
 

 
Universitat de València - ERI POLIBIENESTAR.  

Edificio Institutos-Campus de Tarongers. Calle Serpis, 29. 46022. Valencia.  
Phone: (+34) 96.162.54.12– C.I.F. Q4618001-D 

Email: espanet2011@uv.es 
 

 Page 1 of 30 

 

 

 

9th Annual ESPAnet Conference 

Sustainability and transformation 

 in European Social Policy 

Valencia, 8-10 September 2011 

 

 

Stream 6: Labour market policy, activation and beyond 

Stream convenors: Ludo Struyven (Leuven University) and Matthias Knuth 

(University of Duisburg-Essen)

mailto:espanet2011@uv.es


 

 
Universitat de València - ERI POLIBIENESTAR.  

Edificio Institutos-Campus de Tarongers. Calle Serpis, 29. 46022. Valencia.  
Phone: (+34) 96.162.54.12– C.I.F. Q4618001-D 

Email: espanet2011@uv.es 

Page 2 of 30 

 

 

The End of A Success Story? Danish Unions and Employment Policy in Situation of Crisis1 

Michaela Schulze, Siegen University, Schulze@soziolgie.uni-siegen.de  

 

Stream 4. Agency and social policy transformation. Bringing actors back 

in to the research on social policy, The 9th Annual ESPAnet Conference 

2011 focuses on sustainability and transformation of European Social 

Policy 

 

1. Introduction: Collective Action and Loss of Power Resources  

 

For a long period, Denmark has been labelled as a “model country” with a comprehensive 

welfare state and a successful model of corporatist policy making. Danish unions are 

considered amongst the strongest in the world, and they have for a long time been a distinct 

part of the political system and as social partners, they were strongly integrated into decision-

making processes. The analysis of the Danish welfare and labour market policy during the last 

two decades documents a profound change in the arrangement and in the status of the social 

partners (especially unions) in the Danish political system. The results show that two important 

pillars of the Danish model (the social partners’ basis and the collective trust in partnership) 

eroded. Besides, unions have lost influence in political and administrative corporatism. Unions 

are no longer a part of the law-making process and since 2007, they are formally excluded 

from the organization of the decision making process. Recent developments point at weak 

unions that operate more as lobbyists instead of being strong corporatist institutions or part of 

the decision-making process. It seems that unions were not able to find sufficient solutions to 

                                                           

1 This paper is based on the following article: Henning Jørgensen/Michaela Schulze (2011), 

Leaving the Nordic Path? The Changing Role of Danish Trade Unions in the Welfare 

Reform Process, in: Social Policy and Administration 45:2, pp. 206-219 
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economic crisis. The answer of the Danish government to the current economic crisis indicates 

a continuation of these developments: The last labour market reform that had been passed in 

June 2010 was the first reform where the social partners had not been included in the policy 

making process. The results of the paper show that researchers will have to think about a 

revision of the Danish model.  

The paper is organised in five major parts. Section 2 will deal with the central theoretical 

dimensions of the topic. In section 3, I will discuss the role of unions in the first labour market 

reforms in the 1990s. Afterwards, in section 4, I will discuss the influence of Danish unions in 

labour market reforms since the turn of the century. This also includes recent political 

developments under crisis conditions. Finally, in the concluding section I will answer the 

questions whether the reforms indicate a backsliding from the Danish “model”. 

 

 

The loss of influence and power resources of unions during recent decades is not to be denied. 

The explanation for this is, however, not easy and straightforward: is it because of growing 

economic globalization, new forms of production, search for “competitiveness” and 

deregulation that unions have lost power resources, or is it because of changing attitudes, a 

fragmented membership and loss of members? Or is it perhaps because of other reasons? 

Both external economic explanations and internal attitudinized explanations of members´ 

behavior will not do as they are unable to account for the distribution of power and influence 

amongst groups and organizations in a society. Structural changes might have embedded 

unions in new kinds of relationships, declining unionization, and to this changing attitudes and 

voting behavior amongst employees might have brought a stronger political fragmentation; 

but none of these developments determine the use of power resources and the distribution of 

influence in a system. Here relationships between the labor market and the welfare state 

system are important factors and – we will argue – political decision-making and shifting ways 

of organizing such relationships are decisive. Institutional pillars of support for private interest 

representation and representational legitimacy are amongst the important factors. But 
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structures and resources of actors do not determine decisions and strategies. This is to say that 

preferences and priorities cannot be taken for granted or derived from contexts. Unions are 

not only economic agents but also actors on the political scene. Regulating the labor market 

and gaining influence is a question of power resources and the use of these resources in 

intelligent ways. This also includes political decision-making processes and arrangements. 

Nationally, special institutional arrangements and opportunity structures have been 

established. The loss of power of unions - the collective ability to mobilize and act as a united 

actor on behalf of its members´ interest vis-à-vis employers´ representatives and the political-

administrative system (Korpi and Palme 2003) – is fundamentally linked to the political system 

and the way welfare state arrangements are functioning. The ability to organize might be 

weakened (Visser 2006) and with this internal legitimacy, but the ability to act in an 

organizational and political way is another question. The creation or recalibration of political 

and administrative institutions is most important as to the ability of unions to solve collective 

action problems (Rothstein 1992, 2003), and external legitimacy and concrete opportunity 

structures count as well. Political decisions and strategies might contribute to the loss of 

power resources by changing policies and their institutional implementation structures and by 

shaping capabilities of unions. In this way governmental strategies and ways of including or 

excluding central organizations and groups in institutional arrangements and decision-making 

processes are central to union power resources. This is our analytical working thesis. We will 

try to document the relevance of this thesis by analyzing the developments in the Danish 

welfare and labor market system during the last two decades, concentrating on labor market 

policy and the politics of industrial relations and the repercussions changes in the content and 

organization of decision-making power have had on union power resources. Pessimists might 

call this a study of the political mechanisms of powerlessness. We are slightly more optimistic 

in approach and assessment in the Danish case. The basis for the following analysis and 
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conclusions are threefold: existing literature on recent Danish labor market history and welfare 

state reform (desk research), a ph.d.-thesis from 2010 by one of the authors (Michaela 

Schulze), involving interviews with Danish decision-makers and experts, as well as document 

studies, and studies carried out by the CARMA group in Aalborg during the last 30 years 

(amongst these see Jørgensen 2006/2007 and Jørgensen 2009/2010). Methodologically, more 

kinds of data collection and data analysis are involved, and this way triangulation strengthens 

the validation of statements. 

 

 

2. Danish labor market and welfare arrangements and power resources 

 

Danish unions are considered amongst the strongest in the world, and they have for a long 

time been a distinct part of the political system and as social partners, they are strongly 

integrated into decision-making processes. More than 80 percent of all wage earners have 

been member of a union up to the mid 1990´es, and the social partners have traditionally been 

placed in pivotal positions within the political system. Welfare state policy was one of the 

major fields of union influence besides its own private regulation through collective 

agreements. Social partners have strongly influenced both public and private regulation. 

Corporatism has had a long history in the Nordic countries, including Denmark. And the 

collective mobilizing of unions did have a huge importance as to securing social democratic 

governments up to the 1980´es (Allern/Aylott/Christiansen 2007). 
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   The Danish union federation Landsorganisationen i Danmark (LO) has been the most 

important political actor of organized labor. The employers accepted the outstanding function 

of the federation in 1899 with the September Compromise, the first ever general agreement in 

the world. The political system soon followed with legislation supporting the private 

regulation. This comparatively early recognition and the growing strength of the labor 

movement resulted in an ongoing political influence of the unions that remained stable until 

the end of the 1990s. Programs of active labor market policy and revisions of the 

unemployment insurance system have been of special interest for the unions since the 

1960´es. Trade union confederations outside the LO have also been important during the last 

three to four decades, especially “FTF” (white-collar workers) and “AC” (academics). Empirical 

research however indicates that trade union members no longer vote along clear class lines 

(Bild et.al. 2007, Allern/Aylott/Christiansen 2007). Class parties in parliament are no longer 

automatically supported by trade union votes or money. This might weaken the basis for 

political coordination and compromises (Pierson 2001), but up until the 1990´es it has not 

been a strong factor in Danish politics. 

   Within the social sciences, the influence of Danish trade unions is widely recognized. A strong 

union movement and corporatist structures were all part of the development of flexible 

growth-oriented economies, high employment, compressed wage structures, and welfare 

state policies in the Nordic countries (Korpi 1983, Cameron 1984, Esping-Andersen 1990, 

Jørgensen 2002, Minnich 2003). Esping-Andersen argued that a strong labor movement is an 

important variable of the Nordic model, building on thesis of power resources as important 

political assets (Esping-Andersen 1990). Alongside Sweden, Denmark is an explicit reference 

model. Besides, Korpi and others have shown that vital Nordic trade unions fought for 

collective rights and the establishment and expansion of social programs, amongst these the 
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unemployment insurance system of the Ghent type (Korpi 1983). In a Ghent system, the 

unions have a monopoly of organizing the unemployment insurance system and this is a strong 

power resource as it is driving unionization. It stimulates the organization of people in unions 

and reduces a collective action problem. The formative choices of wage earners are influenced 

this way. The Nordic welfare state systems have had the social partners as architects alongside 

politicians. And the “good governance” of the Nordic systems since the beginning of the 

1990´es has been built on interconnections between macro-economic policy, welfare state 

policies, and collective agreements, with the social partners in pivotal decision-making 

positions (Magnusson et.al. 2008). 

   During recent years new patterns of decision-making processes and political priorities are, 

however, visible in Denmark and Sweden. A new liberal-conservative government took office 

in Denmark in 2001 (in 2006 the same happened in Sweden). But even before these political 

changes took place, new pressures and priorities were developing. With the rising reform 

demands of globalization and Europeanization pressure on unions grew in Denmark too. 

Political decisions as to inclusion or exclusion of unions have been decisive. Here the 

Scandinavian countries follow different routes. 

   The way unions (and employer organizations) have been excluded from the decision-making 

bodies is to be analyzed alongside other political initiatives influencing union capabilities and 

strategies. In the late 1990´es, labor market policy revisions were for the first time made 

without the direct participation of Danish unions, and during the 2000´es policy decisions have 

directly been against the unions, both as to the content of policy responses and as to the 

organization of decision-making. In comparison to continental European unions, Danish union 

membership remained stable most of the time. Unionization was actually growing until 2003. 
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However, the political developments were signaling a new future of corporatism in Denmark 

and another position of the unions in relation to the political arena. 

   The social partners have common interest in institutionalized influence in the political 

system. Unions are more dependent on such kinds of arrangements than employers are as 

they have few other political resources to veto political decisions and public policies. Especially 

in Denmark where both economic and formal ties between the Social democratic party and 

the LO have been abolished since 2003. The employers have power over the means of 

production, over employment decisions, over arguments for competitiveness, and they have 

exit opportunities that are not the case with trade unions. Unions are only achieving power to 

influence decisions and political agendas by voice and loyalty options. Besides, they have to 

use their strategic resources and capabilities in combined efforts to defend rights and 

arrangements within the professional field with a political project including egalitarian values 

and interests unknown to employers. That is why this article concentrates on trade unions and 

their power resources and not on social partners in general. 

 

   The welfare state and the labor movement are closely interrelated and the same goes with 

the relationship between the Scandinavian welfare states and corporatism. But the very idea 

of the labor movement implies both economic, political and cultural goals and a vision 

transcending the present defensive character of trade union action. Special opportunity 

structures have been created for the unions to influence public policies and to find ways of 

developing social dialogues with the employers – and it is the recent Danish labor market and 

welfare state history we concentrate on in accounting the weakening of the power resources 

of the unions. Until the end of the 1990´es, trade union influence on social policy remained 
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strong and stable as well (Jørgensen 2003). This is, as indicated, because trade union 

membership is linked up to the unemployment insurance system and to the fact that unions 

were integrated into the political processes.  

The influence of unions on social policy reforms was strong until the end of the 1990´es. Then 

the government would like to make its own reforms and this put pressure on the unions. With 

the coming of the liberal-conservative government in 2001, unions were put on the side-line 

and new reforms were planned, totally abandoning corporatism in this policy area in 2007. The 

social partners were no longer part of public administration but put in advisory roles only. 

From 1. August 2009, the municipalities have taken over all formal responsibility for labor 

market policy, giving the social partner few changes of influencing the policies adopted.  

   Three periods can be distinguished in the relationship between the state and the unions 

since 1990. The political developments have changed the influence of the LO and the other 

peak organizations rather profoundly. The period from the early 1990´es up to 1998 is marked 

by reforms and changing but strong influence of the LO. Politicians and the social partners 

prepared the first labor market reform in 1993. Major changes occurred from the second labor 

market reform in 1998: Civil servants prepared the reforms, and the LO was no part of the 

policy-making process. In this reform period, the LO has lost part of its traditional influence in 

the political system. While political corporatism changed rather profoundly, administrative 

corporatism was even expanded. The second period - between 1999 and 2006 - is 

characterized by major activation reforms and intense changes in the corporatist system. The 

influence of unions in the political system diminished. The period from 2007 on shows the 

most significant changes concerning union influence in politics. The focus will be on the two 

last periods because the changes form evidence of an end to the Danish model of high 
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influence of unions in the policy process (e.g. corporatism, agenda setting activities, political 

influence, and external legitimacy).  

 

   The main argument of the article is twofold: On the one hand, labor market policy and 

activation reforms at the beginning of the 1990´es strengthened corporatism in Denmark, but 

political developments since have reduced its role; and now corporatism seems to be 

threatened or abandoned in Denmark. Is a path-breaking political development to be 

recorded? This would change the Danish welfare model as well. An imbalance between rights 

and obligations in the Danish system can already be observed, special problem groups have 

felt reductions of benefits and benefit periods, and stronger punishment has been introduced 

in the system. The central question is whether the unions have been able to prevent this to 

happen and to protect the institutions and goods, which are of utmost importance to their 

collective capability to mobilize and act. The relative balance of power amongst actors is at 

stake. In addition, the unions are now loosing members as in most other European countries. 

 

3. Theoretical Approach and Problems as to Research Questions 

According to our twofold argumentation, the theoretical approach will be twofold as well. On 

the one hand, research on welfare state retrenchment has to be acknowledged here. This 

discussion goes hand in hand with the research on the Scandinavian universal welfare state 

model. Danish labor market and social policy reforms that started in the 1990´es indicate a 

special path to labor market policy reform by the help of “activation”. On the other hand, 

research on union influence on welfare policy development has to be taken into account too 
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and the relationships between social policy developments and labor market regulations have 

to be scrutinized as well.  

   Many researchers have referred to the Danish welfare state as a part of the universal welfare 

state regime and a “model country” in this respect. Denmark is characterized by a high level of 

social rights and universalism (Esping-Andersen 1990: 27-28). However, liberal elements and 

market orientation have always been important parts of the Danish economy. In this context, 

several researchers have pointed at the significance of the Danish and the Swedish welfare 

state as representatives of the Nordic model too (Kautto et al. 1999). 

   Denmark has developed a special mixture of Scandinavian welfare state arrangements and 

liberal traditions as to labor market regulations. Denmark is one of the countries with the most 

developed social security systems and the country in the world with the strongest labor 

market policy at the moment (measured by the expenditure level: 4.4 per cent of GNP). But at 

the same time there exists a long tradition for liberal practices within the labor market and in 

some policy fields as well. The politics of industrial relations is most important: The private 

employer and employee organizations can on a voluntary basis make collective agreements 

without the intervention of the politicians. The agreements regulate many issues normally 

dealt with in parliament in other systems - examples are working time, minimum wages, 

holiday arrangements, and co-determination. The liberal tradition also manifest itself in the 

preferred use of soft policy instruments to hard ones. Moreover, the employers are generally, 

compared to other systems, free to hire-and-fire and they do not have to pay high social 

contributions. The tax-burden is on the employees. The employers even do not contribute to 

financing the labor market policy since year 2000 – but they have been placed in pivotal 

decision-making positions within the system ever since the start of labor market policy in the 

1960´es.   
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   One major characteristic of the Danish model is the high degree of unionization and the 

important role unions played in the policy-making process (Composton 1995, Jørgensen 

2006/2007, Weishaupt 2010). On the one hand, labor market parties influenced social policy 

reforms. They were part of labor market commissions that prepared reforms. Besides, they 

have always played a significant role in the implementation process of these reforms 

(Jørgensen 2003). One central element of explanation is the Ghent system. This special 

unemployment scheme combines the unemployment insurance and trade union membership 

(Lind/Møller 2006: 10). Consequently, unions played an important role in employment politics. 

Besides, union members do not leave their union when they get unemployed. In many other 

countries (especially in Continental European countries) members quit their membership in 

case of unemployment (Ebbinghaus 2000: 169). 

   The golden era of welfare state expansion and increasing influence came along with growing 

number of trade union members. Between 1950 and 1980, membership in the unions 

organized under the umbrella of the LO had grown more considerably than in other countries. 

Both the labor market and the unions have also been partly “feminized” as women now 

participate on an equal basis with men. On the one hand, the trade union growth is closely 

related to combination of trade union membership and unemployment insurance. On the 

other hand, this development showed a satisfaction of the members with the political 

involvement of the federation LO up till the 1990´es (Bild et.al. 1993, 1997, 2007). 

 

   In times of welfare state expansion, unions played a major role in the political process. They 

fought for the expansion of social rights and benefits. Sweden und Denmark are prominent 

examples of high union influence in welfare state development and expansion. In the 1980s, 
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Walter Korpi used these and other examples to analyze union influence systematically (Korpi 

1978; Korpi 1983; Korpi/Palme 2003). In the meantime, the power resources model is a widely 

discussed theoretical approach. Six variables have been established as criteria for analysis: 

organizing power, fighting power; power in and outside the parliament; government 

participation of political partners, and de-commodification (Ostheim/Schmidt 2007: 40). 

However, there are several methodological problems: It seems to be difficult to operationalize 

these criteria. Several researchers have dealt with these problems (Lehmbruch 1982 :8-13; 

Shalev 1992: 112-122). To this comes the question of institutional change that have to be 

explained too. In this article, we cannot solve all of these problems but we will contribute to 

this discussion from a Danish perspective.  

   In recent literature, Denmark is still seen as a successful welfare state. And with the 

“flexicurity” literature the Danish labor market regulation is even treated as a political celebrity 

(Jørgensen/Madsen 2007). Recent reforms, however, indicate that Denmark might be leaving 

the Nordic path of generous welfare benefits and high trade union involvement in social and 

labor market policy. Our results imply a revised picture of the Danish system. For future 

research, this means that the Nordic model needs to be redefined in several respects. This may 

cause new research in the fields of social and union research.  

 

4. From A Corporatist Model Country to A Deposed Conqueror: Trade Union Influence in 

Activation Reforms 

 

4. 1   Trade Union Influence from the early 1990s to 1998. 
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The 1990´es became a strong reform period. The Parliament “Folketing” passed the first 

activation reform in 1993 with a sweeping majority (Bogedan 2005: 17). The new 

social-democratic led government wanted to reduce unemployment and increase the 

willingness of people to take up a job and the possibilities to do that (Goul 

Andersen/Pedersen 2007: 12; Larsen 2005: 123-124; Lind/Møller 2006: 7). The law 

limited the unemployment benefits to seven years and divided it into two periods: a 

passive time (four years) and an active time (three years). Thus, every recipient had the 

right and obligation to activation after four years. Besides, individual actions plans to 

improve the job placement with education and jobrotation as important measures were 

introduced (Larsen 2005: 124). “Activation” was to have active measures, qualitative 

good offers to unemployed people in order to give people “new chances”. In addition, 

the law determined a decentralization and flexibilization of labor market policy. The 

government established 14 regional labor market boards, which are tripartite bodies. 

Unions, employers and municipalities decided which activation programs were to be 

implemented in the regions (Etherington/Jones 2004: 29; Jensen 1999: 7). The first 

reform indicates an important strengthening of regional corporatism (Jørgensen 2003, 

2009/2010).  

   Trade unions did not only play a vital role in the implementation process but also in 

the preparation of the law: In the Zeuthen Commission, which prepared this reform, 

unions had been strongly represented. Besides, employers, politicians, civil servants, 

and experts participated (Madsen 2005b: 284; Martin/Thelen 2007: 26; Mailand 2005: 

139). The government adopted the requirements of the commission (Larsen/Goul 

Andersen 2008: 9-10). The commission found a compromise that all partners accepted, 

and that is why the first labor market reform was passed without any big quarrel. The 
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work of the Zeuthen Commission is seen as a successful example of corporatist policy-

making (Mailand 2005: 139; Martin/Thelen 2007: 26).  

 

   The government passed the second labor market reform in 1996. This reform marks a 

continuation of the activation path (Goul Andersen/Pedersen 2007: 13). The duration of 

unemployment benefits was further reduced to five years: two years passive and three 

years active period (Jensen 1999: 5). Unemployed people are obliged to take up every 

job after a certain time and have to accept a commutation time of four hours per day.  

   The preparation of the first labor market reform differs from the second. Civil servants 

prepared the second reform and unions were no part of the policy-making process. This 

period is mainly characterized by an increasing influence in administrative corporatism. 

However, especially the second reform signals a beginning change of elements in the 

Danish system.  

 

4.2   Continuing Loss of Influence: Union and Activation Reforms between 1999-2006.  

 

The activation reforms between 1999 and 2006 indicate a first loss of trade union 

influence in the policy-making process. The first revisions shortened the benefit period 

to five years and changed leave programs. The third and fourth activation reform 

became effective in 1999. The third labor market reform specified a reduction of the 

unemployment benefit duration to four years and strengthened the incentives of early 

retirement (Lind/Møller 2006: 8; Goul Andersen/Pedersen 2007: 13). The 

unemployment figures were falling rapidly and new jobs were being created. As 

opportunities within the labor market increased, the benefit period could be reduced 
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without any serious threat to wage earners. The fourth activation reform differs from the 

other reforms insofar as social assistance law (and not unemployment) is reformed. 

Everybody is obliged to take up a job or participate in activation programs. But 

unemployed people still had a clear influence as to their own action plan.  

   The Social democratic government, which was in office until 2001, started a change 

of the Danish way of policy-making. Trade unions did not play a pivotal role in these 

later processes, as civil servants and policy experts prepared the reforms. Besides, the 

government had refused the reform content in parliament as long as possible and 

advertized them as only small welfare state adjustments (Goul Andersen 2001: 20; 

Jørgensen 2002: 138-139). As LO, FTF and AC did not have significant influence on the 

reforms, it is difficult to label the reforms further “revival of corporatism” (Goul 

Andersen 2001: 20). Instead it is more appropriate to speak of a first change of the 

Danish system.  

   In November 2001, the new liberal-conservative government under the lead of Anders 

Fogh Rasmussen took office. The change of government immediately threatened the 

power resources of the unions. A proposal of a state-run unemployment insurance fund 

was not supported on the parliamentary level, but another of establishing cross-

occupational unemployment insurance funds was. This broke the dominance of the 

Ghent system in Denmark and it soon weakened the collective capabilities of the 

unions.  

   Next, the right-wing administration implemented the reform initiative More People to 

Work only one year later (Jørgensen 2009/2010; Lind/Møller 2006). Since then, 

everybody has to accept every job offered from the first day on they are to be activated. 

Individual action plans were substituted by narrow “job plans”. Besides, stricter controls 
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for unemployed and social assistance recipients have been implemented. In addition, 

government reformed the unemployment service insofar that it also affects the role of 

unions. Private providers are allowed to offer activation programs and actually, they 

have taken over most of the activation “industry”. The qualitative aspects of activation – 

especially educational measures – have been reduced strongly; and as private producers 

are to cover all expenditures themselves, cost commitment is a preferred strategy. This 

goes hand in hand with a reduced quality of the activation offers. The government 

hoped to reinforce the contacts to the economy and that unemployed people would learn 

to help themselves finding a job before being “activated”.    

   The reform More People to Work has sweeping implications for the role of unions: 

Firstly, this reform results in a changing financial balance. Unions no longer get part of 

the financial means for decentralized decisions; private providers do. Outsourcing of 

activities has been important. And the unions have little influence on the choice of 

providers, and even less so on the contract conditions. Secondly, it could also result in a 

loss of membership. Because of these private providers, the lack of connection to 

unions, and the new pressures put on unemployed people, the incentive to be a union 

member may decrease (Lind 2007: 57). In the long run, this may be another threat to the 

Ghent system (Lind/Møller 2006: 10). However, unions remained responsible for part of 

the unemployed. This partly explains why unions did not antagonize the reform (Goul 

Andersen/Pedersen 2007: 21; Lind/Møller 2006: 9).   

   In 2006, another activation reform was passed (Goul Andersen/Pedersen 2007: 19; 

Jørgensen 2009:14): The Welfare Compromise introduced more systematic controls of 

the unemployed persons. Frequent contacts were installed. The unemployed person has 

to verify that he or she takes job search seriously. Up till 2010, the unemployed person 
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even had to write four job applications per week – even if no job openings were to be 

found. If unemployment lasts longer than nine months, the unemployed will be obliged 

to participate in an activation program – or they will lose their benefits. Government 

aimed at an ongoing commitment and a faster job placement of the unemployed and 

social assistance recipients (Goul-Andersen/Pedersen 2007: 21). New public 

management and market-oriented ideas have become more important in the Danish 

welfare state. This managerialism, marketization and privatization go hand in hand with 

a declining influence of unions (as documented by Dalsgaard/Jørgensen 2010). Political 

corporatism had become less important in the first reform period up to 1998. In the 

second reform period, administrative corporatism had become less important, too, 

which we will comment on in the next section. 

   The inclusion of the unions in all kind of law-making via corporatist commissions has 

been reduced strongly over the years: During a ten year period in the 1960´es/1970´es, 

the unions were represented in 53 commissions, while during the 2000´es in 18 only. 

This is another example of the fall of political corporatism in Denmark. And the unions 

were threatened by new governmental interventions in industrial relations and by efforts 

to weaken the Ghent system. 

 

4.3   A New Era: Union Influence and Activation Reform since 2007.  

The year 2007 marks a new era in public policy-making in Denmark. On the one hand, the 

activation path proceeds with further restrictions and stricter eligibility criteria. It is only job 

placement that counts. Unemployed persons should now fear having activation started. The 

economists are talking of strengthening the “motivation effect”, e.g. sticks instead of carrots. 

On the other hand, reforms go hand in hand with a quitting of the Danish way of corporatist 
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policy-making. Three reform initiatives have to be highlighted here (Jørgensen 2009/2010): the 

Welfare Compromise (2006/2007), the reform in 2009, which was only the preliminary 

endpoint of the decreasing union influence, and, finally, a crisis package in 2010.  

   The Welfare Compromise of 2006/2007 was developed by the Welfare Commission which 

worked between 2004 and 2006 without any important influence of the unions. The social 

partners had the chance to take a stand after the commission finished its work 

(Velfærdskommissionen 2005; Velfærdskommissionen 2006). The LO dealt intensively with the 

claims of the commission and intensively criticized some of them but unions had become 

lobbyists only (Velfærdskommissionen 2006: 173-785). The recommendation to reduce 

unemployment benefits to 2,5 years was one of the main point of union criticism 

(Velfærdskommissionen 2006: 179-181). From the union point of view, this recommendation 

was incompatible with the Danish welfare model (Velfærdskommissionen 2006: 181). The 

government had to revise some of the claims after the loud criticism of the unions (Kvist 2009: 

39). Finally, the reform was passed with a vast majority. Some of the major components are 

summarized by Jørgensen (2009/2010). Stronger “work first” elements are decided on which 

are reflected on the content side by stricter activation demands and new programs being 

introduced and clear time schedules to be followed by the employment authorities.  

   On the administrative side, decision-making arrangements were changed again: 91 new job 

centers were created in 2007, which were to be responsible for the unemployed and social 

assistance recipients. 77 of the job centers had a shared leadership of state and municipal 

representatives – clearly a provisional “solution”. 14 were having municipalities responsible for 

all kinds of unemployed people. Most important at that time for the question of union 

influence was the abolition of regional labor market policy and regional corporatism. The social 

partners were placed in new advisory roles only. They are no longer responsible for the 
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activation programs. So it is easy to see that unions have lost influence in political as well as 

administrative corporatism. Governance structures were changed in ways excluding the social 

partners. 

   Furthermore: From 1 August 2009, the municipalities have taken over all responsibility for 

labor market policy. This goes with the content of activation measures, the decision-making 

competences, and the financing of measures as well – even if the state has installed a 

complicated system of refunding most expenditure, but also controlling the municipalities. In 

case the municipalities activate insured unemployed persons, they will get a refund of 75 

percent of expenditures. Otherwise, they have to pay 50 percent themselves. In case of people 

on social assistance, the figures are 65 percent and 35 percent. The government believes in 

economic incentives – but also in the fruitfulness of having the unions outside the institutional 

set-up for decision-making and implementation of labor market policy. The unions are having 

troubles using the advisory role to influence policy, and the abolishing of regional labor market 

policy has been a big loss to the social partners. Also the employer side has been strongly 

against this change of organization of labor market policy.    

   The 28 private unemployment insurance funds are being strongly controlled and 

benchmarked by the state. They have new responsibilities in employment policy – but they do 

not get money from the state to carry out these tasks. New tensions between the 

unemployment insurance funds and the municipalities are also arising because the 

municipalities will have to bear economic consequences of decisions taken in the 

unemployment insurance funds as to the question of unemployed people being ready to take 

up a job in the open labor market. A state run unemployment insurance system was already 

part of the right wing government program in 2001 – but not realized - and this proposal might 

soon pop up again. 
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   The economic crisis since 2008 has made the state a key interlocutor, responding to 

demands on subsidies and support. On the other hand, public cuts, dismissals, and pension 

reforms have provoked many conflicts, including general strikes in some countries. In 

Denmark, a lot of discussion is going on as to a pre-pension scheme, “efterlønnen”, introduced 

in 1978, followed by other proposals of fighting economic downturn and rising unemployment. 

Finally, in June 2010, the right-wing government – now headed by the liberal Lars Løkke 

Rasmussen - succeeded in having a plan for “restoring” the economy realized. The economic 

crisis and the deficit on the public budgets were used as a reason for cuts in budgets and direct 

attacks on interests of the unions. Members of the unions are hit directly, and the position of 

the unions is weakened once more: Now tax reductions for trade union membership fees are 

almost abolished – precisely having the low fees of “yellow” unions as a ceiling. Secondly, the 

requirements for reestablishing the right for unemployment benefits are doubled, and, thirdly, 

the length of the unemployment benefit period is being reduced from 4 to 2 years – without 

any kind of compensation as for example higher benefits. This shortening of the benefit period 

and the loss of rights for welfare state support caused strong protests, but the other changes 

in policy are decisions, which also effectively will contribute to undermining the power 

resources and action capabilities of the unions. The one-sidedness of the changes is telling us 

that the government wants the traditional unions to be more powerless. Reactions are telling 

stories of changing priorities and legitimacy. Open conflicts between the government and the 

unions have resulted in the unions supporting political plans of the opposition, now hoping 

and working for a new government. The next election is to take place before November 2011. 

 

5. Leaving the Nordic Path? Trade Union Influence in Retrospect 
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Denmark has for a long period been considered as a “model country” with a comprehensive 

welfare state and a successful model of corporatist policy-making. During recent years the 

„flexicurity“ system of labor market performance has further contributed to this status 

(Madsen 2005 a and b, Jørgensen/Madsen 2007). However, our analysis documents rather 

profound changes in the arrangements and in the status of the social partners in general and 

the unions specifically within the system. 

   Recalibration of existing welfare state arrangements and changes as to the content of labor 

market policy during recent years witness that the position of the unions in the Danish system 

has been altered. We think in a systematic and path-breaking way. The unions´ collective 

capabilities of mobilizing and acting have seriously been weakened. This can be measured 

along a number of operational points.  

   Today, the trade unions are no longer included in preparations of law-making as this 

happens on the parliamentary level - often in closed finance bill negotiations - and inclusion in 

commission work cannot be taken for granted (Christiansen/Klitggard 2008 and 2010 – for 

Sweden see also Öberg et.al. 2009). This indicates a profound change in the policy style 

(Jørgensen 2002, 2009/2010).  

   Corporatist policy-making was a major characteristic of the Danish system. The social 

partners have always been involved in the policy-making processes up till the end of the 

1990´es. Now things have changed, especially since the right-wing government took office in 

2001. It is not only political corporatism that has been fading; this also counts for 

administrative corporatism. Regarding the organization of decision-making in the labor market 

policy area, the trade unions have lost influence and they have been formally excluded since 
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2007. Since 2009, they have no longer any administrative function to perform and no political 

corporatist structures exist any longer as the municipalities have taken over formal 

responsibility for labor market policy - but in a schizophrenic way: The municipalities are fully 

responsible for activities, but at the same time the state is strengthening its control 

arrangements and its power potentials. Now it is a question of steering relations between the 

state and the municipalities. It is no longer the state vis-a-vis the social partners in pivotal 

positions within the system. Recalibration of governance structures has made unions more 

powerless.  

   And, finally, as to the content of the policy, profound changes have taken place giving the 

Danish labor market policy another profile than was the case during the 1990´es. The offensive 

and „active“ labor market policy which became famous as part of the Danish flexicurity system 

is no longer in use as activation measures have been qualitatively and quantitatively reduced 

and the policy has been turned into a more „work first“-based system. Sticks have been 

preferred to carrots. At the same time, the target groups have been broadened and including 

people on social assistance has put these on a equal foot with insured unemployed people. 

This again has reduced the importance of trade unions and of the Ghent unemployment 

insurance system. The duration of the unemployment benefit period has been drastically 

reduced – from 7 to now 2 years – and the requirements of reentering the benefit systems 

have been strengthened. Besides, tax reductions for „normal“ trade union fees have been 

abandoned and you will see a pattern of trade union unfriendly governmental policies. 

   As to both the content of the political strategies and to the decision-making processes during 

the last decade changes of policy profile and policy style have been witnessed, and we can 

conclude that Danish trade unions have been mostly uninfluential. Unions now have to 

operate more as lobbyists instead of being part of strong corporatist institutions and decision-
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making arrangements. They used to be both policy makers and policy takers which created 

responsibility and commitment. Besides, an anti-collective and non-egalitarian ideology has 

been mushrooming during the last decade, contributing to a de-legitimization of collective 

action. During recent years it has also been quite unclear which kinds of issues are to be 

handled by parliament or by the private collective bargaining system. This goes with questions 

like equal pay, equal treatment of men and women, maternity leave, and caring days. These 

are often questions of the highest relevance for women and work-family balances. Double 

regulating practices are now normal and this gives the political system good changes of 

influencing the regulation of the labor market and the vital interest representation of wage 

earners. Professional and political agenda setting activities are interrelated and so are policies.  

   From our analysis we must draw the conclusion that the Nordic approach to growth and 

welfare seems to have one of its pillars eroded in Denmark: the social partner basis and the 

collective trust in partnership. Moreover, the unions suffer the most. The present right wing 

government openly perform policies hostile to unionization and trade union action. 

Traditionally, the political color of the government is a very important factor as to power and 

influence in a system. Partly, this also counts for Denmark. Right-wing governments want to 

weaken the strong position of the unions and ways of doing this is to exclude trade unions 

from the preparation of important political decisions, to weaken the position of trade unions in 

administrative bodies, to recalibrate policy arrangements, and to change the content of 

policies. The opportunity structure of the unions has been changed in Denmark. Even though, 

the relationship between the color of the government and labor market policy decisions are 

not that clear and undisputed. Especially not in systems in which political compromises have 

been cultivated and historically include both sides of the political spectrum and the social 

partners as well (Jørgensen 2002). In a Nordic „flexicurity“ system, interests and institutional 
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arrangements are interrelated in a much more complex way, and the „institutional 

complementarities“ produced are traditionally supplying the government with incentives not 

to exclude actors from decision-making arrangements or to favor one party only. However, this 

is exactly what has happened in Denmark. First, this started with the social democratic 

government reforms of labor market policy in the late 1990´es and, second, it was done in a 

deliberative and much more firm way with the right-wing governments´ exclusion of the trade 

unions from influence on policy developments during the last 5-8 years. Competences and 

decision-making power have been changed quite fundamentally: The abilities of the unions to 

ensure resources have been weakened, opportunity structures have been recalibrated, and 

legitimacy of collective action have been openly questioned. Union resources and capabilities 

have been strongly shaped by governmental action – even if they have not been totally 

damaged by the developments. This must also be remembered. But in more respects the 

Nordic path is not followed any longer in Denmark. Social dialogue and partnership yield 

diminishing returns. Now they function mostly as a kind of “damage control” mechanisms. But 

political exchange might not be worthless – and especially not if the government changes 

political color, the trade unionists are telling us.  

   No direct or perfect „fit“ between the color of the government and the outcome of decision-

making is to be expected in any system. Now the Danish trade unions have suffered a severe 

loss of power resources; and in the short run, they have fewer chances of securing its 

members´ interests as to political power. Political influence and power are functions of union 

vitality and collective intelligence. It might take time for the trade unions to learn how to be 

architects of „modernization“ processes and constructive veto-players at the same time – no 

matter what kind of government will be there. A broad and internationally oriented political 

project supplementary to the professional collective agreement nexus in „the Danish Model“ is 
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still missing, we think. But one thing is certain: Social scientists will have to think more 

structured and realistic about the character and future of the Danish welfare and labor market 

„model“.       
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