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Comparing Welfare States

During the past 150 years all western democracies confronted two great domestic political  challenges:  the struggle to achieve, improve, and maintain constitutional democracy and to assure that industrial society provided ordinary men and women with greater security, dignity and equality. Despite the uniqueness and colorful detail of each country’s historical experience no western society has escaped or followed a singular path in responding to these challenges. Systematic comparison of foreign experiences and analysis of results is not only a rich academic exercise; it is also of vital concern to political leaders, public administrators, and engaged citizen.  

How far should one look?  With whom is a continental and diverse state like the United States comparable? Clearly simple comparison is not adequate, but insights and differing perspectives are useful. Hence when asked “what do most Americans think” of the Nordic welfare state experiences and the lessons they may hold for our their social problems, the blunt answer is that most Americans do not “think” about foreign examples, and those that do often have severely distorted views.  When Americans decide that their domestic social and economic problems require a more energetic response, and such periods of reform come about once in every generation, they do open their eyes more widely and frequently borrow foreign innovations.  For example, the current emphasis on “welfare to work” programs as part of the U.S. 1996 welfare reform act – one which remains controversial and problematic for many progressive Americans – is similar to the Rehn-Meidner reforms in Sweden dating back nearly fifty years. The innovative procedures of the Swedish Arbetsmarknadsstyrelsen (AMS; Labor Market Commission) to place unemployed in new jobs or job training as quickly as possible have over the past decade become standard in most advanced industrial states.  Certainly no political leader has given credit to their Swedish colleagues for these innovations and carefully documented evaluations of the programs, but one can trace such “transnational learning” to communities of academic, administrative, and even journalistic experts. 



Our era of rapid travel and electronically enhanced scholarship has made comparison and dialogue livelier than ever, but we tread on a well-marked trail.  For more than a century politicians, social activists, journalist, and social scientists have eyed their neighbors as well as distant lands.  Although the United States has benefited from the insights of foreign observers, from Tocqueville and Bryce in the 19th century through Myrdal and numerous Europeans in the last century, Americans have often been less attentive of European examples. We have focused more on the innovations of various state governments and occasionally our Canadian neighbors.  As a continental and federal country, there has always been significant variation and independence in policy among the several states, even during the dark period when a conservative Supreme Court successfully quashed many state initiatives and the federal government was unable or unwilling to act.  Although the Presidents Theodore Roosevelt and Woodrow Wilson made some limited progress in social and economic policy reforms, not until the “New Deal” of Franklin Roosevelt (1933-40) did the United States move sharply toward a national social policy.  Only when the states and the nation were overwhelmed by the Great Depression, which was sharper in the US than in most western European countries, did Americans begin systematically to compare their situation and policies with other states.  It is not surprising that at this time, scholars, journalists, and even some politicians began to look at the Nordic states.  

North American perceptions of Nordic democratic development has come first from occasional diplomatic observers, then journalists, and finally and with increasing abundance from scholars.  Not surprisingly Americans open their eyes most widely when they are unhappy with their own situation and policies.  Hence foreign “models” have blossomed and been most invisible during quite distinct periods.  First was the “Progressive Era” of social critique and reform mentioned above (roughly 1901 to 1916).  Second was the Depression era (1932 to 1940). The best selling book of journalist Marquis Childs Sweden: the Middle Way (1936), the scholarship of Scandinavian-Americans like Thorstein Sellin and Henry Steele Commager, and others laid the first bridges between the academic and policy communities
.  A decade later the work of Gunnar Myrdal proved that comparative research could flow in both directions. There were more sustained efforts to describe the achievements of the Nordic region after World War II, including the scholarship of Franklin Scott and the journalistic insights of William Shirer, whose volume The Challenge of Scandinavia (1955) continued the tradition of Marquis Childs.


Ethnic ties between the two regions were also strong. From the late 19th century through the middle of the 20th century Scandinavian immigrants and their immediate descendents constituted a huge and powerful ethnic community in America.   Not all were progressive or looked back on their homelands with affection, but many did.  In the heavily Scandinavian states: Wisconsin, Minnesota, the Dakotas, Washington, and even California, there were echos of the social awakening that swept the Nordic countries in that period.  Hence the mutual interest and comparison has deep historical roots.  Nordic immigration to Canada created similar ties.


While “New Deal” brought many important reforms to American social and economic policy, it was mainly “catch-up” in comparison to the Nordic states that already had an incomplete but nevertheless solid basic social security system by the 1930s.  With the start of the “social democratic” era in northern Europe, the modern welfare state took shape with broad political support. American reforms in the 1930s were indirectly inspired by reforms in Western Europe but never modeled after them.  While President Roosevelt had only a passing acquaintance with the Nordic and social liberal reforms, many of his advisers and along with members of Congress knew that reforms adopted in Europe could be adapted to the United States.  Most historians agree that most New Deal emergency programs had mainly indirect or “psychological” rather than economic effects, but the reforms would have a vital long-term impact.  Reforms of the financial and banking system, labor and farm legislation, housing and transportation investments, and especially social security legislation would form the foundation of the American “welfare state.”  The U.S. like Scandinavia implemented its most important social policy reforms on the basis of a unique national consensus that unregulated and unbridled capitalism would undermine the social, economic, and political foundations of the nation.  While authoritarianism was never a clear and present danger in the U.S. compared with Europe, a failure to react forcefully and imaginatively would have had long historical consequences.


In the last thirty years there has been a steady stream of comparative social policy studies that have included the Nordic countries and defined a clearer image of the “Nordic” or “Scandinavian” Model.
  Contemporary studies are more balanced in their assessments, avoiding the scary image of “socialism, suicide and sin” or the utopian image of total social security and harmony. The welfare state remains, however, a political project rather than an inevitable outcome of impersonal social and economic forces.  A comparison of various national models helps define the many facets of modern states.

Welfare States and Welfare Societies


There are many useful frameworks for analyzing and comparing welfare states. While this study focuses on the politics of social policy and economic management, it is important to note distinctions between the welfare state and the welfare (or affluent) society.   This is not simply a rhetorical distinction. The welfare state may be roughly defined as the sum of governmental (public) policies seeking to provide general protection from William Beveridge’s five evils of modern industrial societies: “Want, Disease, Ignorance, Squalor, and Idleness” (1942). A welfare society includes the overall provision of economic and social goods and services by all components of society.  The latter includes the traditional role of families, communities, friends, churches, and all of the organizations comprising what is currently called “civil society.”  None are static institutions.  Changes in family structures and roles (particularly of women) have been dramatic in western industrial countries during the past 40-50 years.  While many social services are provided privately, so too private life is often highly dependent on the public or “civil” sector.  When modern studies talk about the “gendered” welfare state, most focus on the effects of changing familial roles and structures in the social order.  This is an important but scarcely unique dimension to assessment of the welfare state. Demographic and socio-economic trends have often been ignored as either too obvious or too slow to warrant on-going attention.  While these changes may lack the immediacy of an electoral campaign (except perhaps in the US where political campaigns seem to be a perpetual), the cumulative effects of even gradual change in population, ethnic composition, geographic distribution, and a host of other variables can be striking.  


Every welfare state is distinct. History, politics, social changes, and many other factors have shaped the development of social policy over the more than 100 years of modern social security.  Nevertheless, there are several alternative approaches that have confronted most welfare states.  Because national variations are significant, these questions are analytically useful only when they are updated for changing conditions and political priorities.  


It is useful to construct several qualitative dimensions for social policy change.  One continuum is the reliance on the market vs. the state.  Ideally the former depends on numerous independent decisions to generate “supply” and “demand” for social services.  Consumers then purchase these like any other item or service.  The state however allocates resources and provides services by “command.”  Even in a democratic system it may require the purchase (through taxes) of social services and set the level of those services by policy.  Hence even in the lagging American welfare state the Social Security Act of 1935 (with numerous amendments since) has extracted significant tax revenues from employers and employees in return for a comparatively generous pension system and since 1965 a health care financing program (Medicare) for the elderly.
    Needless to say, even in the “land of the free” the Social Security program is enormously popular.  This may be contrasted with British developments where there have been significant cutbacks in old age income security programs over the past 15 years.  The state has withdrawn much of its commitments and replaced them with tax subsidies for largely private pension programs.


In addition to market and public support, people are still dependent on a variety of social institutions like the family, which have remained essential to human welfare even as they are vulnerable to changing values.  Industrialization and urbanization reduced the ability of even extended families to provide adequately for their welfare, but a century of social policy has not eliminated the crucial role of families, friends, religious and ethnic societies, and professional organizations.  The modern welfare state grew out of the voluntary societies of 19th century Europe and North America, whose beneficial role is well captured by the British term “friendly societies.”  Political and social democracy still requires the broader reach of familial, community, and occupational societies for effective “collective action.”


The interplay of social, market, and governmental sources of support that constitute a welfare society is illustrated well by Figure 1 which draws on an analytical scheme by Hugh Heclo.  Obviously the weight of different elements depends on particular historical and political eras, but it does capture the “breadth” of the welfare society and the role of the welfare state.


A second dimension is whether programs are universal or selective.  The social insurance programs enacted by German Chancellor Otto von Bismarck in the 1880s were aimed at industrial workers whose ranks were growing rapidly and whose loyalties to the autocratic German Empire were in doubt.  Even earlier the United States had established benefit programs for U.S. civil war veterans (Northern soldiers only!) and extended some of the income security measures to their immediate families (Skocpol 1992).  Significantly early Danish social security programs covered large segments of the population.  This trend accelerated through the 20th century and reached its peak in the post-World War II expansions of the welfare state (1950-70).  Key economic groups failed to obtain full benefits (most notably independent small business firms and women not in the paid labor force), but most received some benefits and others were covered through their employed spouse. 


A third dimension contrasts direct and indirect welfare programs.  Direct programs include government transfer payments and benefits.  These may be “means-tested” (limited by income) but usually the criteria are programmatic.  Indirect benefits fall into two categories.  The first legislative and regulatory controls on individuals and organizations that may protect public health and safety (e.g. sanitation laws and licensing regulations) or require behavior that promotes the public good (e.g. compulsory education, vaccination requirements).  The second category provides privileges and indirect subsidies to socially desirable expenditures.  The tax codes of most countries are replete with “deductions” and shelters that encourage expenditure on important insurance or socially advantageous programs (private pensions, health and education benefits) and many others.  Historically direct programs receive primary attention, as they are visible and closely identified with governmental policy. Yet the costs and benefits of indirect welfare policies have become increasingly significant.  Increasingly such indirect programs are being assessed for their social policy consequences.  For example tax expenditures in 1990 the United States amounted to $ 294 billion or 5.6% of GDP.  The highest proportion of tax expenditure was in Denmark with 15.6 % of GDP, the United Kingdom registered 9.2 % while the less subtle Germans allowed only 1.4 % of GDP. (Cf. Greve 1994).  In 2000 U.S. tax expenditures at the federal level along will amount to some $ 615.5 billion or 6.7% of GDP. There are of course definitional and political problems in assessing indirect welfare programs.


The OECD has done important work in recent years to standardize at least the financial data surrounding social policy.  Table 1 is drawn from one such study.  In part B. it tries to adjust for the different tax treatment of social benefits and to account for publicly mandated social expenditures.  The generosity of the Nordic countries for example is reduced by about 25-35% through the rigorous taxation of most social benefits.  Benefits in the U.S.A. become more significant as they are rarely fully taxed (a “tax expenditure”).  Moreover, many Americans rely on benefits from their employers (“fringe benefits”) which are often generous but only as secure as their jobs.  Moreover millions of employed and unemployed Americans receive minimal or no fringe benefits beyond those required by law (which excludes health care, sick pay, and paid family leaves, for example).   So while OECD finds the U.S. almost equal to the Nordic and European states in overall social expenditures, millions of Americans receive no benefits.

Several welfare state models


In order to analyze economic and non-economic factors driving social policy, several classification schemes for welfare states developed over the past quarter century capture essential elements among the many national variations.  Each has merit and highlights important differences in national policies while grouping states by fundamental political goals.  A generation ago, the British scholar Richard Titmuss contributed a broadly inclusive scheme that distinguished between several types.  Later scholars like Timothy Tilton, Norman Furniss, and Gøsta Esping-Andersen have sharpened these models for analytical purposes. First was the residual welfare model with minimal benefits that provided short-term assistance when traditional family and private market support was inadequate.  This was the early twentieth century model but one that found renewed favor in Margaret Thatcher’s Britain of the 1980s and which still describes the perspective in many areas of American social policy.  As always there is a considerable gap between the “rhetoric” of social policy and the actual policy provisions.  Prime Minister Thatcher instituted some major social policy changes (especially in old age pensions and in the privatization of the better elements of public housing) but mainly reorganized other areas (health care).  The emphasis on this limited intervention in Britain, Canada, and the United States led Esping-Andersen to call it an “Anglo-Saxon Model.”
 


Titmuss’s second category: the industrial achievement-performance model  (for Esping-Andersen the “Continental Model”) emphasizes job and employment related benefits.  This was typical of the so-called Christian Democratic model that developed mainly in continental Europe during the 20th century following Bismarck’s early German reforms.  This model excluded many significant groups, including many independent small enterprises, non-employed women, and others whose attachment to the labor market had been weak.  


Titmuss’ third category encompassed the institutional redistributive model. This variant reflects the ambitious goals the “advanced” welfare state associated with late 20th Century Europe.  This is the impressive structure mainly associated with social democratic or labor party governments in post-war Western Europe, and Esping-Andersen defines it as a “Social Democratic Model.”  In northern Europe Labor and Social Democratic parties spearheaded ambitious measures that guaranteed universal access to comprehensive health care, income security for the unemployed, disabled, and elderly, and a variety of educational and social services that greatly reduced class and regional inequalities. In France, Germany, and Italy centrist and Christian Democratic parties also expanded the post-war welfare state. It was the comprehensive if varied welfare state that was in place when challenges appeared in the mid-1970s.

Such analytical schemes are useful for studying the details of welfare state development and change, but they tend to ignore the dynamic politics behind policy innovation.  While “social security” has a long history, the agenda changes quickly.  For example, in the 1970s politicians from a variety of political parties called for simplified general economic subsidies for poor citizens instead of administratively burdensome social programs.  President Richard Nixon’s “Family Assistance Plan” was overshadowed by domestic political problems (“Watergate”), but the Nordic countries adopted generous income supplements.  Esping-Andersen applied the jargonistic term “de-commodification” to capture a perhaps-exaggerated sense of “liberation” of wage earners from the dictates or discipline of the labor market.  Implicit was progress toward a “citizen’s wage” which would provide a decent standard of living (though certainly not affluence) for all residents without regard to their ability (or even willingness) to enter the paid labor market.  During the 1990s this scheme was attacked as being overly biased in favor of the leftist social democratic norms of the 1970s, neglectful of family and gender issues (particularly as women became fully employed and demanded equal rights and appropriate social services), and unresponsive to significant demographic and economic structural changes.
 Others saw the danger of creating “poverty traps” which would place strong disincentives on efforts to advance beyond minimal benefits.  Multiple and conflicting goals may create administrative nightmares.  

Political Issues and the Welfare State


The content and priorities of social policy remain politically controversial in every democracy.   Among western democracies only in the United States are the concepts and even the terminology of the welfare state so ideologically fraught.  There are, however, important political and ideological issues common to most welfare states.   Modern welfare state policies pursue many goals simultaneously.  Inevitably problems of consistency, coherence, and efficiency crop up. 


First the panoply of social benefits enjoyed by Europeans constitutes perhaps the clearest benefit of national citizenship.  Of course, the first duty of the nation state has been to provide physical safety for domestic and foreign threats.  National citizenship was heightened by the common experiences of suffering during the interwar economic crisis and especially by the experience of World War II.  The Cold War era produced less suffering but still reinforced national solidarity across regional and class lines. Few European states could unilaterally provide for their national security during the Cold War, but social policy reinforced national defense through strengthened solidarity and class reconciliation.  The abstraction of “social defense” took on real content during the Cold War. 
  Some scholars see protection of national economic interests as the main role of advanced capitalistic states in the post-Cold War era.  “Geo-economics” has replaced geo-politics as the focus of foreign policy. More ideological critics still seem the welfare state as an agent of legitimacy for western states.
  Clearly the overall similarity of social benefits in Western Europe reflects a consensus on what constitutes the basic social rights of citizenship.  


Even in the United States the domestic trauma of the Depression followed immediately by World War II and the protracted “Cold War” created a heightened sense of national unity.  For two generations most Americans were encouraged by their politicians and media to feel that they were “in the same boat.”  This social “nationalism” lay the basis for greater “solidarity” (a term use only by the labor movement).  Although racial and ethnic issues scarcely disappeared from the American political agenda – especially during the “civil rights” activism of the 1960s, reduced immigration and other cultural factors (the total permeation of American society by mass media and culture) reduced American heterogeneity.  The legacy of the “New Deal” (Franklin Roosevelt) and the “Great Society” (Lyndon Johnson) changed social policy and yielded significant socio-economic results.  Even the fiscally conservative post-war Republican Administrations (Presidents Eisenhower, Nixon, and Ford) accepted the American “welfare state” with its greatly expanded programs and entitlements.  Not until the election of Ronald Reagan’s election in 1980 did the Social Darwinist conservatives gain an upper hand.  Their “counter-revolution” continued into the 1990s with the election in 1994 of the most conservative Congress in 70 years.  


Nordic societies have become much more multi-ethnic in comparison to the early post-war era (1945-65).  While 90-95 % of the national population is of traditional ethnic and cultural origins, foreign and especially non-European populations have attained significant concentrations and unprecedented visibility.  There are also demands for “multicultural” policy concessions (in education and social policy), that test the limits of social tolerance. The American experience shows no correlation between progressive politics and immigration, but clearly ethnic and cultural tensions erode feelings of solidarity and mutual responsibility
.


Social policy is also a major agent for promoting equality: political, social, and economic.  Political and social equality enjoys strong support, but there are often disputes over how equality is defined and affects political action.  While Americans have increasingly supported legal and constitutional equality, often through violent struggles, there has been much less support for using the instruments of government beyond civil rights legislation to narrow social and economic inequalities.  Nathan Glazer, a major social scientist for two generations, has recently written that Americans have little of the European esprit for “fraternité” or “solidarity” except during severe national crises (2000, pp. ix-x).  Most Americans favor “equal opportunity” – opening doors to higher education, better jobs, decent housing – but few want the state to promote “equality of result.”  Poverty has been a blot on the American society for generations, and remarkable little progress has been made in reducing it over the past three decades.  Yet, Americans value “liberty” – defined as freedom from governmental interference, even through democratic political action – as much as equality.  This explains the ambiguity many Americans have toward the achievements of social democratic welfare states. 


No where does the modern welfare state seem to be more effective than in reducing severe poverty, at least in its economic forms.  Table 2 illustrates this dramatically.  Although there are some surprising differences among even the Nordic states in levels of relative poverty before public programs “kick in,” there is remarkable similarity of result.  In Denmark, social programs reduce relative poverty by a factor of six (from 23.9 to 3.5 percent of the population).  This table also shows why it is difficult to group countries too loosely; Canada achieves essentially “Scandinavian” results.  Americans do not have to look across the Atlantic or even across the 49th parallel to see such results.  Modestly progressive taxation and social benefits cuts American poverty by almost half.  The reduction of poverty rates among the elderly in the U.S. from higher than average in 1960 to lower than average after 1980 reflects the impact of the relatively generous and comprehensive old age pension system (“Social Security”) and Medicare and Medicaid.  If you live to 65 in the U.S., you enter a fairly comprehensive and politically secure “welfare state.”  On the other hand, there are enormous gaps in the American system; this has an especially disastrous effect on children where relative poverty is twice the average level.  

Efficiency and social order is another facet of the political equation and the welfare state. Comprehensive social programs should be efficient or effective in solving market “failures” or inadequacies.  Since Bismarck’s innovations, the European welfare states can be loosely characterized as “compulsory social insurance” programs.  Economists debate the trade-offs between public and private insurance and service programs.  A dramatic example is in health care, one of the most expensive and rapid expanding demands on the public budget.  Even in the United States 50% of current medical expenditure is publicly financed if one includes the “tax expenditure” (tax reductions) for medical programs and expenses.  But in the hybrid American system administrative costs, normally estimated at 12-15% of the total health budget, greatly exceeds European costs. Moreover comprehensive social programs reduce the so-called “moral hazard” (or “free-rider”) problem as well its reverse, excessive selectivity for access to insurance programs.   In other words citizens are not free to opt out of programs whose benefits they are likely to require (health care) and providers cannot refuse clients who are least likely to make heavy demands of their services.  

Nordic Prospects and Examples

Studies by the OECD and the European Union indicate that differences among advanced industrial societies and their social policies have narrowed considerably over the past thirty years.  Nordic welfare states may differ in priorities and be more fully universal, but the difference is not significant. This “convergence” has in part been a result of common social, economic, and technological developments as well as the triumph of democratic government across most of the industrial world.  There is nothing inevitable about the convergence of social welfare programs among countries except when driven by political will.  The European Union has long had a major impact of socio-economic conditions in its member states, as both the Structural Funds and much of the Common Agricultural Program increase the incomes and economic opportunities of poor regions and populations.  In the 1990s, however, the EU has stressed social programs and policies in part to reduce the so-called “democratic deficit.”  Events in the past two years, especially since the Amsterdam Treaty, suggest that raising social standards will increasingly become part of the European project.

Perhaps the most trenchant critique of the Nordic welfare states in particular and of the modern welfare state in general is that it tends to overburden public finances and retard economic growth and development.  Historically there is little to support this critique across the OECD, and clearly the term “overburden” is at least partially subjective.  Americans think they pay “high taxes,” when in fact they pay among the lowest levels in the OECD.  Economic growth is important to the welfare state: its programs are expensive, and high unemployment has been a growing challenge to the Nordic welfare states until quite recently. Many of the problems facing Nordic welfare states are resource related.  Even an efficient social program demands resources as illustrated by the challenges facing health care in most contemporary societies.

The Nordic states, especially Denmark, have run very “efficient” and largely publicly financed health care systems for decades, while the U.S. spends about twice as much to fuel its roughly 50-50 public/private health care system.  The American system is highly entrepreneurial and has produced a disproportionate share of medical innovations during past half century.  To some extent Americans “finance” (through their expensive medical system) research and development for the entire world.  But the U.S. system has demonstrated the sharp limits to “market forces” in guiding a fair, accessible, and efficient health care system.  With nearly 45 million Americans uninsured for health care (though not necessarily untreated when in need), millions more inadequately insured, the American health care system has made almost every segment of society unhappy.  Likewise the universal insurance or provision systems of the Nordic (and all European) countries has provided greater treatments for more people without significant increases in the relative cost of health care (percent of GDP).  Medical science is, however, far more dynamic than was expected when most of the current universal collective systems were created. New procedures, technologies, and drugs are constantly introduced.   Moreover, improvements in overall national health require changes in lifestyles, which some societies cannot easily accommodate and which democratic governments are reluctant to impose. So what sounds like a relative “simple” public policy: national health insurance becomes a complex political challenge. 

Secondly, modern welfare states like those in the Nordic countries are an ideological as well as a bureaucratic project.  Americans are astounded that across the European political spectrum there are no real foes of the basic premises of the welfare state.  Except for the Thatcher years in Britain, no major European party and even less governing coalition has “rolled back” a century of social policy advance.
 While program criteria have been tightened, even immigrants quickly qualify for most benefits. Each political faction supports the welfare state for specific (though overlapping reasons).  The Left remains loyal to “solidarity” and the sense that all social classes are entitled to means for decent material life.  Solidarity has been extended to immigrants even with much grumbling.  For the Left social policy is about all that remains of the democratic socialist agenda, but its maintenance and improvement is no mean accomplishment. The Right supports social policy for a variety of national, religious, and class cultural reasons.  Euro-conservatives recall Benjamin Disraeli’s warning, “if the cottage is not happy, the castle is not safe.” The Center supports the welfare state to protect regional, economic interests and because it guarantees “capitalism with a human face.”  Its pragmatic mixture of private markets and public social services typify what Dankwart Rustow called “the Politics of Compromise.” 

This consensus is not immutable; no one knows how well multi-culturalism and multi-ethnicity will be accommodated with national or even continental solidarity and unity.  Will Nordic public opinion feel the same solidarity to people of different religion, ethnicity, and maybe even fundamental values?  Many Scandinavians did not appreciate how homogeneous their northern European Lutheran culture was until minorities from radically different societies reached significant numbers. While Nordic culture is less prone to “amoral familialism” (the sense that one owes loyalty and solidarity only to one’s family and immediate friends), egoism and self-interest are continuing temptations especially as the “other” becomes increasingly different.
  Perhaps the openness of the United States to immigrants and diverse peoples rests on “benign neglect” which for the socially needy can be very painful.


Thirdly, the welfare state is not what it was (but maybe it never was….).  New times require programmatic changes.  The bulk of modern social policies are not aimed at the poor and powerless but at the middle class majority.  Affluence, better education, and economic changes have shifted priorities.  The “growth areas” of the past three decades have been in pre-school childcare and education, higher and continuing education, medical care primarily for an aging population, and old age pensions and support.  Each of these areas requires more flexibility and choice than the traditional income security schemes of the industrial welfare state.  This is reflected in the growth of private and occupational pensions, greater choice and innovation in the delivery of medical care, family leave and childcare options, etc.  Many of these developments will rely on state subsidies through “tax expenditures” rather than direct income transfers. The classic centralized, uniform state-directed programs of the past may be less effective in serving citizens of the “new” welfare state.  The Nordic countries understood these changes when already in the 1950s they regionalized labor markets and social benefits.  Here is a valuable lesson for the European Union and Economic Area.  Likewise the experience of large federal systems like the United States and Canada may have ideas and experiences which are valuable for European welfare states that must coordinate national programs with regional developments. 

Beyond the Nordic Models

Such concerns introduce the basic political question about the trade-off between collective democratic decision-making and individual freedom.  Nordic and European democracy has a more complex definition of “freedom” than the traditional liberal agenda, which dominates the policy discourse in the United States (and in recent years Britain, Canada, Australia, and New Zealand as well).  There is no doubt that the cumulative effects of high taxation, comprehensive regulation, and mandatory public programs have a cost in “liberty” (and often in efficiency).  Occasional backlash again bureaucratization is a sign of frustration, but rarely has it been a decisive issue even for the right-of-center parties that raise it.  Is it an issue for European welfare states in the 1990s?  Does it become more prominent when the source of bureaucratic control is seen as stemming from the European Union or international organizations?


The final political aspect then involves precisely this transnational dimension of modern public policy including social policy.  It is has become a cliché that globalization is shrinking the area of policy sovereignty for all states.  Such generalizations need careful investigation as will follow below, but clearly there is considerable content to the concept of “complex interdependence (Keohane and Nye 1977).  For European welfare states there are two independent developments: first is the expansion of the European Union into new policy areas that have a more direct impact on social policy.  To some extent this directly involves procedures and rules governing social policies within member countries.  It also involves fiscal and monetary policies of EU that may constrain national economic policies including governmental spending on social and other public policies.  Here again the clearest example is the European Monetary Union, which effectively ended national monetary policy in the eleven EU countries that joined its launch in 1999.


The second transnational dimension involves the expanding international market for goods, service, capital, and labor.  This topic has broad domestic policy implications, but for welfare states it possess some specific challenges.   First, how does social policy affect a country’s economic competitiveness?  This is not only a matter of competitive prices and quality.  It also involves structural economic changes (i.e. the resources and products of the entire economy), labor skills, research and development, management of trade negotiations and international obligations, and a host of related issues.


Secondly how does the “opening” of national economies and even societies affect the ability of the state and other social service providers to operate?  Are tax and revenue systems viable?  Are environmental and health laws enforceable?  Can internationalization and competition improve social services? These are questions that entwine economic, social, and political factors.  When one adds immigration, ethnic, legal and other matters into the equation, the transnational dimension can seem both overwhelming and murky.  An example of this dimension is the European Union’s increased attention to limiting tax avoidance by movement of income and wealth to so-called “tax havens” and by insisting that Value Added Taxes be applied to electronic commerce.   


From a North American perspective the accomplishments of the Nordic welfare states during the 20th century are impressive.  There are areas of social policy such as old age pensions, higher education, and public health where U.S. policies do not diverge radically from Nordic or European programs.  But in fighting poverty and social exclusion, providing universal health care, adequate unemployment and disability support, childcare and family allowances, the United States remains firmly on its sonderweg.  In specific policy areas the United States can continue to gain insight, inspiration, and experience from the Nordic countries.  But Grundtvig’s goal of a society “where few have too much and fewer too little,” is not yet an American commitment.  
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� One of the first systematic social science reviews of the “Swedish Model” appeared in volume 197 of  The Annals of American Academy of Political and Social Science with the title: “Social problems and policies in Sweden,” edited by Bertil Ohlin, the eminent Swedish economist in 1938. 


� While academics distinguish between “Scandinavia” (Denmark, Norway, and Sweden) and the “Nordic countries” (adding Finland and Iceland), the English-speaking public is less precise.  Until the 1980s Finland’s history and geo-political position justified some distinction, but Finland is clearly a full-fledged Nordic country.  Iceland’s small scale warrants some distinction, but its economic and cultural successes are worthy of outside attention.


� One might ironically declare that most Americans have “lost the freedom” to be destitute in their old age and more importantly the freedom to deny their fellow citizens such social security.  Only extreme libertarians (who rarely face such prospects personally) are troubled by this loss.  “Social Security” benefits in the USA are primarily old age/retirement pensions, although there is an important disability program included.  For an industrial worker retiring at the “normal” age of 65, the Social Security benefit replaces 40-50% of his or her income (after taxes).  This is not lavish, but a very solid foundation that has helped reduce poverty among the elderly dramatically.


� This was analyzed effectively by the American political economist Mancur Olson in his works The Logic of Collective Action (1968) and The Rise and Decline of Nations (1981).


� U.S. Department of Commerce, Bureau of the Census, 1999. Statistical Abstract of the United States. The Federal Government defines tax expenditures as “…revenue losses attributable to provisions of the Federal tax laws which allow a special exclusion, exemption, or deduction from gross income or which provide a special credit, a preferential rate of tax, or a deferral of liability” (p. 352).  Many state and local governments have similar policies, which raises the value of tax expenditures considerably.  Conservatives might claim that tax expenditures allow people or firms to keep money they have rightfully earned.  Yet obviously other taxes must make up for revenue lost by “tax breaks,” although different taxpayers often pay these.


� Such are the limits of aggregate statistics. Strand, Henning. 1999. p. 8


� Public social policy expenditures remain significantly higher in Britain, Canada, Australia, and New Zealand than in the United States even if the rhetoric and policy reforms of recent years has made these “Anglo-Saxon” cases more similar.  The U.S.A. probably deserves to be in a category of its own.


� In his most recent work, Esping-Andersen (1999) accepts critiques of his earlier work and brings women and the family into the picture.  See especially chapters 3 and 4.  


� Starting in the 1930s Social Liberals, Social Democrats and other national democratic parties particularly in Scandinavia advocated social welfare programs to strengthen national loyalty and independence as well as to reduce the attraction of foreign totalitarian ideologies.  Similar sentiments supported the European Recovery Program (Marshall Plan) in 1947.


� Several scholars predict stormy economic relations in the near future.  See Feldstein 1997 for an alarmist view and Luttwak 1998 and for a thoughtful introduction to “geo-economics.”  Neo-Marxian analysis of the West European welfare state introduces the issue of “legitimacy” from a more traditional political perspective and is associated especially with some of the work of Jürgen Habermas and James O’Connor.  It follows the general view that Bismarck’s initial social insurance programs Wilhelmine Germany was to win the loyalty of industrial workers and weaken the growing socialist movement.  An important difference lies in the democratic political source of 20th century social policy, a distinction not always made by Marxian critics.  See Lipset (1960) and Korpi (1983).


� Studies by Skocpol and others note that early U.S. social benefits sought to exclude newer immigrant populations and especially Blacks and the rural poor in the South.  It was not until the 1950s that the Social Security system covered agricultural and domestic workers (who were overwhelmingly minorities). 


� There have of course been changes and even cuts in specific programs but the overall trend of increased real and relative spending on social policy remains especially in the Nordic countries.  Even Prime Minister Thatcher attacked the “welfare state” more in rhetoric than in practice (excepting old age pensions).  See Paul Pierson, 1996.


� The concept of “amoral familialism” was developed by Edward Banfield in his classical study of southern Italian political culture.


� For a masterful yet accessible tour d’horizon see Yergen and Stanislaw, 1999, The Commanding Heights. Acceptance of structural economic changes (i.e. the decline of less competitive industries like shipbuilding in Scandinavia) may be easier politically when backed by vigorous and effective social and economic renewal programs.  
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