day one for
people on UB and SA

- tougher sanctions

- duty to take an education for people < 25 years
- sanctions + SA reduced to student allowance
level for people < 25 y. who fail to do so;

- SA always reduced to student allowance level
for people < 25 y. after 9 months

- lower social assistance after 6 months for fasilivhere

both spouses receive SA (about 1000 DKK
less per month for about 21.000 persons)

- lower ceiling to social assistance for familieishw
high expenses (reduction up to 2580 DKK per
month for about 13.000 families)

- social assistance replaced by spouse supplement
if spouse is not considered available for the labo
market

- higher income for one spouse before reduction in
social assistance of the other

- more intensive contact and flexible
activation throughout the period

- right to 6 week education by choice and 6 weeks
upon agreement

- reduced spending on activation; money
reserved for “employment deduction” in
income tax
- harmonization of rules for UB and social assistan

“appropriate job” from day one
active jobseeking during activation

X

X

X works test linked to “intensive contact”

X harmonization & simplification of sanctions
X

stronger control

2002: New law on immigration

- strongly reduced “start support” for people who

have not stayed in the country for 7 years

(including Danish citizens returning from abroad)

X reduction by 15-60 per cent, depending on fatyihe
X from 7919DKKI1 5103 for single person

X from 11400 DKK 8200 for family with two children

2005 checkup

A checkup was envisaged in the 2002 reform, bugver
came to negotiations.

2005 “A new chance for all” - integration agreement
- spouse supplement abolished
- child benefits for 15-17 years old children cagént on
education or job relevant for education
- duty for young social assistance claimants < 25y
to start an education - or they lose SA
- integration contract with a job plan
- a minimum requirement of 300 hours work in
two years (2006-07: 150 hours in one year) for a
family where both spouces receive SA. Otherwise
regarded as a homemaker not eligible for SA.
5 matching groups; full requirements for 1-4
gr. 1: good match
gr. 2: good match, a few qualifications missing
gr. 3: partial match: some relevant qualifications
gr. 4: low match: only very limited job functions
are possible
gr. 5: no match: no job functions possible (no
requirements of job)

- repeated activation for SA recipients even ifthe
have other problems than unemployment
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2006 Welfare Reform Agreement

- interview with unemployment insurance fund after

weeks

- Systematic controls every 3 months of the obidayeto

be available for work
- seek job each week at the internet

- Right and duty to activation after 9 months ném-

ployment

- Prolonged right to unemployment benefit for 55y8@rs

abolished

- Right and duty to activation for 58-59 years old
Source: Goul Andersen (2002); Albrekt Larsen & Géuidersen (2003a:202: 2003b:9G)ere i arbejde
(2002);En ny chance for all€2005);Velfeerdsaftale 20.06.20F8006).

Finally, the rules for the two categories of unemployed on pi@mment benefits and so-
cial assistance, respectively, were harmonised, and it xydisitty stated that the system
should move towards a one-string system. This was implemented 0@%municipal
reformwhich from 2007 reduced the number of municipalities from 270 to 98 and strongl|

changed the division of labour between the local and the regional level (see below).

New laws on immigration and integration

Because of lower unemployment, attention has turned towards assisfiance claimants.
This means at the same time that a number of measureie daetodirected primarily
against immigrants. Conversely, new policy packages in the fiefdmoigration and inte-
gration policy have contained a numbegeheralsocial policy elements.

The most dramatic one was t&@02 Law on immigratiomwhich introduced a new
social assistance scheme (start assistance) for immtsgr@gardless of citizenship, that is,
including even Danish citizens) who have not stayed legally isdhetry for 7 out of the
last 8 years (see Figure 2). As compared to standard sodshass, reductions typically
varied from 35 (for a single above the age of 25) to more than 5@&pgrdepending on
household composition (the largest reductions were for people with chilivéeyeas the
Danish social assistance is about the most generous in the prantting 60 per cent of

maximum unemployment benefits plus additional support), the so-caliad assistance”
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and "introduction allowance'Starthjeelp/ introduktionsydelseés about thdeastgenerous
social assistance scheme to be found in North-Western Europe (Jensen, 2005).

Officially, the scheme was meant to improve work incentives;elvew the main
purpose was a chilling effect aimed at reducing immigratiorhodigh the new immigra-
tion law was carried through Parliament against the votes of dbml®emocrats, the
party has largely accepted it — except for the severely reduced entigéfnent

The most remarkable is the 2005 integration pacKageew chance for all’
Originally, the Social Democrats joined the agreement, but thg péhdrew from the
negotiations when the agreement was to be implemented in the laws in the autumn of 2005.
Apart from a number of measures to improve education and employmentunyies
specifically for immigrants, the agreement on the integratiarkagge also contained a
number ofgeneralrules that applied equally to ethnic Danes and ethnic minorities. For
instance, young people were denied any social assistanitefahay refused to take an
education, and child benefits for the parents of 15-17 years old chil@rengiven only if
the children were attending an education or having a job relevantdateutiu Next, it was
underlined that social assistance recipients have a duty to e @etiteationeven ifthey
have "other problems than unemployment".

Still, the most remarkable and most controversial part wasetiigrement that
people in households where both spouses receive social assistanceippaged to work
for at least 300 hours in a two-year period in order to maintailalsagsistance, unless
they are considered unable to assume any job functions at alloworeas the entire
household is formally the recipient of social assistance, the #igho(Arbejdsmar-
kedsstyrelsen) took the opportunity to extend the rules to all miazoigial assistance re-
cipients. Social assistance recipients are divided into fivechirag groups’ according to
their degree of employability (as judged from qualificationduidiog language skills,
health problems, and personal problems such as psychic problems omoflbiusgs or
alcohol). The four groups are obliged to work for welfare, by tagmgrdinary job from
time to time. Otherwise they will lose their social assise. Matching group 4 which is
the most controversial and accounted for 41 per cent of all those vdieesksocial assis-
tance by mid-2005 (Arbejdsmarkedspolitisk Agenda no.17, 2005) is describelbwas a
matching group where "only very limited job functions are possilitetas actually a

14 A similar programme had previously been adoptethbySocial Democrats in 1998 and implemented in
january1999, but after one year, the benefit weedato normal social assistance level. (Hanserafdén,
2004).
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quarrel over this group which made the Social Democrats leavegfadiations about the
implementation.

Thus, in 2002 and 2005 we see a turn towards genuine cuts in order to strength
economic incentives, towards strong work requirements that are appr@agenuine
workfare, and towards very strong requirements for young peopl&eoata education.
These measures apply to all residents regardless ofnsiige But many elements were
nevertheless contained in a package on integration, and in praotigeyill mainly apply

to refugees and immigrants.

Administrative reform and private providers
A last element is administrative reform whiclould be quite far-reaching. The 2002
agreement abouvlore People to Worlobliged the authorities responsible for ALMP to
allow private providers of activation and other activities acoessompete for projects.
(Bredgaard & Larsen 2006). This has proceeded quite far but nat as fn pioneering
countries like the Nederlands and Australia, and the level seehave stabilized in 2004
(Arbejdsmarkedsstyrelsen, 2004). The public employment agency haimad respon-
sibility for almost 2/3 of all insured unemployed. Another importspgect is that the la-
bour movement itself is a key actor (if nihie key actor) among the private providers
(Bredgaard & Larsen 2006). As to effects, not very much is knownt beeins that those
unemployed who have participated in privately provided projects have beersapisfied.
Expectations that private actors would be able to benefit fronr loettéacts with employ-
ers have not been met, however. By and large, private actorsxbabeen innovative in
introducing new methods to get unemployed to work (Bredgaard & Larsen 2006).
Another major change was the municipal reform which came inte foom Jan.
1, 2007. The reform introduced a one-string system with Job Centres, grihgijob of-
fices for recipients of unemployment benefits and municipal atgm®ifior social assis-
tance recipients together in one organization. So far, the two administrationgan tes-
tres remain separate except in 14 municipalities experimentithga joint administration.
The official argument (perhaps less plausible in a full empémgreituation) is that people
receiving unemployment benefits and social assistance often imaNa $roblems and
should be treated alike. But needless to say, the government hasesdamber suspicion
for intending to use the administrative reform as a device for irgltiade union influ-
ence. As long as the regional ALMP was guided by corporatistgotire interests of the
trade unions were unlikely to be neglected. In principle, one could imagine tinetgecof
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administrative structure could lead to an entirely differentaué without changing the
formal rules. It remains to be seen, however, whether the unionsngpldyers associa-
tions manage to obtain (formal or informal) influence at the mpalidevel equivalent to

what they used to have at the regional level.

Outcomes

Apart from a strengthened emphasis on incentives, in partiamiamfigrants, most of
the ALMP changes 2001-2007 were in continuation of the changes that smekdalring
the last years of the Social Democratic coalition governmelusever, partly due to po-
litical signals and institutional changes, and probably even maéadthe improved em-
ployment situation, there seems to have been more significargeshanoutcomes since
2001. A thorough examination of the municipal administration of sociatasse in 2006
(Stigaard et al., 2006) revealed that lenient administration afutBs had certainly come
to an end. In particular, the emphasis on work seems to be followedstyiathy, even
though it runs counter to the professional values of many social woNk&r only have
anecdotic evidence about the situation at the job offices, but few waektion that the
rules are administered much more strictly than previously. ¥t lmesinterpreted as an in-
stance of conversion (Streeck & Thelen, 2005) where institutiongadirected to (partly)
new goals, but undoubtedly, the employment situation by itself is datisive. At any
rate, one could easily exaggerate the importance of the chantpesformal rules in the
1990’s; since 2001, however, the gap between formal rules and practoalistration

seems to have been closed.

Late 2000’s: policy change at a crossroads?

It would be tempting to imagine a continuation of changes towarelsgstrening incen-
tives by means of further cutbacks, further tightening of conditignaitd increasing di-
visions between residents and immigrants. However, there agsathese indications that
this is most likely not the case.

The first indication is th006 welfare reformThe main element in the reform
was an indexation of retirement age from 2019, but it also contaitediea number of
changes in labour market policy. However, the scope of these chaageguite limited.
As to conditionality, the main elements included:

- removal of special arrangements for older unemployed

- mandatory job seeking at the internet each week
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- right and duty to activation after 9 months (previously 12 months)
- almost 100 per cent activation after 2% years of unemployment
- assessment of availability for a job each third month

- a larger role for unemployment insurance funds

Most changes were marginal adjustments, and there were lyirn@lnew initiatives
aimed at strengthening incentives. Of course, this is parthetexplained by the broad
political compromise over the reform. But a more straightforvesimlanation is that fur-
ther reforms are difficult as rules have been tightened aboutels as possible. In short,
it seems that the path towards successive tightening of condityaared strengthening of
incentives is about to be exhausted.

The second indication is government discourse. In principle, it would lsébjgos
to cut unemployment benefits and shorten duration. Business intanest®any econo-
mists have often proposed to shorten duration from four to 2% years. HotnevegQqv-
ernment has explicitly endorsed the idea of “flexicurity” in spes and pamphlets (e.g.
Ministry of Labour, 2005a), including relatively generous unemployrengfits and long
duration. Some might see this as a way of paying lip servieectmcept that is often in-
voked as an explanation of Denmark’s current economic success. Hojsvas the dis-
course of structural unemployment had impact even on the labour movierttentL990’s,
one should not underestimate the importance of the "flexicurity disebuin the first
place, it fits the strategic interests of government leageisa maintaining support from
working class voters. And secondly, it has come to serve as a cofrananof reference
for decision makers.

Finally, just like negative evaluations impacted on activatiaactpres around
2000, negative evaluations seem to impact on the future of ALMP ilatén@000s. The
effects of the work requirements for social assistance estgpremain to be seen (for pre-
liminary evaluations, see Christensen, 2007 and Ankestyrelsen, 2007)véfpweost
studies indicate that effects of even strong incentives #nerramall (Rosholm, 2006;
Clement & Goul Andersen, 2006). There is much dispute about the affdbis start as-
sistance. The government maintained that it does have an effaoptoyment; Hansen &
Hansen (2004) and Blauenfeldt et al. (2006) strongly argued thatdkiaat the case. The
issue seems partly to have been settled in a report concludingnpbiyment rates in-
crease from some 10 per cent to some 15 per cent (Huynh et al., R807h an evalua-
tion of the 2002 and 2005 reforms, a report by the Ministry of Employ2906) con-
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cluded that these reform had not been very efficient, and the MinisEEmployment ad-
mitted that even though the current measures would be maintainedyvgrargent would
have to focus more on barriers in the future (Berlingske Tidende, 31. October, 2006).
Thus it could seem that ALMP is at a crossroads. As long eslitheral-
Conservative government remains in office, reforms already ediaoe unlikely to be
reversed. But it does seem that the development towards ever natreriséria of condi-
tionality and towards stronger incentives has come to an end. Thiateslthat pragmatic
policy learning does seem to have an effect, but there arsttyriew elaborated guide-

lines for possible future directions of policy.

Conclusions

It is sometimes hard to believe that there is only 15 yeavgebatthe Danish labour mar-
ket policy in the second half of the 2000’s and the policies of tthe #390's which came
close to a citizens' wage regime with almost unlimited daumadf benefits and little em-
phasis on the duty to work (Goul Andersen, 1996). From a one-sided emphasisabn
rights of the unemployed, all priorities have been directed towardgily people to

work. Even if policies cannot be described as pure workfare (ag athar elements re-
main), they have moved strongly in this direction, At the level s€alirse, this started
already in the late 1980’s, The 1990’s witnessed a series of pblrges which formally
made the Danish unemployment regime one of the most tightrop&. And since 2001,
this has been supplemented by strengthening incentives. Howsvenost important ef-

fect is undoubtedly at the level of outcomes where the formal regems seem to be
used in practice in full scale.

Still, it must be underlined that the uses of economic incentieekighly selec-
tive, and that 4 years of duration and up to 90 per cent of replacemein¢ florvest paid
workers has been maintained. The discourse of flexicurity, attmdactical political in-
terests, makes it unlikely that this will change overnights kiso worth noticing that the
relative distribution of registered unemployed between people regeiuiemployment
benefits and social assistance has remained the same otippezhin favour of unem-
ployment benefits. Thus the result is an extremely work odemtgime with tight controls
but with maintenance of most of the elements of generous protethienbalance has
tipped between activation measures aimed to support those unemployecdrifaren

measures exerting strong pressures on people to take any job.
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In relation to previous discussions about the “stickiness” of theawee#itate, the
amount of changes over the last 15 years is impressive, even theuggsic security ele-
ments have not been sacrificed. Among the explanatory factorsntaenty find political
interests: The Social Democrats managed to adopt the new supplpasiadigm of the
labour market without following the policy recommendations usualip@ated with this
perspective. Rather, it found alternative policy solutions thag &kso consistent with the
paradigm; the coupling between paradigms and solutions turned out to be lessndstermi
than sometimes assumed. Also the turn towards actual implemerdhtiongh controls
and uses of incentives under the Liberal-Conservative governnmexylisable in terms of
political interests.

However, simple learning effects also seem to play a rdle.Social Democrats
changed course, first by terminating new leave programmesatandy changing empha-
sis in the activation effort. Even the very beginning of thévadine was affected by
seemingly positive effects of some minor programmes among the.ylbuiso seems that
negative evaluations of the most recent programmes had an leffgeceventing further
moves along these paths. Paradigms and elite discourse also phagcatant role. The
switch to a supply side paradigm had no immediate impacts, butigershape policies in
the longer run. And the elite discourse on flexicurity had, once itadapted, an effect of
its own.

Still, the improved employment situation is probably the singlet nmygortant
determinant of the changes that have taken place. In contrast gstimeption that welfare
state change (retrenchment) is determined by austergigems that in the field of labour
market policy, prosperity is much more important. The need for mboailgower is a
major concern, and the possibility to legitimate tighter rules gituation where jobs are
available is obvious, This also implies that, other things being ,eeqeatould expect a

certain reversal if the economic situation should suddenly change.
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. Destandardisation and the welfare state.

10. Ageing and the pension system
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12. Public and private provision of social welfare (supportive project)

13. Voter constraints and dynamics

14. Immigration and the legitimacy of the welfare state (supportive pyrojec

The project is described at the home page:
http://www.socsci.aau.dk/ccws/projects/AWelfaresystems/a22.htm
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