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1. Introduction

Enduring mass unemployment is generally recognized as the most important challenge to the
Western European welfare states, not the least to the universalist Scandinavian model. Beyond
low economic growth and budgetary pressures, the threat of marginalisation - sometimes
described as a "two third’s society” - may undermine the very cohesion of society because of a
Yoss of citizenship among the marginalised and losses of solidarity among the employed majority.

But to which degree has the universalist welfare state been able to meet these economic,
social and democratic challenges? Does the experience of the last decades reveal the inherent
weakness and vulnerability of the welfare state? Or does it rather demonstrate its strength and
viability? This is the basic question of this article which examines the alleged consequences of
weak economic incentives as well as the welfare state effects on marginalisation and political
polarization.

In several respects, Denmark provides a strategic test case. The Danish welfare state
comes very close to a universalist ideal type - according to some scholars even more so than
Sweden (Rold Andersen 1993). And although the Scandinavian welfare states have usually been
described as employment regimes strongly committed to active employment policies (Esping-
Andersen 1990), probably no existing welfare system has come as close to a citizen income
system as Denmark did in the 1980s and early 1990s. Thus most of the observations below are
relevant also to discussions about a citizens' income strategy.

Returning to the welfare state in general, it is characteristic that beliefs in the problem-
solving capacities of the welfare state have declined within the last two decades (Sandmo 1991;
Hagen 1991; Kaufman 1985). Once, the welfare state was seen as a solution to most social
problems generated by market forces. Today, there is less belief in the capacity of the welfare
state to overcome such problems. The welfare state is rather seen as a victim of such forces, in
particular because of the financial stress imposed by exogenous changes in the economic (and
demographic) system. Frequently, the welfare state is even presented as the main economic
problem, i.e. as an impediment to the smooth functioning of the market. The economic problems
are not caused by exogenous factors; rather, they are endogenous to generous welfare state
arrangements. In particular, attention has been directed to the inflexibility of labour markets. This
includes, inter alia, high minimum wages and compressed wage structures; insufficient mobility;
insufficient incentives of the unemployed to seek employment and the associated fears of a
"dependency culture”; and the disincentives of the employed (“the insiders”) to allow the
unemployed ("the outsiders") to gain access to the labour market. The argument is that such

structures generate structural unemployment and low occupational growth (Hvidbog 1989). And




the arguments may be substantiated by comparing the job-generating capacities of the American
and the European economies.’

In this critical perspective, many problems derive from exactly what was earlier
considered one of the main achievements of the welfare state: Social rights which to some degree
emancipated the individual from the forces of the market (Marshall 1949) - or "decommodifica-
tion" as Esping-Andersen (1985) labelled it. In an economic perspective, several aspects of "social
rights" or "decommodification" translates into "disincentives” and "market imbalances".
Structural unemployment which is frequently defined as the lowest level of unemployment
compatible with stable inflation, derives from a mismatch between wages and labour productivity,
from insufficient mobility, or from decreased willingness to work. What is needed, from this
perspective, is more “correct” incentive structures compatible with the forces of the market. And
as the universalist welfare state has the least "correct” incentive structures, it is - other things
being equal - the most threatened welfare model.

Economists rarely consider the social and democratic aspects of the welfare state
explicitly. Not only because their main concem is with the labour market and the economy. But
also because the other aspects may seem to follow immediately: In the first place, if the economy
deteriorates, the financing of generous welfare arrangements becomes impossible anyway.
Secondly, labour market marginalisation is usuaily believed to generate identity problems or -
even worse - a culture of dependency - which implies that large numbers of unemployed become
socially marginalised, i.e less and less integrated in ordinary social life. And alongside with
increasing financial stress and deeper segregation, those who are in stable employment gradually
loose solidarity with the marginalised (Christoffersen 1995).

However, the idea of a citizens' income highlights the fact that lack of labour market
participation does not necessarily entail social marginalisation. And whereas a primary goal of
the welfare state - not the least in Scandinavia - has traditionally been to ensure full employment,
the second best option has of course been to prevent labour market marginalisation from leading
10 a broader social and political marginalisation.

This leads to a few more general considerations about the concept of marginalisation and
the relationship between the welfare state and marginalisation. In general terms, marginalisation
may be defined as an intermediary state between full inclusion and full exclusion (Halvorsen
1995; Johannessen 1995). Whether or not we should move beyond this minimum definition and

include the supplementary criteria "permanent” and "involuntary", is largely a matter of taste: If

1 In the USA, the number of jobs increased with 18 per cent from 1980 to 1991 where as the figure in
Denmark was among the lowest even in Europe: 3 per cent, cf. Goul Andersen (1994).
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we follow a maximum definition, conventional operationalizations of marginalisation are not
valid; below, we follow the minimum definition, which of course means that the two criteria
become indispensable in the description of the intensity of marginalisation.

Next, we must distinguish between labour market marginalisation, social marginalisation
and political marginalisation. Labour market marginalisation means long-term or recurrent
unemployment. Social marginalisation is a question of a loss of social network, or at least a loss
of integration in the standards and way of life in society. Political marginalisation may be seen
as a component of social marginalisation (following Marshall's notion of social citizenship) or
as an independent variable. Political marginalisation may be defined as loss of politically relevant
participation. Finally, there is the question of political polarization between the fully integrated
and the marginalised (and those who are entirely excluded).

These variables are usually assumed to be related (see figure 1): Enduring unemployment
may lead to a marginalisation at the labour market which may further entail social and political
marginalisation (Mgller 1989, 1995a, 1995b; Pixley 1993; White 1990). And as a consequence
of this increasing segregation of society, the (mutual) solidarity between the fully integrated and
the marginalised may break down: The marginalised may loose confidence and develop a hostile
attitude to the surrounding society, and the fully integrated may loose their willingness to pay for
the marginalised.

Further, there may be a number of "vicious circles”: Labour market marginalisation is
tantamount to structural unemployment which makes it difficult to fight unemployment, even in
periods of prosperity because bottlenecks and inflation problems emerges long before full
employment. Social marginalisation reinforces labour market marginalisation as socially
marginalised persons are less likely to return to full integration at the labour market. And political
marginalisation means lack of influence opportunities which may lead to a worsening of the
social conditions of the marginalised.

However, the very purpose of the welfare state is to break or at least to modify all these

associations and vicious circles:




Figure 1. Welfare state, Unemployment, Marginalisation and Political Polarization: Contingent

Associations and "Vicious Circles".
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(¢)) To fight unemployment (as far as possible).

2) To break or modify the relationship between unemployment and labour market
marginalisation (e.g. through maintenance of the resources of the unemployed, through
active labour market policies, and through education that ensure high minimum
qualifications and thus make equality more compatible with flexible labour markets).
To the degree that unemployment is structural, this will also help to lower aggregate
unemployment rates as such in the long run; meanwhile, it may at least alleviate the
consequences for individual citizens.

(3) To break or modify the relationship between labour market marginalisation and broader

social marginalisation (e.g. by provision of sufficient economic resources, housing etc.).



4 To break or modify the relationship between labour market or social marginalisation and
political marginalisation (e.g. by provision of resources for participation and opportuni-
ties of participalion).2

(5) To break or modify the relationship between marginalisation and political polarization
(e.g. by welfare systems that avoids stigmatization of those who receive public aid and
which, more generally, avoids clear divisions between the marginalised and the
integrated).

It is also at this point that welfare systems differ in their capacities and assignment of priorities.

Some of these are related to the ideal typical distinction between universalist, corporatist and

selective/residual welfare models; others (such as provision of resources and opportunities for

participation) are not. However, there are also considerable disagreement as to whether the
welfare programmes work as intended. Economists frequently look at the unintended side-effects
which lead them to hypothesize that the effects are counter-productive as weak incentives
increase labour market marginalisation and, consequently, other forms of marginalisation as well
as political polarization (usually they only have a vague notion of these other relationships).

Those who have some confidence left in the welfare state, on the other hand, believe that the

causal relationships sketched in figure 1 are contingent, i.e. that they may be overcome or

modified by appropriate welfare state action.

Below, we assess some of the effects of the Danish welfare system, mainly on the basis
of two nation-wide surveys: (1) The Danish 1994 Election Survey which included large question
batteries on welfare state and labour market attitudes, and (2) A survey of long-term unemployed
conducted by the Danish National Institute of Social Research. Both surveys were carried out in
October/November 1994° Below, the two surveys are referred to as "Election Survey” and
"Unemployment survey”, respectively. First, however, we shall introduce the main features of the

Danish system.

2) In Denmark, resources for participation are (intended to be) provided by the basic educational system
where upbringing to a democratic citizenship is listed as one of the main purposes. Opportunities of
participation (even for less resourceful citizens) may be provided by formal or informal user influence in
public service institutions and other forms of community participation.

3) Both surveys were nation-wide, representative samples. The election survey included about 2000
respondents (data collected by The Danish Gallup Institute); The unemployement survey included about
1250 uncmpk:f'ed with at least six months of unemployment in 1994 before the interviewing took place
(data collected by The Danish National Institute of Social Research).
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2. The Danish Welfare System.
Welfare expenditures are not significantly higher in Denmark than in other Northern European
countries such as Germany or the Netherlands, nor is the burden of taxation. The differences that
appear in OECD statistics etc. are mainly artifacts of taxation systems and national statistical
procedures (Det gkonomiske Rad 1989; Goul Andersen & Munk Christiansen 1991;
Finansredeggrelse 1994). It is the rules, institutions and priorities that distinguish these welfare
systems, not the level of publicly provided welfare or taxation in general.

As mentioned, the Danish welfare system is a universalist system with some resemblance
10 a citizens' income system. It is universalist in the sense that access to transfers and services are
typically tied only to Danish citizenship, not to previous contributions. And it is resemblant to a
citizens' income system in the sense that there is a public transfer income for almost all adults
who are not gainfully employcd.4 Apart from some 1%2 per cent who are housewives, virtually all
adults are covered by some sort of public support (source: Election Survey 1994; see also Goul
Andersen, forthcoming).

Like in other welfare systems, the welfare arrangements for the unemployed include an
(income replacement) system of unemployment benefits and a (means-tested) social assistance
system for those who are not entitled to unemployment benefits. Formally, the system of
unemployment benefits is organized as a (voluntary) insurance system - with strong links between
trade unions and unemployment insurance funds - but the bulk of financing is carried by the
state. As it has so far been rather easy to get entitled to unemployment benefits and to maintain
this right, even this system has clear universalist traits. By 1995, the system was tightened
considerably, but as it is the effects of the rules before 1995 that are revealed in our data, we
describe below the rules and practices as by 1994/95 (see figure 2):

4) This does not only include the unemployed and the disabled but also:

(1) Old-age pensioners who receive a universal flat-rate pension financed through general taxes. It is
neither related 10 previous earnings, nor to previous employment apart from a fund-based supplement
(ATP). With this ATP supplement, with a means-tested supplement, and various subsidies (especially rent
subsidies), single pensioners without other incomes are able to maintain approximately the same living
standards as the lowest income groups at the labour market (but compared to other European countries,
pension expenditure is relatively low).

(2) Students above 19 years who receive state support independently of parents’ economic conditions. This
support does not quite cover the students' living expenses but it is nevertheless the most generous among
the Western European countries.

5) In a purely formal sense, this was changed by the 1993 1ax reform which introduced a special tax 1o
finance most of the state’s contribution to unemployment benefits and other labour market policies.
Although this tax is formally labelled "labour market contribution" , it is referred to in daily speech simply
as a "gross tax”.




Figure 2. The Danish Unemployment Benefit System, by 1994/95.

Unemployment benefits:

1 Easy Access: 1 year of membership in Unemployment Assurance Fund, 26 weeks
of employment within the last 3 years.

2. Long Period of Support: 7 years; up to 9 years if leave opportunities are fully
exploited; then 26 weeks of ordinary employment is demanded to begin a new period
(however, the unemployed have to participate in an emf]oymenl programme or
education after 4 years where they only receive unemployment benefits).

3. Hl%h Level of Compensation: 90 per cent of former wage, with a relatively low
ceilin:
¢! 1.0(%0 DKk per month before tax). In practice, it comes close to a flat-rate benefit.

4. Little Control with active job-seeking (depending on the business cycle).

Early retirement and leave arrangements:

5. Parental leave, educational leave and sabbatical leave: The leave arrangements,
introduced by 1992 and 1993, makes it possible to leave the labour market for a
shorter period and achieve from 60 (originally 80) to 100 per cent of maximum
unemployment benefits. Parental leave and educational leave is a right when sabbatical
leave presuppose an arrangement where the employee is replaced by an unemployed.

6. Early retirement Allowance: People aged 60-66 years may leave the labour
market before the formal pension age of 67 years. During the first 2V years,
they are entitled maximum unemployment benefits; for the remaining period 80

r cent of that amount.

7. Transitional Allowance: Long-term unemployed aged 50-59 years may receive a
transitional allowance (80 per cent of maximum unemployment benefits) until
they can receive early retirement allowance from the age of 60.

In the first place, it was easy to gain access to the system: It required only one year of membership
and half a year of (normal) employment to achieve full entitlements. These rights are equal to all
unemployed, regardless of former employment, age, family situation, etc. Secondly, it was also
easy to remain in the system for a Jong time: The unemployed were entitled to receive unemploy-
ment benefits for 7 years (occasionally 9 years if parental and educational leave opportunities
were fully exploited). After 4 (6) years, the unemployed had to participate in some work
programme or attend an education. But after half a year of normal employment, they could begin
a new unemployment period of 7 years.

Thirdly, the compensation level of 90 per cent is very favourable to Jow-income groups.
In practice, the low ceiling has declined gradually since 1995 (Pedersen, Pedersen & Smith 1995)
and that it is nearly a flat-rate benefit. The average compensation level for all the unemployed is
only slightly above that in Germany and the Netherlands (e.g. DGR 1989; Goul Andersen &




Munk Christiansen 1991; Ploug & Kvist 1994b), but low-income groups hold a much more
favourable position and frequently have smali or no economic incentive to work.®

Finally, the control systems have typically been very liberal. The unemployed cannot
refuse if they are offered an appropriate job, and formally, they have to be actively job-seeking
and able to take a job immediately. In practice, however, there has been little control with active
job-seeking. The duty to take a job is maintained but during recession periods (such as 1987-
1993), the unemployed were not too frequently offered a job if they didn't want it.

This relatively generous system of unemployment benefits corresponds with an unusually
low degree of employment security in Denmark. This welfare mix probably has the effect of
enhancing flexibility and competitiveness in an economy dominated by small- and medium-size
firms. But the system also means that people have been able to remain in the system for several
years and to maintain a tolerable standard of living if they were able to get a job from time to
time. Only few people seem relatively to have been outside the system against their will (unless
unemployment problems were coupled with other social problems); as means-tested benefits are
sometimes economically advantageous for some groups (such as single parents with high rent
expenditures in their flat), people have to some degree been able to choose whether they wanted
to be in the unemployment benefit system or in the social assistance system.

Finally, there has more recently been introduced a number of relatively generous leave
arrangements (parental leave, educational leave and sabbatical leave, introduced in 1992/93)” as
well as rich opportunities to withdraw from the labour market at an early age (early retirement
allowance for 60-66 years old was introduced by 19798, transitional allowance (80 per cent of
maximum benefits) for long-term unemployed aged 50-59 years was introduced by 1992/93).

Returning to the unemployed, the Danish system cannot be described as a "passive line".

As revealed by figure 3, Denmark has the highest expenses for both passive and active

6) According to a recent study (Pedersen & Smith 1995), some 20-25 per cent of the presently employed
have a net gain of less than DKk 500,- per month by being employed, it we take regard of taxes and costs
of transportation and child rearing. Among the unemployed, 33 per cent did not expect any economic gains
if they managed to get a job.

7 These programmes have been open also to the unemployed. Until the end of 1995, roughly speaking about
one-half taking parental or educational leave were unemployed. Economically, the most advantageous
programme is educational lcave where people receive maximum unemployment benefits, regardless of
previous earnings or previous level of unemployment benefits.

8) The early retirement allowance probably explains why Denmark has maintained a very high formal
pension age of 67 years. Thus the labour market participation among the 50-59 years old and the 60-66
years old is at least as high in Denmark as in Germany or the Netherlands (Goul Andersen 1991; European
Commission 1994).
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programmes in the European Union (see also Udredningsudvalget 1992:53).° The effects of
numerous voluntary or obligatory activation programmes is uncertain. Even micro-level effects
{i.e., on individuai job chances) are not even consisiently estimated as positive but consistently
estimated as small (Rosholm 1994,; Merkedahl et al. 1992; Binder 1994; Ingerslev 1994). Macro-
level effects (i.e., on aggregate unemployment) have not been evaluated. But the programmes
have had one measurable effect: Next to Luxemburg, Denmark has generally had the lowest
proportion of long-term unemployed among the unemployed in the European Union (Goul
Andersen & Munk Christiansen 1991; European Commission 1994:148). To some degree, this
simply reflects that people on activation programmes are not registered as unemployed. But it also

means that the long-term unemployed have interruptions in unemployment from time to time.

Figure 3. Public Expenditure for Active and Passive Labour Market Programmes among EU
Countries, 1985 and 1992. Per cent of GDP.
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Source: European Commission (1994: 152).

9) As far as expenses for passive programmes is concerned, the figures for Denmark and Germany are not
comparable as the German figures are net figures (unemployment benefits are not taxed) whereas the
Danish are gross figures (unemployment benefits were, until 1994, taxed as ordinary wage income).

1




To summarize, the unemployment benefit system moved quite far towards decommodification
until the early 1990s, and it has also been accused of introducing a citizens' income "through the
back door". As mentioned, the system has graduaily been modified in 1995 especially in favour
of an "active" or "workfare” line.'® The important point here, however, is that we are able to
measure some of the effects of a "super-universalist" (and in some respects nearly citizens'
income-like) welfare system as it has been practised until the mid 1990s. If anywhere, we should
expect to find a suppressor effect of the welfare system on the relationship between unemploy-
ment and marginalisation and polarization in Denmark. And if anywhere, we should expect to
find an inverse effect of weak economic incentives, on labour market marginalisation as well as
on social and political marginalisation and polarization in Denmark. But which effects are
strongest? Has Denmark experienced an increased segregation and polarization of society,
contrary to what was intended, or have the welfare arrangements been able to limit labour market
marginalisation (or at least its social and democratic effects), - and if so, at which costs in terms
of labour market inflexibility and increased burden of support for the "passive" part of the

population?

i0) The main changes are as follows: By 1996, it takes 52 weeks of employment to become entitled to
employment benefits; participation in an employment or education programme begins after only 2 years;
the maximum length of support is reduced to S years; young people aged less than 25 years are obliged
1o take an education after only 6 months (with halved unemployment benefits); there is more control with
unemployment insurance funds; and the transitional allowance is abolished.

12




3. Marginalisation and Polarization

3.1. Labour Market Marginalisation

An abundance of studies have demonstrated that the Danish unemployment system has not been
able to prevent a concentration of unemployment among the few."" From 1984 to 1991, 54 per
cent of the labour force was not affected by unemployment at all whereas almost 60 per cent of
total unemployment was concentrated among the 10 per cent with the highest unemployment rate.
90 per cent of total unemployment was concentrated among less than one-quarter of the labour
force (Husted and Baadsgaard 1995, quoted in Hummelgaard 1995:59), in particular among the
unskilled (Socialkommissionen 1992; Velferdskommissionen 1995).

Thus it is beyond doubt that there has been a considerable marginalisation at the Danish
labour market if marginalisation simply means that people have a high degree of unemployment
for a relatively long period. However, this does not necessarily mean that marginalisation is
permanent, nor that it is entirely involuntary for all the unemployed.

Nearly all recent Danish studies have been quite seriously biased in favour of pessimistic
interpretations. First and foremost, the period typically covered by the analyses is very favourable
to a pessimistic interpretation as Denmark experienced an unprecedented long economic recession
from 1987 to 1993. And it turns out that Jong-term unemployment is highly dependent on the
business cycle (Finansministeriet 1995): It increases more rapidly than general unemployment
during recessions but unlike what we should expect from most notions of marginalisation, it also

decreases at a much faster term than general unemployment during periods of prosperity.

Table 1. Total Unemployment and Long-term Unemployment (recalculated as full-time
unemployed), 1982-1995. Thousands.

1982 1983 1986 1990 1993 1994 1993/94' I 1994/95'
Total Unemploy- 262.8 283.0 2204 271.7 348.8 3434 3523 301.4
ment
Long-term Unem- 81.0 88.1 60.2 87.8 134.6 149.9 159.8 1243
ployment®
1) Oct. 1993 - sep. 1994, resp. oct. 1994 - sep. 1995,
2) Unemployed for 80 per cent of the year period or more. Figures 1982-1990 recalculated into full-time unemployed by the author

Source:  Statistiske Efterretninger: Arbejdsmarked. Various iss.

m Apart from income transfers, the systems for the unemployed also include various types of subsidies. job
training programmes, education programmes as welFas various types of transfers to unemployed who
attend an education. Together this "active” labour market policy is quite extensive, as compared to most
other European countries, althrough far less well-developed than in Sweden.
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The figures in table 1 reveal that during the economic recovery from 1983 to 1986, long-
term unemployment decreased by 32 per cent whereas total unemployment declined by only 22
per cent. And in the first year of the subsequent economic recovery in the mid-1990s (long-term
unemployment culminated around the summer 1994), long-term unemployment declined by 22
per cent whereas total unemployment declined by only 14 per cent. In some of the regions where
the economic upswing was strongest, long-term unemployment declined by nearly 40 per cent in
one year."?

If labour market marginalisation was tantamount to a more permanent marginalisation,
we would expect the opposite pattern, i.e. that unemployment became increasingly concentrated
among the long-term unemployed during an economic recovery as the short-term unemployed
found a new job whereas the marginalised remained unemployed.

This confirms the information we obtain from recent survey data. The fact that some
people have been (nearly) without job for a long time does not necessarily mean that they will
remain nearly excluded from finding a new job. And register data do not tell whether some have
abstained from seriously seeking a job because they had other plans. By the same token, the fact
that we observe a concentration of unskilled among the marginalised does not logically imply that

they lack the necessary qualifications to get at job.

12) These figures may be somewhat affected by job activation as well as by the leave programmes and the
transitional allowance programme which have been extremely popular among the unemployed, not the
least among the long-term unemployed. But the target groups of these programmes have not experienced
a larger decline in long-term unemployment than the others, rather the opposite.

14




Table 2. Proportion Believing that It Would Be Possible to Get A Job Very Soon if They Were
Willing to Take Any Kind of Job. By Age, Education and Termination of Last Ordinary

Occupation. Percentages.

Termination last ordinary occupation
1990 or before 1991-92 l 1993-94 total
18-39, no educat. 55 (n=63) 53 (n=89) 65 (n=129) 56 (n=330)
18-39, some educat. 47 (n=43) 46 (n=79) 58 (n=127) 54 (n=279)
40-59, no educat. 18 (n=74) 18 (n=79) 29 (n=93) 22 (n=254)
40-59 some educat. 21 (n=89) 2] (n=110) 29 (n=185) 25 (n=387)
18-39 total 52 (n=106) 50 (n=169) 62 (n=255) 55 (n=610)
40-59, some educat. 20 (n=163) 20 (n=188) 29 (n=279) 24 (n=641)

Source: 1994 Unemployment Survey.

The 1994 unemployment survey cast considerable doubt on both assumptions. Thus it turns out
that 39 per cent of the respondents (i.e. people who had been unemployed for at least half a year
by November 1994) answered affirmatively when they were asked if they thought they "would
be able to find a job very soon if (they) were willing to accept any kind of job”. The answers were
strongly related to age: 55 per cent of the unemployed aged less than 40 years believed they could
find a job, whereas the figure was only 24 per cent among the unemployed aged 40 years or more.
Long-term unemployment, on the other hand, only had a minor effect: Some 10 per cent age
points distinguished those who had become unemployed in 1993/1994 and those who had been
unemployed since 1990,

Education had no effect at all on the answers. When we control for duration of
unemployment, it even turns out that unemployed without any formal education tended to be a
little bit more optimistic than the others, at least among the 18-39 years old. Thus, at least for the
individual long-term unemployed, lack of education does not seem to be an obstacle against
having a job at all.

We return to the question of incentives and motivation later on. The point here is simply
to point out that very large numbers of the (younger) long-term unemployed do not by any means
feel excluded from the labour market. Rather, they appear to wait to see "if something turns up” -
something a bit more promising than just "any kind of job". Of course, people may have a bit too
optimistic perceptions of their own job opportunities but the data do indicate that the marginalised

are less powerless and less excluded from the labour market than usually believed. The Ministry
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of Finance (Finansredeggrelse 1995) even goes as far as to conclude that structural unemployment
is not so much a matter of persons being marginalised but rather a matter of structures that enable
a permanently large number of (different) people to be unemployed (which, of course, is a totally
different diagnosis). This interpretation is probably an exaggeralionl3 but permanent, involuntary
labour market marginalisation does appear to be a much smaller problem than one would expect
from various estimates of the level of structural unemployment which is usually believed to be
some 8-10 per cent (and previously, the number of marginalised has been estimated to roughly
the same proportion, see Velferdskommissionen 1995). The number who are more or less

permanently excluded against their will constitute only a minor fraction of this proportion.

3.2. Social Marginalisation
When we speak of social marginalisation, we imply that marginalisation is not confined to the
labour market but also has a serious impact on the social life of the unemployed. It is exactly in
this sense, it has become popular to speak of a "two thirds society” or of a "new underclass"”
(Dahrendorf 1988,1994; on the genealogy of the "underclass” concept, see Fraser & Gordon
1994). At a superficial level, at least (disregarding e.g. the information above), such notions
would seem to fit nicely with the statistical information about labour market marginalisation.
However, social marginalisation is conceptually and empirically distinct from labour market
marginalisation. Social marginalisation is basically a question of being socially isolated and/or
not being able to fully participate in the standards and way of life of society.

Thus, labour market marginalisation does not necessarily entail social marginalisation.
Indeed, one of the main purposes of the welfare state is to alleviate the social consequences of
unemployment and to prevent that labour market problems generate social distress and
stigmatization. Further, the rationale of the welfare state is not only to ensure citizenship but also
the hope that by avoiding social marginalisation and poverty, it becomes easier to reintegrate the
unemployed at the labour market. Like a citizens' wage system, the rationale of the universalist
Scandinavian welfare systems is an "empowerment” strategy. Or, as Rothstein (1994) puts it: The
right-based systems provide resources to the individual in order to strengthen the autonomy of the
individual (rather than acting as a "nanny"). What is important is to avoid a social deroute,

stigmatization, and loss of autonomy.

13) The positive figures of labour market mobility presented by the Ministry of Finance are somewhat inflated
by various activation programmes as the unemployed are not registered as unemployed when they are
activated (Arbejdsmarkedspolitisk Agenda 18/1995).
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Some very important preconditions clearly seem to be fulfilled in the Danish welfare
state. Thus, stigmatization is much more easily associated with the (means-tested) social
assistance system than with the unemployment benefit system which is a right-based income
replacement system. As mentioned, it has been relatively easy to remain in the last mentioned
system in Denmark. For instance, among the respondents in our survey who had been without any
ordinary employment for 9 years or more, only about one-quarter was living on social
assistance.'

Provision of economic resources is an important precondition of being able to participate
in the standards and way of life in society. This requirement is, by and large, fulfilled in Denmark.
Following the European Commission (1994:140), poverty may be defined as households having
less than one-half of the private consumption possibilities of an average family (corrected for
household and family composition). According to this definition, Denmark has far the lowest
proportion of households in the European Union living below the poverty line - some 4 per cent
in 1988 compared to an EU average of some 16 per cent (European Commission 1994:141). But
it furthermore turns out that only some 3 per cent of the households where the head of household
is unemployed falls in the poverty category (see figure 4). This may be compared to an EU

average close to 40 per cent, the second lowest being the Netherlands with some 23 per cent.”?

14) Until recently, the economic incentives of the municipalities also played an i Eonant role: As
unemployment benefits are financed by the state, they had an interest in providing %'o programmes to
social assistance clients that would enable them to receive unemployment benefits afterwards.

15) Following the same definition, Ingerslev and Ploug (1995) have calculated that by 1990, some 100.000
households were “economically marginalised”. However, among the 344.000 Danes who were, according
to the authors, marginalised or excluded from the labour market, only 19.000 were economically
marginalised.




Figure 4. Proportion Living Below the Poverty Line Among Households Where the Head of
Household Is Unemployed, 1988.

[+ N GR 8 E F I BRI AL o L P uK

Source: European Commission (1994:141). (Caiculated for EUROSTAT by Hagenaars et al.(1994))

Still, so far we have only looked upon some preconditions of the maintenance of citizenship.
Social marginalisation and exclusion in modern welfare states is not necessarily a question of
living about or below a subsistence level. And as far as stigmatization is concerned, indifference
might be a modern equivalent. Employment remains to be a major source of identity, an important
component of social networks, and, to most people, a major aspect of participation in the
standards and way of life in society. Therefore, it has frequently been counted as a component of
full citizenship (Marshall 1949). It would also seem likely that there would typically be a spill-
over effect from labour market to social marginalisation, in spite of relatively generous, non-
stigmatizing welfare arrangements. On the other hand, if norms have changed, if the unemployed
today are largely able to maintain their former way of life outside work, to maintain their former
social networks, and to achieve an identity without being gainfully employed - as proponents of
a citizens' income would have us believe - it becomes difficult to speak of social marginalisation.

Below, we look at a few Danish indicators.
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The first indicator - which also illustrates the relationship between economic resources
and social interegration - is home ownership. Being a tenant is certainly not an indicator of social
marginalisation but being a house owner may reasonably be seen as an indicator of social
integration.

As single people are typically tenants, and as singles are significantly over-represented
among the unemployed, we have to control for marital status. Thus table 3 shows the proportion
of home owners among the unemployed who are married. Although home ownership is clearly
less widespread among the unemployed than among the employed, table 2 reveals that the
difference is relatively modest. 61 per cent of the unemployed who are married or cohabitating,
are homeowners, and even among those who had been without ordinary employment for 9 years
or more, the proportion was 55 per cent. Thus it emerges that the majority among the unemployed
are able to maintain roughly the way of life they used to, at least if they are married or
cohabitating.'®

In Denmark where both spouses typically belong to the labour market, the effects of
unemployment are thus modified by the fact that both spouses are seldomly unemployed
simultaneously. Only 14 per cent of the married/cohabitating respondents in our survey reported
that their spouse was also unemployed. Taking regard of the class composition of the unemployed
and the well-known relationship between class and unemployment, this means that we would
come close to a zero association between unemployment of husband and wife if we could make
the relevant controls.

Thus, there is typically only one unemployed spouse in each family, and most
frequently - especially among the long-term unemployed - this is the wife. Among unemployed
who are married, two-thirds are women. And among the married who have been without ordinary
employment for 9 years ore more, nearly 95 per cent are women. The figure is about 80 per cent
among those who have been without ordinary employment from 6-8 years, and some 75 per cent
for those with 4-5 years outside the ordinary labour market. And it does emerge that unemploy-
ment of husband has a much larger effect on home ownership than unemployment of wife. Still,
the proportion of homeowners even in families where the husband is long-term unemployed

typically remain around 50 per cent. And it should be added that we have not been able to control

16) Two modifications should be added: Among men, there is a strong relationship between marital status and
unemployment - about one half of the men in our survey were single - and there are few homeowners
among single people, in particular among the unemployed. Thus the general average of homeowners is
lower. But although the high proportion of singles is marginally dependent on higher divorce rates among
the unemployed (Nygaard Christoffersen 199§), the influence of marital status is mainly a spurious one.

The second modification is that employment status of husband has larger effect on home
ownership than employment status of wife (see below).
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for the influence of spurious factors such as region, class etc. which would certainly reduce the

causal effect.

Table 3. Proportion of Homeowners Among Married/Cohabitating Couples. By Termination of
Last Ordinary Employment. Percentages.

Last ordinary employment Man l Woman | Total (N)

198S or earlier . (58) (55) 1 18 19
1986-1988 (45) 57 55 10 39 49
1989-1990 (66) 62 63 19 60 79
1991 (53) 77 70 26 52 78
1992 49 73 64 60 100 160
1993 55 66 62 91 150 241
1994 72 69 70 42 75 117
Total (incl. NA) .53 65 61 266 516 782
Election survey 1994:

All unemployed 59 76 70 64 120 184
Employed 83 83 83 846 788 1634

Source: Unemployment Survey 1994.

As some 60 per cent of all the unemployed (married and single) in the survey (and about
two-thirds of those who had been without ordinary employment since 1990) are women, the
gender composition of the unemployed in itself contribute to a moderation of the economic
consequences of unemployment as the difference between wage and unemployment benefits is
much smaller for women than for men. On the other hand, nearly all men in our survey who had
been without ordinary employment for 9 years or more were sing]e.l7 Regardless of what is cause
and effect in the relationship between marital status and unemployment among men, it is likely
that it is mainly among single men that we should look for the socially marginalised. However,

single men constitute only 20 per cent of the respondents in our study and even less among the

17) It is furthermore possible that this group has been somewhat under-sampled as it is imaginable that those
with the most serious unemployment problems have a lower response rate than other groups. The
weighting of our data according 1o age and source of benefits probably cannot fully compensate for such
problems.
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long-term unemployed. Thus it would be mistaken to generalise from this group to the entire
group of unemployed.

Another indicator of marginalisation is a battery of questions concerning the respondents’
well-being during unemployment, compared with previously when they were employed. The
results, which are presented in table 4, are most surprising from a marginalisation perspective.
34 per cent of the respondents reported a decline in general well-being but 28 per cent reported
an improvement. 28 per cent have had more contact with friends and acquaintances, only 12 per
cent reported less contact. 42 per cent reported that they have had more physical exercise than
previously whereas only 8 per cent reported a decline. The only stress indicator was consumption

of tobacco which had quite frequently increased; besides, the proportion of smokers appears to
be very high.

Table 4. Well-being of the Unemployed, Compared With the Period Before Unemployment.

Percentages and PDI (PercentageDifferencelndex). Percentages and Percentage Points.

General well- | Contacts with } Tobacco Physical
being friends and of beer, consump- Exercise
acquaintances wine and tion(-}
licgeur (-)

Much better 11 8 3 2 13

Somewhat better 17 20 5 4 29

No difference, DK 38 60 63 35 41

Not relevant . . 19 40 9

Somewhat worse 23 9 7 12 6

Much worse i1 3 3 7 2
PDI: Better minus

worse well-being -6 +16 -2 - -13 +34

Source; Unemployment Survey 1994

There is no doubt that for some of the unemployed, unemployment is a very bad experience. And
in terms of bad health, suicide etc., improved well-being among some of the unemployed cannot
compensate for the distress among others. This means that the data above does not necessarily
contradict the numerous studies (e.g. Mgrkebjerg 1985; Thaulow 1988; Nygaard Christoffersen

1995) which demonstrate that unemployment is associated with nearly all types of social
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problems as well as with health damages: Some unemployed manage very badly but this cannot
be generalized to the m::\jority‘]8

To sum up, the data so far indicate that social marginalisation is a minority phenomenon
even among the among those who are marginalised at the labour market. The majority are to a
large degree able to maintain their former way of life, to maintain or even improve social

contacts, to adapt to the situation - or even to enjoy it.

Table 5. Attitudes Towards Being Unemployed Among the Unemployed, 1994. Perceniages.

Question: Do you think you could accept a period without work if you could receive

unemployment benefits or social ¢ as long as you wished? pet.

1. Yes, I would welcome it 44
2. Yes, I could make the best of it but I wouldn't like it 29
3. No 27
8. DK/NA 0
Total 100

(If yes): For how long could you accept a life without work, if you could receive unemployment benefits or
social assistance as long as you wished? (By answer to previous question)

Yes, I would | Yes,Icould
welcome it make the Total
(N=553) best of it (N=912)
(N=357)

0. Less than 2 months 1 6 3

1. 2-5 months 2 11 5

2. 6-11 months 4 16 9

3.1 year 11 26 17

4. 2-4 years 22 22 22

5.5-10 years 16 7 12

6. 11-19 years 4 1 3

7. 20 years or more 34 3 22

8. DK/NA 6 8 7

Source: Unemployment Survey 1994

18) An analogous example is the over representation of young from divorced families among delinquents.
Obviously it would be an over-generalization 1o infer that all children of divorced families are potential

criminals.
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However, one might be left with some reservations concerning the validity of the question battery
of well-being: For obvious psychological reasons, some respondents may be inclined to give too
positive answers. But the assumption that people are able to adapt to the situation is further
confirmed when the respondents were asked if they would like to remain unemployed if it was
possible to maintain unemployment benefits for an infinite period. As revealed by table 5, 44 per
cent would welcome it, and 29 per cent "could make the best out of it". Only 27 per cent declared
that they could not accept this situation.

Among those who answered that they would welcome it, most respondents furthermore
indicated that they would like to be unemployed for a relatively long period of time. Thus, 24 per
cent of all respondents in the survey declared that they would welcome to remain unemployed for
5 years or more. The main determinant is age: 45 per cent of the 50-59 years old would welcome
unemployment for at least 5 years more, as against only 7 per cent among the 18-29 years old.

The question of incentives is discussed later on but it must be added that those who
“could make the best of it" or only wanted to be unemployed for less than one year were just as
active in job-seeking etc. as those who answered "no”. However, the point here is that the
perspective of long-term unemployment is far less discouraging than one would expect. Large
numbers of unemployed seem able to live a meaningful life or at least to be able to adopt to the
situation for quite a long time. Besides, the answers once again confirm that unemployment is not
very stigmatizing: It has become socially acceptable to answer that unemployment is preferred.

To sum up: Social marginalisation does occur, but it is a minority phenomenon which
should not be conflated with the typical situation of those who are marginalised at the labour
market. To some economists, the question rather would be if the welfare state has been foo
successful in avoiding social marginalisation, thus weakening one of the important non-economic

incentives to work. We return to this question later on.

3.3. Political participation

As mentioned earlier, political participation may be seen as a component of social citizenship.
1t is treated here as a distinct variable, however, because the macro-level determinants of the
political participation of the marginalised are by no means restricted to welfare arrangements for
the unemployed. The content of basic education as well as the responsiveness of public service
institutions may be even more important, and outside the sphere of the state, the organisations of
civil society (such as parties, voluntary associations etc.) may also be important. In particular, it
is worth mentioning that, because of trade union control of most unemployment insurance funds,

the unemployed are typically members of a trade union - the proportion of trade union members

(2]
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(85 per cent) is exactly the same among the employed and the unemployed. Furthermore, it turns
out that the unemployed are a little more satisfied (or less dissatisfied) with their influence upon
the unions than the employed (Goul Andersen 1996).

We are not able to conceptualise all this very far at this place, nor are we able to trace
the causal relationships. Rather, we concentrate on the simple question: To which degree are
those who are marginalised at the labour market, also excluded from political life? Unfortunately,
we have 1o rely on data for all unemployed but as long-term unemployment was very widespread
in the first half of the 1990s, and as marginalisation is a matter of degree anyway, we should
expect a clear effect if the marginalised at the labour market were also marginalised politically.

From the results above it comes as no surprise that the evidence is overwhelmingly
optimistic in the Danish case. Thus it emerges from studies of political participation among the
younger generations that the unemployed are about as active as anyone else (Svensson & Togeby
1991). And data from a nation-wide survey of citizenship and political participation from 1990
show that the unemployed are seriously under represented as members of political parties and
somewhat less inclined to vote but otherwise do not deviate very significantly from the rest of the
population (see table 6). On a composite index on political participation the unemployed were a
bit less active than the employed but this was largely an effect of social composition, not a causal
effect of unemployment (Goul Andersen & Hoff, 1995). Finally, it emerges from the unemploy-
ment survey 1994 that participation in unpaid social activities organized by voluntary associations
is exactly as widespread among the unemployed as among the citizenry at large - and not related
to duration of unemployment (Goul Andersen 1995a: 106).

These data do indicate that the universalist welfare state which provides nearly
everybody with some sort of basic income does contribute to ensuring citizenship even among
long-term unemployed, and the results are perfectly in accordance with the results concerning
social and political marginalisation above. However, one reservation has to be made: In the first
place, even though employment does not affect political participation significantly, and even
though the unemployed are not cut off from other relevant forms of participation because of lack
of individual resources, it does not follow that the collective interests of the unemployed are
adequately represented. In particular, the severe under-representation in political parties (and the
near-absence of people with unemployment experience from parliament) does mean that formal

decision makers have few opportunities to listen to the opinions of the unemployed even if they
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wanted to. But our data do indicate that as ordinary citizens with various citizen roles, the

unemployed are not cut off from effective participation because of unemp]oymenl"g

Table 6. Unemployment and Political Participation, 1990. Unemployed as Percentages of all

Participants.

Unemployed as percentages of... Per cent

All citizens 6

Voters*)

Participants in political actions
- active participants

Members of voluntary associations
- active members*)
- office holders*)

Party Members
- active party members
- office holders

] O Ll |

Informal user influence (schools etc.)

) Weighted by number of elections (local, national and EU Parliament)/number of associations.
Source:  Citizenship Survey 1990, quoted from Goul Andersen & Hoff (1995).

3.4. Political polarization

The notion of a "two-thirds society" does not only refer to marginalisation. It also implies that
society is being politically polarized, i.e. that solidarity breaks down between the employed
majority and the unemployed minority.20 At this point, welfare criticism of the left and right
frequently coincide. Scholars of the left are concerned with the lack of solidarity of the
"privileged” majority whereas scholars of the right are concerned with the increasing transfer
expenditures which pulls the tax burden up to a level where it puts too large requirements on the

solidarity of the employed. The idea that the marginalised may constitute a threat to political

19) Before celebrating the democratic achievements of the welfare state it should be recalled that Schlozman
& Verba (1979) found equivalent results in an American survey from 1975. However, this was long before
the present state of enduring long-term unemplioyment.

20) We proceed directly to the question of polarization as welfare attitudes, on average, has been positive and
stable in Denmark since the recovery from a suwdden "welfare backlash” in 1973 {(Goul Andersen,
forthcoming). Although the general picture is positive, however, there always remain aspects where people
tend to be critical, in particular attitudes towards fraud and abuse, distrust in efficiency, etc. (see also
Papadakis 1992; Feldman & Zaller 1992).
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stability has been given up long time ago - the marginalised have generally turned out to be
"politically harmless" in modern welfare states.”!

From an economic perspective, the polarization hypothesis may seem obvious. From a
sociological perspective it is less plausible as it neglects that people have families: Most people
have a husband or a wife, parents or children, who may also run the risk of being unemployed.
Furthermore, the polarization hypothesis neglect the trajectories of the employed and the

unemployed. Very large numbers of people experience some unemployment at some point in their

Table 7. Unemployment Experience, Welfare Attitudes and Party Choice. Percentages

No unemployment | Onlyunemployment Respondent Total
experience experience has|
in family"” experience”

Distrib.of respondents 55 21 24 100
1. Welfare too far” 30 25 16 26
2. Maintain Welfare? 63 67 77 67
Welfare PDI (2 - 1)° +33 +42 +61 +41
Socialist vote 41 51 54 46
Welfare PDI:

Private sector +24 +29 +59 +30
Public sector +47 +56 +66 +51
Unemployed . . +63 +63
Socialist vote:

Private sector 31 43 44 36
Public sector 56 61 49 57
Unemployed . . 64 64
(N)

Total (incl. NA) 709 266 310 1285
Private sector 391 149 87 627
Public sector 285 106 53 444
Unemploved at present . . 151 151

More than one month within last two years.

Wording: "Now we have a question concerning social expenditures

A says: We have gone too far with social reforms in this country. People should to a larger extent manage without
social welfare and public contributions.

B says: The social reforms already adopted in our country should be maintained. at least at the present level "
(PDI="agree with B" minus "agree with A").

3 PDI: Percentage Difference Index (see note 2).

Source: Election Survey 1994.

b —

21) There is a statistically significant effect of unemployment on political distrust but it is not very strong. Bild
& Hoff (1988) and Svensson & Togeby (1991) have identified minorities among the unemployed with
more "un-civic" attitudes. But it remains a phenomenon linked to a small minority.
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life cycle - or they fear to become unemployed. By the same token, most of the marginalised have
experienced or will experience more stable employment at some point in their life cycle - or they
at least expect to become more integrated at the labour market at some point in the future. For
instance, among the unemployed in our survey aged less than 30 years, virtually nobody expected
to remain unemployed. Except in strongly class-divided or otherwise segregated societies, this
means that a very large proportion of the population is at least indirectly affected by unemploy-
ment as well as by employment.

In the Danish 1994 Election Survey, 12 per cent of the labour force reported being
unemployed at present. 24 per cent had at least one month of unemployment experience within
the last two years. To this comes additional 21 per cent who had a close relative (husband/wife,
children or parents) with unemployment experience. Within a two-year period, 45 per cent of the
labour force were thus affected by more than one month of unemployment, directly or indirectly
(see table 7). Thus, even from considerations of narrow self-interests, we could hardly expect any
two-thirds society to emerge: It should rather be a "one-half" society. But at the same time the
figures are so large that one cannot expect narrow self-interests to be decisive. Unemployment
is more or less a problem of the entire society.

Table 7 shows the association between unemployment experience, welfare attitudes and
party choice. Unemployment experience does have an effect, but the association is rather weak:
Among people having experienced unemployment themselves, 16 per cent believes that social
reforms have gone too far, whereas this opinion is shared by 30 per cent among people without
any sort of unemployment experience. The proportion voting socialist varies between 54 and 41
per cent. In short, one can hardly speak of "polarization"”, and there is solid welfare state support
even among people without any unemployment experience.22

Further, the unemployed also have strong allies in the Danish case: Nearly one-third of
the labour force are public employees, and they are equally supportive of the welfare state as the
unemployed. Thus, from a narrow interest perspective, the most plausible hypothesis is not that
of a "two-thirds society" but rather that of a "one third society” as we are left with only about one
third of the labour force who are privately employed and have no unemployment experience,

directly or indirectly.

22) A more thorough analyses of welfare state attitudes is presented in Goul Andersen (forthcoming) but it
adds only little to the I)ncturc here which is based on the main indicator of welfare state attitudes in the
election surveys since 1969: If people are asked whether future increases in wealth should be devoted to
lowcr taxation or increased welfare, the differences are a bit stronger (and a moderate majority among the

mployed would prefer lower taxes); when people are asked about concrete welfare measures, the
dlf erences are generally somewhat smaller).
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As far as party choice is concerned, the data confirms that privately employed without
unemployment experience typically prefer bourgeois parties (although the class composition of
this group explains some of the difference). However, this can hardly be explained merely by
welfare state attitudes: Here, the differences are relatively small, and even among the one third
who are employed in the private sector and has no unemployment experience, there is solid
support for the welfare state.

To complete the picture it may be added that, when asking more specifically about
whether unemployment benefits are too high, appropriate or too low, the proportion answering
that benefits are too high was only 19 per cent among privately employed without any
unemployment experience. Thus they can hardly be accused of having little solidarity with the

unemployed.23

3.5. Marginalisation, Polarization and Citizenship: Some Conclusions

From the evidence above, it appears that under appropriate institutional circumstances, it is
possible to modify very significantly the social end political evils associated with the mass
unemployment. This is not to neglect the social problems associated with unemployment. But
there has been a habit of generalizing too far from the severe problems of vulnerable minorities
to the situation of the "typical” unemployed (if there is any such creature).

As far as Denmark is concerned, there are well-documented minority problems
associated with unemployment. But it is equally clear that it would be misleading to speak of a
widespread social and political marginalisation, or of political polarization. Even the marginalisa-
tion at the labour market is less severe than usually believed. There are socially marginalised
groups, but the majority of the unemployed are not socially marginalised; there are interest-related
attitudinal differences between the employed and the unemployed, but no political polarization.
In short, unemployment does not mean a threat to citizenship or a breakdown of solidarity; the
unemployed are (almost) as much part of the society as everyone else, differing mainly in one
single respect: that they are unemployed.

It takes cross-national, comparative data to determine to which degree this situation
should be ascribed to the welfare state; but the data at least substantiate the hypothesis that a

generous, universalist welfare state may provide appropriate remedies to counteract some of the

23) It should be added, though, that a majority of the population are favourable towards a tightening of the
system: Few people want to impair the rights of the unemployed but a quite large maf'ority want to stress
their duties in order to avoid abuse. In particular, the majority think that the unemployed should accept
the jobs they are assigned to. This means that some of the most citizens' income-like elements of the
system enjoy relalivefy little support whereas people are a bit more favourable to the principle of a
citizens' income (see below).

28




main social and democratic problems associated with the mass unemployment quite effectively.
But two important questions remain: Is it economically possible to maintain such a system? And

do people wish to go even further in the direction of a citizens’ wage?
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4. Economic Incentives

It is obvious that a welfare system like the Danish gives the unemployed less incentives to seek
a job than most other welfare systems (European Commission, 1995), even to the degree that
some may experience an economic disincentive to work (Pedersen & Smith 1995;
Socialkommissionen 1992). Other things being equal, this will tend to reduce job-seeking
intensity. And even if the consequences in terms of labour market marginalisation and in
particular social marginalisation are far less serious than might be expected, it may constitute an
economic problem.z‘1 If the threat of social marginalisation and stigmatization is relatively small,
this furthermore removes an important non-economic incentive to work. From an economist's
point of view, many informations above could be interpreted as evidence of insufficient

incentives. But what are the effects of such incentives? Are economic incentives at all necessary?

4.1. Willingness to Work
Several questions in the unemployment survey measured aspects of the respondents’ degree of
"willingness to work". Some were dropped because of reliability or validity problems (Goul
Andersen 1995a: 39-48). From the remaining questions "willingness to work" was defined (and
empirically confirmed) as a two-dimensional property: (1) Interest in having a job at all
("willingness in principle"), and (2) Efforts to get a job right now ("actual job willingness"). The
two do not coincide: Some people want to work but are unable to or not interested in having a job
right now. And others work only because they have to in order to earn a living.

Both dimensions were dichotomized into "high" and "low". In order to have "high job

willingness in principle” people had to fulfill three criteria:

) That they answered "yes" to the question: "Would you like to have a job?"

) That they did nor answer that they "would welcome” being unemployed for more than
five years.

3) That they did not answer "because [ don't want to work™ if asked why they were not

seeking a job.
In order to have "high actual job willingness" they had to meet at least two out of three
criteria:

(H That they were job-seeking

24) Even if no unemployed at all became marginalised in any sense, longer unemployment periods itself
contributes to a higher level of structural unemployment and, consequently, a lower economic growth, a
higher level of taxation (or reduced public spending in other areas). It is exactly such "systemic” rather
than "personal” sources of structural unemployment that the Ministry of Finance is aiming at
(Finansredegarelse 1995).
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(2) That they were actively job-seeking, i.e. that they did more than just to read newspapers
or being registered at the public employment office

(3) That they were able to begin a job within one month.
The results are presented as a two-dimensional classification in figure 5.

- The passive (17.4 pct.) are not interested in having a job and try very littie

- The busy (16.6 pct.) want a job in principle, but not right now.

- The reluctant (13.5 pct.) are job-seeking mainly because they have to.

- The active (52.5 pct.) are ideal-typical unemployed who want a job and are job-seeking.

Figure 5. Typology of Unemployed According 10 Job Willingness in Principle ("want a job") and

Actual Job willingness ("seek a job"). (Corner) Percenlages.

Job willingness Actual job willingness
in principle
Low High Total
Low 1. "Passive’ 3. "Reluctant” 1+3. "Don't want a job"
17.4 pet. 13.5 pet. 30.9 pet.
High 2. "Busy" ‘ 4. "Active" 2+4. "Want a job"
16.6 pet. 52.5 pet. 69.1 pet.
1+2. "Not job-seeking" 3+4. " Job-seeking" Total
Talt
34.0 pet. 66.0 pct. 100.0 pct.

Source: Unemployment Survey 1994

This classification should not be conflated with the debate about abuse.”® The point here is quite
another one. From a citizens' wage perspective, the ideal condition would be one where people
could choose between job and citizens' wage according to what they preferred. Although the

Danish unemployment system comes (or came) far from this ideal, some aspects pull in this

25) Abuse can be judged only from people's behaviour, not from their private thoughts and preferences.
Classical economic theory even assumed it to be “natural” that people preferred not 1o work (“leisure is
pleasure”). Furthermore, there are legitimate reasons not to be job-seeking, for instance if people attend
some job training programme. Among the “ordinary” unemployed who receive unemployment benefits
and do not participate in any course or job training programme, the proportion of “active” is 59 per cent,
and 76 per cent are job-seeking.
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direction. In the first place, the fact that only one-half of the unemployed are interested in a job
right now, may be seen as an approach. And table 8 furthermore demonstrates that well-being is

strongly related to job willingness: The passive and the reluctans generally experience improved

Table 8. General Well-being During Unemployment, by Willingness to Work. Percentages.

General well-being, as compared to previously
Improved Worse PDI: Improved minus N (=100 %)
worse
1. Passive 49 12 +37 189
2. Busy 29 28 +1 181
3. Reluctant 44 19 +25 147
4. Active 18 45 -27 573

Source: Unemployment Survey 1994.

well-being during unemployment whereas the active generally experience less well-being than
eartier.”

For adherents of a citizens' wage, these data demonstrate that we have to rethink the
relationship between unemployment and welfare. For most economists, the results would
probably rather demonstrate how problematic welfare arrangements are: Bureaucratic controls
cannot compensate for the disincentives, and less generous systems are needed in order to restore
motivation. Further, most economists would fear exactly what adherents of a citizens' wage would

be hoping for: That job willingness seriously influenced people's chances of getting a job.

4.2. Determinants of job chances

If we use the respondents’ own expectations as to when they will get a job as indicator of their
chance to get a job, we may examine the effects of various factors, including willingness to work.
This is done by means of a series of Multiple Classification Analysis (MCA) in table 9.7 The first

column shows the bivariate effects of gender, age, education, degree of marginalisation and

26) As far as distress is concerned, this is classical finding (Jackson et al. 1983; Marsh & Alvaro 1990).

px)) The dependent variable was the question "Do you think that you will retum to normal employment at some
time?". The answers were coded as follows: 1995=1; don't know=2; 1996=3; later than 1996=4; no=5.
If "don’t know" is excluded. the explained variance increase considerably but the relative magnitude of
the effects remain stable. Interaction effects were negligible.
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willingness to work. All effects are significant but age and willingness to work, followed by

degree of marginalisation, are by far the most important.

In the first column, we control for spurious influences of background factors ("double
counting"). It turns out, however, that the factors work almost independently: The effects of age
and education are even strengthened a bit. The third column shows what happens when job
willingness is introduced:

- The effect of gender almost disappears, i.e. the lower (subjective) job chances of women
are mainly a function of lower willingness to work.

- The effect of education almost disappears, i.e. lack of education is not an obstacle to
employment; it rather reduces the motivation to work, probably because the jobs
available for unskilled are less attractive.?®

- The effect of age and degree of marginalisation are only a little bit reduced, i.e. these
factors act as major obstacles for the unemployed who want to work (this is also
confirmed when puaple are asked why they are unemployed). Age is by far the most
important single determinant of job chances among the long-term uncmployed.29

- Not surprisingly (for equivalent findings, see e.g. Gallie & Vogler 1994), willingness to
work has a strong causal effect on job chances, although it is less important than age.
Introducing this subjective factor raises the level of explained variance from 25 to 32 per

cent.

In short, the data confirm the worst of fears of most economists: Willingness to work is relatively
low; it has strong effects on job chances; and it explains the lower job chances of the unskilled
and of women. There are a number of reservations to be made: In the first place, what we have
measured, is subjective job chances. These answers may be biased by misperceptions or by
various psychological mechanisms. Secondly, behind "willingness to work" lie other factors than

"leisure is pleasure”: Some people are worn-down because of many years of hard, repetitive work;

28) Recently, this observation has also been confirmed by register-based data: The difference between
unemployed with and without formal education does not lie in the duration of unemploymem periods. It
is the likelihood of returning to unemployment that differ (Husted & Baadsgaard 1995). But this also
indicate that one of the reasons for the higher frequency of marginalisation among the unskilled lie in the
type of job rather than in the Jack of qualifications. As long as some jobs are highly temporary, some
people have to bear the burden of recurring unemployment.

29) This is also confirmed by the experience from the economic upswing in 1994/95. If we take account of
an extraordinary strong propensity to seek transitional aliowance in 1995, iong-term unemployment has
increased rather than declined among the 50-59 years old whereas it has declined by almost one-third
among unemployed aged less than 45 years (Goul Andersen 1996b).
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some people have a child-rearing problem; some people want to have an education, etc. One also
finds people who prefer a sort of bohemian life-style but they constitute a small minority. Finally,
it should be stressed that the motivation factor remains clearly less important, as compared to the
objective variables: Structural impediments at the labour market (in terms of age) is more
important than job willingness (even before we begin to decipher the social explanations of the

last mentioned).

Table 9. Determinants of Subjective Job Chances. MCA Analyses. Eta- and Beta Coefficients.

Simple effect Equation 1 Equation 2

(eta)” (beta) (beta)
Gender .07 .05 02
Age 45 .47 .40
Formal qualifications .07 -.08 03
Degree of marginalisation? .20 w19 .16
Willingness to work? 40 . ~.30
Explained variance (R?) 254 % 320%

*) p<.05 **y p<.01 b} p <.001

1) All significant at .001 level.

2) Measured by termination of last ordinary occupation (1990 or earlier, 1991, 1992, 1993, 1994 and "never had
ordinary employment")

Source: Unemployment Survey 1994

But there is a problem of incentives, most economists would maintain. However, it seems to be

of a somewhat different nature than normally assumed in economic analyses.

4.3. Effects of economic incentives

We may begin by analysing the relationship between the wage people expect to receive if they
get a job and the lowest wage they were willing to work for (“reservation wage”). From table 10
it is pretty obvious that most of those who expect a wage around or only slightly above maximum
unemployment benefits would not accept any decrease in wage. It is not difficult to explain why:
If they did, they would run the risk of receiving less than maximum unemployment benefits the

next time they got unemployed. It may also be the case that people want a reward for working (as
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most economists would be inclined to think). But at this point, the empirical evidence is much

more ambiguous.

Table 10. The Relationship Between Reservation Wage and Expected Wage Among Unemployed,
by Expected Wage: How Much Lower Wage Would People Accept 1o Get a Job? Percentages.

negative' 0 1-9 % 10-19 % 20 % or Average (N)

more acceptable

Expected wage reduction
in wage

Al 7 40 16 18 19
132.000 or less 14 49 9 19 9 1 88
132.001-147.000 16 55 17 9 3 0 130
147.001-165.000 10 50 21 14 5 4 261
165.001 or more 3 30 i4 22 31 13 596

Source: Unemployment Survey 1994

If expected increase in income was a decisive motivation to work, we should expect a very strong
relationship between expected income and willingness to work. Indeed, we do find a somewhat
lower willingness to work among those who expect a wage below maximum unemployment
benefits (table 11). We also find a very high willingness to work among those who expect to eam
twice as much or more. But together, these two groups comprise only 15 per cent of the

unemployed. Among the 85 per cent in between, there is virtually no relationship at all.

Table 11. Expected Income and Willingness 1o Work. Percentages.

Expected wage Passive l Busy I Reluctants L Active l N (=100%)
132.000 or less 22 25 11 42 76
132.001-147.000 14 20 18 48 114
147.001-165.000 13 20 17 50 226
165.001-200.000 17 15 12 56 333
200.001-250.000 15 18 1t 56 150
250.001 or more 5 4 12 79 64

Source: Unemployment Survey 1994
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By the same token, it appears that willingness to move to another town or region is completely
unaffected by expected wage: It turns out to be a simple function of family obligations and other
indicators of long-term integration in a community. Among unemployed who are married, have
children attending school, and are house owners, almost nobody are willing to move for another
job unless they have a career-oriented way of life.*

Finally, we may observe that low geographical mobility is balanced by a high mobility
across sectors or trade borders.*! Thus the unemployed are very interested in taking another kind
of job than they had previously, i.e. they exhibit a high willingness to be mobile across trade
borders. But it is equally evident that the decisive motivation to do so is interest in this type of
Job rather than it is improved job chances (see table 12). 37 per cent is motivated only by interest,
12 per cent are motivated only by employment opportunities, and 11 per cent are motivated by

both. The remaining 40 per cent are not interested in another type of job.32

Table 12. Mobility Across Trade Borders: Interest in Finding Another Type of Job than

Previously. Percentages.

Yes, interested in another type of job No, not
(by motive) interested (N)
interesting employment both total,
job opportunities interested
All 37 12 i1 60 40 1245

Source: Unemployment Survey 1994

30) Taken together, age, marital status, presence and age of children, education, home ownership and gender
explains 23 per cent of the variance in willingness to move. All these factors had significant effects (Goul
Andersen 1995a:67). The effect of willingness to work is not si¥niﬁcam, and expected income has no
effect at all when we control for other factors. Pedersen & Smith (1995) found a significant effect among
men in a sample of 666 respondents but here, the number of control factors was smaller.

1) There is also a relatively high willingness to pendle for a job among the unemployed. On an overall
account, it appears that mobility is comparatively high at the Danish labour market, regardless of whether
one looks upon movements in and out of employment/unemployment, mobility across sectors and trade
borders, or within-trade mobility (European Commission 1994: 90-101). In all these respects, mobility
at the Danish labour market is among the highest in the EU.

32 It furthermore emerges that those who are interested in having another type of job are frequently directing
their wishes towards public sector employment. Among those who wanted to return to their former job,
65 per cent wanted a job in manufacture or (traditional) private services (including unspecified
“administration” or "office work”). Among those who wanted a new type of job, only 38 per cent
mentioned manufacture or services. With welfare services and arts it is the other way around: 48 per cent
among those who wanted to change preferred welfare services, compared 1o only 24 per cent among those
who wanted to return to previous occupation. This means that job wishes may an important determinant
of structural unemployment a factor that is generally ignored in economic analyses.
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The conclusion as far as economic incentives are concerned, seems pretty clear: The size of
unemployment benefits may constitute an effective minimum wage for the unemployed (it thus
supports general norms of equality in socicly)”. Only a few among the unemployed are willing
to work for a lower wage than maximum unemployment benefits. But otherwise economic
incentives seem to play only a minor role for the unemployed. In popular terms, they are
frequently much more willing to work than they "should be", according to the structure of
incentives (Smith, Wahlker & Westergaard-Nielsen 1993). On the other hand, most of the
unemployed do not seem to want a job at any price, even if they could look forward to a large
economic advantage.

Rather than speaking of economic incentives, one should probably distinguish between
"economic pressure” and "other economic incentives”. "Economic pressure”, that is, effectively
decreasing or entirely removing unemployment benefits would of course have pertinent
behavioural effects as people have to live and consequently have to sell their labour power. But
the present level of unemployment benefits allows people to survive at a level well above
subsistence level. To some degree, this implies a decommodification - sometimes even to the
degree that people - for quite some time - do not have to sell their labour power. And this basic
social security exactly allows the unemployed to be motivated by other factors than economic
incentives.>*

Even at this point, the unemployed resemble the employed. Although the wage struggle
has not died out and is unlikely to do so, it seems that income has lost very much ground as job
motive for Danish wage earners, as well as for the choice of a job among the young (Danmarks
Pzdagogiske Institut, 1995; Jargensen et al. 1993: 218; SIFO Management, quoted in Mandag
Morgen 26/1995; Pedersen 1995:68; for partly contradicting evidence, see Gundelach & Riis
1992). Roughly speaking, because a basic income level is perceived to be more or less ensured,
people direct their attention 1o other qualities of a job, in particular that it is healthy, meaningful
and inspiring. To paraphrase Inglehart's (1987) theory of postmaterialism, self-actualization has
become a major motive of working whereas earlier generations mainly worked in order to earn

a living. The welfare system for the unemployed frequently enable them to pursue roughly the

33) For instance, only 16 per cent of the population would favour a lowering of the minimum wage in order
to fight unemployment (Goul Andersen 1995b).

34) It may also allow a "dependency culture” to develop. However, although our survey contained some
unemployed (in particular among those aged more than 50 years) who were not very interested in having
a job, nearly all the unemployed had some reservations as to which jobs they wanted, and virtually nobody
refused 10 have a job altogether. Although some of the unemployed were quite "demanding”, as compared
to generally accepted norms, various atiempts to identify a genuine subculture among the unemployed
were not successful.
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same preferences. This does not mean that people aspire for a "job of dreams” - only that it should
satisfy some basic quality of life-criteria (as most - but not all - jobs do).

This does not mean, however, that there are no economic problems involved. Other
things being equal, changing values and demands among wage earns does reduce labour market
flexibility, and it does tend to increase the level of structural unemployment. Not so much because
of a risk of unintended marginalisation but rather for the very opposite reasons: Unemployed who
enjoy a basic social security and who are relatively well-integrated in society, have more of a
choice and frequently do not want a job at any price. Other things being equal, this does imply
longer periods of unemployment, less mobility etc.

This is a question of balancing welfare against economic efficiency - but with the
addition that a relatively well-integrated society with only very modest marginalisation is a
collective social and democratic benefit that has a price. Unless we take as a premise that the
unemployed should be protected against all sorts of demands and obligations, or - more typically -
that we should seek to eliminate unemployment at any price, this is a matter of priorities just as
what is involved in the assessment of any other social (and democratic) goals. Besides, it is
reasonable to suggest that total exclusion from the labour market would increase if incentives
were strengthened; which effect is strongest - the positive resource effect or the negative incentive

effect - is difficult to measure.>

4.4. A Note on Increasing Social Transfers
In Denmark, the relatively generous unemployment benefits dates back to reforms in the 1970s -
reforms which were introduced just before it was recognized that mass unemployment would
become an enduring phenomenon. And very frequently (see e.g. Ploug & Kvist 1994a; Pedersen,
Pedersen & Smith 1995: 19-20) it is argued that the fiscal problems of the state derives mainly
from increasing social transfers which are caused by the fact that we live with "old" (i.e., too
generous) systems in a "new world" (i.e. with mass unemployment).

The first part of the argument is correct: From around 1982 until the mid-1990's, the
governments almost managed to maintain public consumption as a constant rate of GDP. But
meanwhile, social transfers increased quite dramatically. However, it turns out that this to a large

degree calls for other explanations (Munk Christiansen 1995). In spite of increasing unemploy-

35) Generally speaking. the contemporary motivation structure of Danish wage eamners without doubt enhance
labour productivity and mobility in society and it is furthermore questionable whether such value changes
are at all reversible. Still, it is plausible to assume that looking narrowly at the unemployed, there is a price
to be paid for generous welfare arrangements.
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ment, unemployment benefits increased with only 20 percentage points from 1983 1o 1993 - in
fact a little less than the accumulated growth in GDP. Taken together, unemployment benefits and
social assistance increased with 26 per cent. A much more dramatic increase was recorded in
disablement pensions (which may partly be related to unemployment) and early retirement
allowance (which is a not-so-old system). Alongside with old-age pensions, this may be
considered the most "uncontrollable" among the transfer expenditures. However, it turns out that
it is among the remaining, most "politically controllable”, other transfers, one finds the most
dramatic increase: These expenditures have increased with 70 per cent in real terms and account
for nearly one-half of total increase in transfers. This is mainly due to the introduction of new

social programmes.

Table 13. Specification of Transfers to Households, 1983 and 1993, at Fixed Prices (1983-level)’.

Bill. DkK., and Increase in Percentages.

1983 1993 increase, increase,
bill kr. per cent
Transfers to h holds, total 91.2 125.3 34.1 37
Old-age pensions 244 272 28 11
Unemploym. benefits and social assistance 270 34.0 7.0 26
- unemployment benefits 21.0 251 4.1 20
- social assistance 6.0 8.8 2.8 47
Disablement pensions 2)5 15.7 g)Z 65 *)
Early Retirement Allowance 6.8 8.6 1.8 27
Other transfers 235 399 16.4 70
GDP growth (accumulated) 21

1) Deflated with consumer price index
Source:  Suatistiske Efterretninger.

Whether one would consider this an effect of democracy or of a political steering
problem is perhaps a matter of taste. But is does remain that it is at least as much the introduction
of new reforms as the effects of old, generous unemployment programmes that account for the
increase in social transfers - even in the period 1983-1993 when unemployment increased quite
significantly (and before the introduction of new, costly leave arrangements made its impact felt
from 1994). And it does remain that the costs of maintaining the "old" systems of unemployment

benefits does not mean any explosion in social expenditure. The question is, once again, simply
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a matter of priorities. Furthermore, it does not require too much political science imagination to
suggest that if money are saved at the unemployment benefits, it will soon be spent on other
purposes unless the government is very much devoted to limit public expenditure. A likely
candidate for "uncontrollable” increase in expenditure in the 1990s is "active” labour market
programmes which may be justified on several grounds but which have so far always been

evaluated to have an extremely bad cost/efficiency ratio.
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5. Workfare or Citizens' Wage?

Among real existing welfare systems, probably no system has come as close to a citizens' income
system as the Danish system from the late 1970s to the mid-1990s. And it is exactly these aspects
of the welfare system that is being changed in the 1990s in favour of an "active line” or a
"workfare strategy”. Some of the consequences for the principles of the welfare state are
discussed in Loftager (1996). Here we shall discuss a few economic points as well as the question
of public opinion towards the issue of a citizens' income.

Perhaps a citizens' income may be viewed from two different angles: (1) As a work-
sharing strategy intended to fight unemployment, and (2) as an extension of universalism. As a
work-sharing strategy, there are several economic objections against a citizens' income. The
problem is that a reduction of labour supply will, other things being equal, lead to higher wage
increases and declining competitiveness. Thus it has been estimated that although the introduction
of an early retirement allowance by 1979 gave an immediate decline in unemployment, the long-
term replacement rate was as low as 20 per cent (Socialkommissionen 1993). This may even be
aggravated if a ight-based citizens' income lead to bottlenecks and thus to higher inflation. Thus
it is doubtful if it will lead to the intended results or rather lead to an unbearable tax burden in the
long run (the consequences of which could be severe cuts in other welfare areas).

As an extension of universalism, on the other hand (Lind 1995), a citizens' wage only
implies that everybody should be offered a job or a sufficient, right-based public support. It is not
intended to reduce unemployment but rather to maintain citizenship. The standard argument that
this "passive line" will, unintendedly, lead to marginalisation and loss of citizenship, seems
problematical in the light of the observations above. There are good indications that it helps to
avoid stigmatisation and that it contributes to the empowerment and autonomy of the individual.
From a purely economic perspective, there is a loss of efficiency as the basic social security
reduces the eagerness to get a job at any price. On the other hand, money are saved by reserving
active labour market programmes for those who are the most motivated. At least in periods of
recession, a liberal, citizens' income-like policy may imply a net saving for society.

If we turn to public attitudes, there appears to be considerable support for work-sharing
strategies (except lowering the working hours) but less support for the idea of a citizens' income
and more support for workfare ideologies - at least to the degree that there are soctally relevant
purposes for which the labour power of the unemployed may be applied (Goul Andersen 1995b;

Bengtsson 1993). Below, we present public opinion on the citizens' income issue.
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As it emerges from table 14, the majority do not approve of the idea of a citizens'
income. In the 1994 election survey, 46 per cent thought it would be a bad idea whereas 40 per
cent think it is a good idea %

It is clearly an idea which has more appeal to women than to men: A small minority of
women are favourable towards a citizens' income whereas a clear majority of men are against.
Perhaps more surprisingly, the young are also against the idea of a citizens' wage; it enjoys the
largest support among the 30-44 years old, somewhat less support among the 45-59 years old, and
it is forcefully rejected by the generation which was socialised before the modemn welfare state
from the 1960's: Two out of three in the age group above 60 years reject the idea.

As far as education is concerned, the idea of a citizens' wage is not the idea of
intellectuals: The most favourable are people with medium-level education. More generally, the
attractiveness of the idea seem to be affected by the attractiveness of available job opportunities:
Among unskilled workers, a large majority are in favour of the idea, and due to the gender
composition it also enjoys considerable support among lower-level nonmanual employees.
Among the groups outside the labour market, students and pensioners are about equally negative
whereas housewives are - not surprisingly - among the most favourable. An even larger majority
of the unemployed support the idea (PDI=+31).

Although the idea was originally introduced in Denmark by a group of left liberals and
party less socialists as part of "rebellion from the centre” (1978), the attitudes follow the left-right
scale. The idea of a citizens' wage enjoys considerable support among new left voters (left
socialists and people's socialists), the social democrats and the centre parties are divided
(including the Radical Liberals where the idea enjoys considerable support among voters but
certainly not among the party leaders), and the supporters of the more right-wing bourgeois
parties are generally against.

What is perhaps most remarkable is the lack of support among the young for the idea.
The young have exactly been socialized in a period where something resembling a citizens' wage
has been practised in Denmark. To a large degree, their attitude towards a citizens' wage
correspond with a quite dramatic swing to the right among young people in the 1990s in

Denmark. And this swing to right may have quite other reasons. But attitudes towards citizens’

36) A rough:}' similar proportion (43 per cent) "don't care if some of the unemployed are actually not very
interested in getting a job” (Ugebrevet Mandag Morgen 34/1995).

42




Table 14. Attitudes Towards Citizens' Wage 1994. Percentages.

Good idea Bad idea Don't know PDI N)
Total 40 46 14 -6 202)
Men 35 54 11 -19 1017
Women 45 38 17 +7 1004
18-29 years 38 48 14 -10 441
30-44 years 52 38 10 +14 585
45-59 years 43 44 13 -1 462
60 years + 27 55 18 -28 533
Basic educat. 36 48 16 -12 906
Do., exam. 45 43 12 +2 681
High school 41 48 11 -7 434
Unskilled worker 51 35 14 +16 263
Skilled worker 43 46 11 -3 180
Lover nonman.empl. 49 39 12 +10 506
Higher nonman.empl. 4] 50 9 -9 174
Self-employed 43 48 9 -5 147
Students 32 57 11 -25 154
Pensioners 27 54 19 -27 543
Housewives 52 26 22 +26 31
Left Socialists 60 33 7 +27 61
People's Socialists 52 33 15 +19 147
Social Democrats 44 41 15 +3 601
Radical Liberals 39 43 18 -4 72
Centre Democrats 46 40 14 +6 48
Liberals 33 55 12 -22 441
Conservatives 29 59 12 -30 255
Progressives 39 52 S -13 93
Work-shy elements” (42) (50) (8) (-8) 12
1) Voted for the comedian Jacob Haugaard who got elected in 1994 outside the parties. He originally claimed

to represent "The association of consciously work-shy elements”. Behind this "association” was a

philosopher (Poul Smith) who wrote a manifesto entitled " Arbejdsfrihedens sppgelse” (1977).

Source: Election Survey 1994
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wage, towards the size of unemployment benefits, and towards equality are nevertheless some of
the attitudes that corresponds most clearly with their party choice whereas they are quite positive
to most other aspects of the welfare state - much more than their older fellow-partisans. This may
indicate that dissatisfaction with certain aspects of labour market policies is also part of the
explanation of the swing to the right. One may only speculate about the reasons. But there may
be a feeling among those who work hard to earn a relatively low wage, or among those who
receive educational allowances that they are discriminated against as compared with those who
receive unemployment benefits or - as former unemployed - receive much larger allowances than
ordinary students if they take an education. Furthermore, there is a value change in direction of
larger stress upon personal responsibility (Gundelach & Riis 1992; Petersen 1996) which is
highly visible among the young and among the supporters of socialist parties. In the perspective
of such values, a citizens' income may appear as a "something for nothing"-option which

undermine principles of personal responsibility.




6. Conclusions and discussions

The article demonstrates that even though the welfare state may not be very effective in fighting
unemployment, it is possible to alleviate the consequences of unemployment in a welfare state
regime which adopts a universalist strategy with some resemblance to the idea of a citizens'
income. Without seriously damaging economic consequences, it has been possible in the Danish
case (almost) to avoid the negative consequences for citizenship associated with long-term mass
unemployment. Even though more systematic comparative research is needed to identify more
exactly the contribution of the welfare state and of individual welfare programmes, it seems
beyond doubt that the Danish welfare arrangements have been very successful in these respects.
Thus it comes as no surprise that the observations above also run counter to evidence from Anglo-
Saxon countries where market-oriented, inequality-generating policies imply that the negative
effects of unemployment on citizenship are much more pronounced (White 1990; Pixley 1993).

Thus it seems possible - at least to a much larger degree than commonly recognized - to
limit marginalisation at the labour market. This may, of course, not only be an effect of the
(“passive”) right-based policies but also, to some degree, of active policies. However, as the
(immediate) effects of active policies are usually evaluated to be small, it does seem that the
relatively generous unemployment benefit system has also contributed quite significantly.

Turning to social and political marginalisation, the record seems even better. Severe
problems certainly do surface but only as a minority phenomenon among the unemployed. For
the majority, there are few signs of distress or, more generally, of social disintegration. Effects
on political participation are negligible. And there are few, if any signs of political polarization.
In short, the threatening effects of unemployment on citizenship has nearly been neutralised in
the Danish case.

As far as the economy is concemned, the Danish record is not much better or much worse
than that of most other European countries. This does not rule out, of course, the possibility that
the system of unemployment benefiis and other labour market arrangements may have a negative
contribution. But nearly all studies of the alleged negative effects of welfare incentives conclude
that such effects are weak, uncertain or impossible to measure (Pedersen 1993).

This study adds the observation that if there is any effect, it is highly asymmetrical. On
the one hand, simple logic as well as empirical observations above suggest that the provision of
basic social security and relatively liberal controls have contributed to lowering the eagerness to
find a job at any price, to be geographically mobile etc. This also contributes to increasing
structural unemployment. And it means that the unemployed have been in a position where they

were able to put demands on the job they wanted to have.
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On the other hand, there are almost no signs at all that insufficient economic incentives
to work constitute a major problem. In particular, we observed that expected income, except for
small minorities, had almost no effect of job willingness. To put it in other words: Lack of
negative incentives to remain unemployed does probably have an effect, but lack of positive
incentives to get employed means very little. This asymmetry runs counter 10 conventional
economic thinking.

Thus it seems that there is a certain price to be paid for the relatively generous welfare
arrangements for the unemployed: Permanently higher expenses for unemployment benefits. On
the other hand, there are undisputable gains in terms of citizenship, i.e. avoidance of marginalisa-
tion in nearly all respects. And there are furthermore considerable economic savings as compared
to an expanded workfare line. It furthermore emerges that the much-debated increase in transfer
incomes is more a matter of political decisions in parliament (democracy or political self-control)
than a matter of increasing unemployment expenditures. From a purely economic perspective, it
does not seem that the long-term consequences of a continuation of the system until the mid-
1990's would be unbearable.

Although this should not be interpreted as a defence for all sorts of existing welfare
arrangements, the observations above - almost - boils down to one single statement: Namely that
the main point of departure for discussions of unemployment, citizenship and the economy should
be a question of priorities between expenditure goals. Broadly speaking, it is difficult to imagine
of any system that could be much more successful in avoiding marginalisation and maintaining
citizenship than the Danish welfare system from around 1980 to the mid-1990's. But there is a
certain price to be paid, and this should be weighted against other important welfare purposes:
Health care, care for the elderly etc.

This basic question applies also to the recent reforms in the direction of a workfare line
which - alongside with most other reform proposals in the field of labour market policies - rather
take as a point of departure that we should fight unemployment by all means and at any price.
This is not as self-evident as it might seem. At least it is worth considering why and to which
degree we should assign so much priority to this goal. If it is for the sake of the unemployed, it
seems not so infrequently to be a violation of the subjective interests of the unemployed if the
jobs or activation programmes to be offered are not very attractive. If it is for the sake of the
economy or, more generally, for society's sake, it raises the question of whether costs exceeds the
benefits, and whether the labour power of the unemployed can be employed for socially useful
purposes. Again, the answer is, at least under current circumstances, sometimes negative. Finally,

a workfare line may be pursued in order to avoid the emergence of a "dependency culture” among
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the unemployed, and to maintain, more generally, an appropriate work ethic and sense of personal
responsibility in society. Probably the last argument is the strongest, and it clearly applies to some
of the groups (e.g. the young) who are not always covered by the first two arguments. On the
other hand, it is equally clear that the argument does not apply mechanically to all unemployed
in all situations. Furthermore, there are other means of avoiding the risk of a "dependency
culture”, not the Jeast socialisation in schools and in the family.

Basically, the question is how we may choose to live with a certain amount of
unemployment. Broadly speaking, this involves practical considerations about how we should
balance citizenship goals against other priorities such as economic goals and other welfare goals.
To keep the unemployed integrated in society in spite of unemployment is a collective social and
democratic goal which has a price. To a very large degree, existing welfare arrangements have
been successful in achieving this goal. The costs and the negative side effects do not seem
unbearable. The Danish economy is not much better or worse than in most European countries,
and overall labour market flexibility is among the highcst.37 Whether or not one could achieve
this end with less costs, reduce side effects etc. remains to be a challenge. Whether or not the
priority assigned to this goal is too high, compared with other welfare and democratic purposes,
remains a political question to be discussed alongside with the question of whether radically new
policies could fulfill these ends even more. But this is quite another way to pose the problem than
is found in most (narrow) economic analyses, as well as in political debates about labour market

policies.

37) Norwegian data indicate that this is a possibility (Halvorsen 1995; Johannessen 1995)
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