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In the past few years, the term ‘a perfect storm’ has 
been employed to describe the twin challenges of 
relentless growth in demand for public services at a 
time of flat or reducing government budgets1.

While the majority of the commentary has 
focussed on the next three to five years, this storm 
is forecast to last for decades. Why? Simply put, 
while it is surely good news we are all living longer, 
an ageing population costs more – particularly  
in terms of pension and health spend. Over the 
coming decades, the models of public services 
enjoyed across much of Europe and North America 
will become unaffordable. This would be the case 
even if each country’s economy were buoyant; 
while economic prospects differ across countries, 
with some signs of recovery from the most recent 
recession, the long-term picture certainly seems  
to suggest slow, if any, growth.

In an article for Prospect in 2012, Paul Johnson, 
Director of the Institute of Fiscal Studies, set out  
the key fiscal challenges facing the UK:

  The Office for Budget Responsibility predicts that 
state pension spending will rise from 5.5% to 7.9% 
of national income between 2015 and 2060 – 
despite a planned increase in the state pension  
age to 68 over that period. Health spending is less 
predictable. But demographic change alone is 
expected to push it from 7.4% of national income  
in 2015 to 9.8% by 2060. If, as may be more likely 
given past experience, health spending (other than 
that caused by the ageing of the population) rose 
by 1% a year faster than national income, then by 
2060, Britain would be spending 15% of national 
income on health2.

In Wales, we face the same long-term ‘perfect 
storm’. Fiscal forecasts are not available at the Welsh 
level and, although Wales Public Services 2025 is 
commissioning analysis on long-term scenarios  
for devolved spending, we cannot yet cite a stark 
prediction like the one above. But Wales’ higher 
level of poverty relative to the UK3, and our greater 
proportion of over 65s4 both suggest that the 
storm facing Welsh public services is likely to be 
more intense.

At the same time, we are facing major 
environmental challenges requiring joint  
global efforts. The latest projections suggest  
that unless we can cap global greenhouse gas 
emissions, the average global temperatures  
will rise by up to 4°C by the year 21005, leading  
to catastrophic sea level rise and climate change.

1.1 How are other small countries weathering 
the storm?
The Wales Public Services 2025 programme is 
designed to contribute to the debate in Wales 
about the long-term future of our public services. 
How can we continue to meet demand within 
projected resources? Should we change how 
public services are delivered? How? If services  
are to be cut, which should continue and which 
can we manage without? These are undoubtedly 
tough questions. The answers depend both on  
our values and our knowledge of the options:  
what is possible?

This report is intended to contribute to our 
knowledge in Wales of what is possible. If other 
small countries are facing similar challenges to  
their public services, what insight might we gain 
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1  See for example: http://www.guardian.co.uk/local-government-network/2012/oct/26/lord-michael-howard-local-government-
leadership; http://www.capita.co.uk/markets/pages/navigatingtheperfectstorm.aspx; http://www.pwc.co.uk/government-public-
sector/publications/the-perfect-storm.jhtml

2  Johnson P, ‘A Grown-up Conversation’ in Prospect Magazine January 25 2012 http://www.prospectmagazine.co.uk/magazine/
cover-story-grown-up-conversation-paul-johnson-cuts-austerity-deficit/ 

3  Welsh Government, Understanding Wales’ Future Cardiff: Welsh Government 2012 http://wales.gov.uk/docs/caecd/
research/120109futureswalesen.pdf 

4  In 2010, the proportion of the population aged 65 and older was higher in Wales than in other parts of the UK. By 2035, it 
is projected that Wales will again have the highest proportion of persons aged 65 or older. See: Office for National Statistics 
(ONS), Population Ageing in the United Kingdom, its Constituent Countries and the European Union, ONS 2012 http://www.ons.gov.uk/
ons/dcp171776_258607.pdf

5  United Nations (online) United Nations Framework Convention on Climate Change http://unfccc.int/essential_background/basic_
facts_figures/items/6246.php [accessed March 2013]

1. Introduction
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Some countries and regions that might be 
expected to be included in a study of this type  
did not meet our criteria. Northern Ireland’s 
exceptional political situation, Ireland’s economic 
challenge and England’s size precluded each  
of them. Similarly, we chose not to study any 
Spanish regions owing to the scale of the 
economic, employment and consequent public 
service challenges faced there. The Netherlands  
is an outlier in terms of population size, at more 
than five times the population of Wales, 
nevertheless we included it due to specific policy 
debates and developments that had similarities 
with Wales (see chapter 2 for further information).

The six countries and regions selected can be seen 
as a selection of more-comparable governments 
facing similar challenges to Wales.

1.3 Case research
For each of the six jurisdictions shortlisted,  
the team concentrated on developing a deeper 
understanding of the government’s policies in 
response to the demographic, financial and 
sustainability changes faced. We undertook  
more in-depth desk research and a small number  
of interviews with policy experts in each  
country/region.

Again, in an attempt to manage the scope of the 
study, we initially focussed our search around three 
population groups particularly reliant on public 
services: young families, young people not in 
education, employment and training (so called 
‘NEETs’), and people over 65. We were particularly 
interested in drawing out policies and innovations 
of possible relevance to Wales.

During the course of the research, we faced four 
particular difficulties, which should be understood 
as limitations to the scope of the evidence 
presented in this report:

  1. Public policy timeframes, particularly in terms 
of public service reform, are measured in years 
rather than months. The economic challenges 
facing the governments in our review tended  
to be part of the ‘global downturn’ of 2008 – 
relatively recently; and for most countries, the 
impact of the ageing population is only just 
beginning to be felt. The ageing of populations, 
however, has been a public policy debate since 

from their responses? What might a rapid review  
of the policies being put into place by similar  
small countries’ and regions’ governments  
reveal about their strategies for the future of  
their public services? How focussed are they  
on these challenges?

Perhaps optimistically, we also speculated  
whether we might find a government with a 
strategic plan for the transformation or transition  
of its public services over coming decades. 
Typically, electoral and budget cycles mitigate 
against such long-term thinking, but perhaps  
given the scale of the challenges facing public 
services – and the potential impacts on vulnerable 
people should such services fail – there might be 
some strategic plans out there?

A companion study looking at public innovation in 
Wales: The state of innovation – Welsh public services 
and the challenge of change is being published at 
the same time.

1.2 Country selection
The small scale of this project meant that we 
needed to focus on a small number of countries 
and regions from which we might derive most 
insight relevant to Wales’ public services. We did  
so in two steps. 

First, drawing on the knowledge and experience  
of the research team, we identified a long list of 
countries and regions using the following criteria:

 • Comparable population size
  • Similar long-term challenges: fiscal and 

demographic
  • Similar institutional landscape: democratic; 

observing the rule of law; in which responsibility 
for public services and policy sit across various 
tiers of government

  • And pragmatically, the availability of relevant 
information in English.

For each country, we conducted an initial  
light-touch review of the public service reform 
landscape. We then selected six countries and 
regions that matched Wales’ situation and (broadly) 
its size, and in which the first review had identified 
developments warranting further investigation. 
They were: Austria, Denmark, Netherlands,  
New Zealand, Québec and Scotland.
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Table 1: Key indicators on economic and social challenges and approaches to public  
service change

Criterion Wales Scotland New  
Zealand Denmark Québec Netherlands Austria

Population size6 3.06 m7 5.30 m8 4.39m 5.55m 7.98m9 16.62m  8.42m

Per capita GDP 201110 $29,48711 $34,18412 $29,71013 $ 40,929 Canada: 
$39,070 $42,837 $ 42,132

2010 Central government debt as%  
of GDP14 UK: 85.5% UK: 85.5% 30.5% 39.6% Canada: 

36.1% 51.8% 65.8%

2010 Public sector expenditure as a % of 
GDP15 63%16 49% 17 35.1% 42.1% Canada: 

19.2% 45.3% 52.97%

2010 dependency ratio (number of those 
younger than 15 and older than 64 per 
100 working age)18

UK: 51.4  
per 100

UK: 51.4 
per 100

50.4  
per 100

52.6  
per 100

Canada: 43.9  
per 100 

49.3  
per 100

47.7 
per 100

2035 projected dependency ratio19 UK: 64.7  
per 100

UK: 64.7  
per 100

64.9  
per 100

67.5  
per 100

Canada: 64.0  
per 100

71.9  
per 100

68.5 
per 100

Unemployment rate 201120 UK: 8% UK: 8% 6.5% 7.6% Canada: 7.4% 4.4% 4.1%

Youth unemployment 2012  
(% of population15/16-24)21 UK: 21.9% UK: 21.9% 16.7% 15.1% Canada: 

13.9% 9.3% 8.6%

Governance Devolved Devolved Nation state Nation state Devolved Nation state Nation state 

6  Unless otherwise stated: OECD (online) Population Statistics http://stats.oecd.org/Index.aspx?DatasetCode=MIG# [accessed 
March 2013]

7  Welsh Government (online) 2011 Census, First Results for Wales http://wales.gov.uk/topics/statistics/headlines/
population2012/120716/?lang=en [accessed Jan 2013] 

8  National Records of Scotland (online), Census 2011 http://www.scotlandscensus.gov.uk/en/ [accessed March 2013]
9  Institut de la statistique du Québec Québec Handy Numbers 2012 Québec: ISQ 2012 http://www.stat.gouv.qc.ca/publications/

referenc/pdf2012/QCM2012_an.pdf 
10  All figures from OECD Statextracts unless otherwise stated [accessed January 2013 at stats.oecd.org]
11  Welsh Government (online) Facts about Wales http://www.wales.com/en/content/cms/English/About_Wales/Wales_Fact_File/ 

[accessed April 2013]
12  Please note this excludes North Sea Oil revenues, if included Scotland’s GDP per Capita would increase to $41,189 Scottish 

Government, Scotland’s International GDP Per Capita Ranking 2012 http://www.scotland.gov.uk/Resource/0039/00390896.pdf
13  Figures for 2010 (2011 not available) 
14  From OECD Statextracts (online) stats.oecd.org [accessed January 2013] 
15  Unless otherwise stated figures in this row from: World Bank (online) Public Sector: Expenses http://data.worldbank.org/indicator/

GC.XPN.TOTL.GD.ZS [accessed March 2013]
16   Dar A, Public sector employment and expenditure by region London: House of Commons Library 2013
17  Ibid
18  World Bank (online) Health Nutrition and Population Statistics: Population Projections http://go.worldbank.org/1HVKLWT1M0 

[accessed March 2013]
19  Ibid
20  Unless otherwise stated: OECD (online) Labour Market Statistics http://stats.oecd.org [accessed March 2013]
21  All statistics from OECD unless otherwise stated via The Guardian (online) Youth unemployment across the OECD: how does the UK 

compare? 16 May 2012 http://www.guardian.co.uk/news/datablog/2012/may/16/youth-unemployment-europe-oecd#data
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places, used nation state-level data (from the  
UK for Scotland and Wales, and Canada for 
Québec). We are aware that data does exist  
at this devolved level, but it was not always 
comparable – using, for example, different  
age groups or time frames.

  4. Given the scale of reduction in greenhouse 
gas emissions required to avert the worst social 
and economic effects of climate change, as well 
as the strong economic case for investing in 
climate change measures now22, we expected 
to find core policies and public service delivery 
in our small countries being shaped by climate 
change mitigation and adaption measures. 
However, while climate change targets and 
strategies were evident23, and the need for 
investment in ‘green growth’ and renewable 
energy often cited, there appeared to be very 
little bleed over into broader areas of public 
service delivery and social policies. Certainly, 
climate change and sustainability issues were 
not central to our interviewees’ contributions 
and we found little evidence in our desk 
research of any urgent rethinking of public 
services in view of the need for greater climate 
change resilience.

1.4 Structure of this report
We present the findings of this rapid review in  
a simple format. In Chapter 2, we draw out the 
themes that emerged for our team across the six 
countries and regions reviewed; we seek to identify 
similarities and also questions common to their 
governments and to Wales. In Chapters 3 to 8,  
we then present a short discussion of our research 
into each country’s public service responses to the 
‘perfect storm’ of fiscal and long-term demographic 
crisis. We hope these findings are of interest and, 
more importantly, that they inform debate here  
in Wales.

the 1980s and many countries and regions have 
developed policies relating to this aspect. It was 
thus often difficult to discern which elements  
of current policy were developed as a response 
to these factors, and which pre-dated them.  
In a few instances, direct references were made 
either in policy documents or in Ministerial 
speeches or interviews; for the main, we relied 
on interviews with country experts for a view  
on the triggers to policies or public service 
innovations of interest. 

  2. Our attempt to make the study’s scope more 
manageable by focussing on three population 
groups – young families, young people not in 
education, employment or training, and people 
over 65 – proved variably effective. In some 
cases, we were able to find information on 
policy developments for one or two of our 
population groups, but not on all. In addition, 
some governments had strong histories in one 
or more areas that which were not a result of 
recent challenges. For example, Denmark has  
an international reputation for providing quality 
early education and care which it protects from 
cuts. While this is interesting, we have not 
focussed on such programmes, looking instead 
for areas of policy development in response to 
our two long-term challenges of fiscal austerity 
and demographic change.

  3. Our selection of a mix of nation states  
(Austria, Denmark, Netherlands, New Zealand) 
and devolved governments (Québec, Scotland) 
was logical in terms of similarity to Wales. 
However, it meant that we could not draw on  
a single source of performance data in order to 
make ‘like for like’ comparisons. The Organisation 
for Economic Co-operation and Development 
(OECD) and European Commission are both 
excellent sources of economic and government 
performance data. However, neither fully 
covered our range of countries. Further, data  
for sub-state regions is not collected in anything 
like a comparable way. In order to provide as 
robust a comparison as possible we have, in 

22  See for example: Stern N, The Stern Review: The Economics of Climate Change, London: HM Treasury 2006 http://www.hm-treasury.
gov.uk/d/Executive_Summary.pdf

23   A good example is the Scottish Government’s First and Second Climate Change Report on Proposals and Policies (2010 
and 2013) http://www.scotland.gov.uk/Topics/Environment/climatechange/scotlands-action/lowcarbon/meetingthetargets 
[accessed March 2013]
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  3. Restructuring – new ways of organising 
public services

  4. Retrenching – reduction or removal of  
public services

In our review, we were struck by a number of 
strong examples of local innovation. We have 
included these projects and approaches as 
examples in boxes throughout the report.

2.1 Rethinking

Dictionary definition of rethink: 
to think about (something) again, 
especially with a view to changing 
one’s tactics or opinions

One of our hypotheses was that it may well be easier 
to develop a strategic, or whole-systems, approach 
to public service change in smaller jurisdictions.

In our review, we were looking for two things.  
Firstly, a clear document setting out the strategic 
plan and secondly, the ability to ‘follow through’ to 
how this was being implemented in policies for  
our three target groups of citizens (young people 
not in education, employment or training; young 
families and; older people). This ‘follow through’ 
should be evidenced by a ‘golden thread’ linking 
service-specific policy developments to the 
overarching strategy, and by the availability of 
resources to achieve the vision.

Scotland was the only jurisdiction where we were 
able to clearly observe a strategic approach and 
trace it to a series of cross-cutting policies. It is, of 
course, still too early to gauge the impact of these 
Scottish reforms and assess whether they will be 
sufficient to meet the scale of need associated  
with financial, demographic and environmental 
challenges. Nonetheless, there was a strong  
sense in interviews that the analysis in the Christie 
Commission on the Future Delivery of Public Services 
was supported by policymakers at Scottish and 
local government level24 Key policies, such as the 
Change Funds and the Early Years Collaborative, 
show how this approach is being taken forward 

One of our aims was to explore whether or not  
there were emerging patterns in public service 
change amongst small countries. We speculated  
that smaller population sizes might make a 
structured and systematic approach to public service 
change more likely, we wondered whether there 
were patterns on structural changes to government  
and on policies for our target groups (young people 
not in education, employment or training; young 
families and; older people). Our findings are 
summarised in Table 2.1.

Overall, we found a sense of an impending crisis  
that had not yet fully emerged. Not all jurisdictions 
faced the same level of fiscal challenge but, even 
where the challenges were comparable to the  
UK, the ageing population remained of critical 
importance. Most of our interviewees prioritised  
the longer-term challenge of ageing populations 
over the immediate difficulties with the economy.
In some conversations, the issue of intergenerational 
fairness was discussed. This is likely to be partly  
due to our framing of the discussions; focusing on 
life stages can highlight disparities between age 
groups. In some interviews, there was a palpable 
sense of concern about the ability of young people 
and young families to ‘ride out’ the difficult years.

The political context of our case studies was  
diverse. In some areas, the governments had 
remained remarkably stable (Scotland), while in 
others, concerns about the approach to handling 
the recession had led to dramatic changes in 
government (Québec, the Netherlands). The 
experience in the Netherlands and Québec  
reminds us that given the strain on many families,  
all governments risk implementing policies that turn 
out to be ‘the straw that breaks the camel’s back’.

We were able to discern four different approaches 
used by the governments, most using a mix of 
different approaches:

  1. Rethinking – new, whole-systems 
approaches to public services

  2. Reforming – new ways of delivering specific 
public services

24   Scottish Government (online) The Commission on the Future Delivery of Public Services http://www.scotland.gov.uk/About/Review/
publicservicescommission [accessed March 2013]

2. Small States’ responses: emerging patterns in public service change?
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around public health (such as smoking bans) and 
families with young children (early years policies).  
In Scotland, Change Funds have been established  
to move funding ‘upstream’ to support young 
families, improve care and focus on rehabilitation  
of offenders, though commentators regularly note 
the amount of funding is miniscule compared to  
the NHS budgets. In New Zealand, the tone of policy 
intervention is more directive, particularly around 
vulnerable families. In both countries, fiscal 
constraints are perceived to have increased the  
gap between this policy ambition and execution.

A co-production approach
In many of our jurisdictions, there was a growing 
recognition that solutions to the ‘wicked’ issues 
facing societies were likely to be better solved by 
users and citizens working in partnership with 
service providers (whether they are in the public, 
private or third sector). In Québec, this focused  
on the co-delivery of services through the social 
economy. In Denmark and Scotland, the focus  
was more strongly on the involvement of users  
in co-production of public services, through voice 
and choice mechanisms.

E-Government
Using technology to reduce costs is a key policy  
in Austria, Denmark and, at the local level, in the 
Netherlands. By contrast to the collaborative 
approach adopted in Wales, the Austrian 
governments used legal instruments to ensure 
take-up of e-Government services by public 
agencies. In Denmark, considered to be a European 
leader in e-Government, transformative change  
was achieved through a national strategy and a 
cross-departmental leadership group.

2.2 Reforming 

Dictionary definition of reform: 
To improve by alteration, 
correction of error, or removal 
of defects; put into a better  
form or condition.

Our ‘reforming’ examples were often focused on 
specific services and we used a ‘life cycle’ approach 
to identify innovations (early years, young people 
not in education, employment or training and  
older people).

into practical policy change. New Zealand came 
close to this type of activity with a key priority of 
reform of public services – however, we struggled 
to see how it translated into specific policies.

Even Scotland and New Zealand appear to be 
responding to long-term public challenges 
managerially, pursuing technocratic ‘solutions’  
with limited public discourse of the issues. There  
was noticeably more focus on the stability of the 
majority of public services rather than radical 
changes.

Despite the above, we did find similarities in  
how governments were fundamentally changing 
their approach to delivering public services.  
To be ‘rethinking’ initiatives rather than just  
‘reforming’ ones, we were looking for evidence  
that the approach was cross-departmental. The  
four approaches that repeated across our case 
studies were an outcomes-based approach, a focus 
on prevention, co-production and e-Government.

An outcomes-based approach
Three of our case studies took this approach, moving 
public performance reporting from inputs and 
processes to outcomes for people. Scotland and 
New Zealand are our strongest examples, both with 
national performance frameworks that set priority 
objective for the public sector as a whole. While 
learning from each other, Scotland and New Zealand 
have taken slightly different approaches. Scotland 
developed a holistic approach, aiming to capture all 
areas of government interest and activity, while New 
Zealand focused attentions on key issues that they 
wished to see improve. So while Scotland has 50 
national indicators, New Zealand has 10 ‘results’.  
Both Scotland and New Zealand have altered 
accountability structures to match this outcomes-
based approach. In Scotland, government 
departments were abolished in an attempt to 
remove government silos. In New Zealand, highly 
visible ‘Chief Executives’ of departments are publicly 
responsible for delivery of outcomes.

A preventative approach
We found evidence in Scotland and New Zealand of 
the policy ambition to intervene earlier in the 
lifecycle of various social problems and so prevent 
them from becoming crises for individuals, as well  
as for society. These ambitions were most often 
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In Scotland, local councils have not been  
affected, but local Police and Fire Boards have  
been amalgamated into national services.  
Much of this restructuring is still underway and  
will take several years to complete. Whether  
or not they achieve the savings anticipated is 
unclear. Local government amalgamation took 
place in New Zealand at a voluntary level, with 
municipalities and regions in Auckland merging  
to make a ‘super-city’.

2.4 Retrenching 

Dictionary definition of retrench: 
to reduce or curtail (costs); 
economise

Our final approach to the ‘storm’ was retrenchment. 
This was generally done as ‘salami slicing’ off 
budgets, though local government does seem  
to have suffered more severely than other areas  
of public sector spending in a number of our case 
studies. Denmark has introduced tougher fiscal 
controls to avoid over-spending of municipalities 
and regional governments.

Cuts in welfare payments were occurring in all of  
our case studies.  Scotland is affected by the same 
cuts as Wales and, similarly, Québec is affected  
by Canada-wide changes (though there is more 
devolution of welfare in Canada than the UK).

Benefit cuts were a key policy of governments  
in the Netherlands and New Zealand. In the 
Netherlands, for example, eligibility for long-term 
care payments was reduced substantially.

2.5 Discussion 
Our case studies each show areas of innovation 
which are of direct relevance and interest in a 
Welsh context. In Wales, similar activities are 
underway: e-government and outcomes-based 
management approaches are being developed, 
there is an appetite for joined up working and for  
a stronger focus ‘upstream’ on prevention.  

Our hypothesis was that smaller jurisdictions 
should find it easier to develop a coherent,  
whole-systems plan for future public services 
– identifiable by a ‘golden thread’ linking  
different aspects of public service reform  
to a holistic strategy.

Perhaps unsurprisingly, given that we selected  
our case studies from those with ageing populations, 
the highest level of innovation was in older people’s 
services. We were struck by the conceptualisation of 
older people in Québec, where the language of the 
third age is split into two, both the third age and the 
fourth age. The third age is one of active ageing,  
with a focus on staying in the labour market and 
volunteering, the fourth age is where health 
deteriorates and more support is required.

Policies on extending this ‘third age’ were  
common in all our case studies, either by public 
health interventions (anti-smoking in New Zealand, 
for example) or labour market policies (active  
ageing in Québec, sustainable workplaces in  
the Netherlands). In a number of jurisdictions, 
interventions focused heavily on supporting people 
to stay in their own homes for as long as possible 
(Scotland, Québec, Austria and Denmark).

For young people, the most innovative policy we 
found was Denmark’s ‘right and duty’ to education 
and training, and the focus on entrepreneurship  
for young people. Austria was also investing in 
economic participation of young people and 
families with young children.

2.3 Restructuring

Dictionary definition of 
restructure: to organise (a 
system, business, society, etc) 
in a different way

As debate increases in Wales around the 
reorganisation of local government, it is  
interesting that our study found that amalgamating 
municipalities was a common way of seeking 
efficiencies across the countries and regions we 
looked at. We found evidence of this approach  
in Scotland, New Zealand and the Netherlands.

In the Netherlands, a dramatic reduction in 
municipalities is underway as a direct result of  
the fiscal situation. The number of provinces  
will be reduced from 12 to 10 and the number of 
municipalities from 412 to 337.  It is not expected to 
be completed until 2017. The changes are taking 
place against a backdrop of budget cuts and while 
some municipalities have been able to innovate, there 
is concern that the pace of change may be too great.
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they were seen as mutually reinforcing. We saw  
examples of e-Government being used to support 
co-production, with outcomes moving the  
direction of policy travel towards prevention. These 
approaches focus on collaboration and partnership 
rather than competition. This language is appealing 
in a Welsh context. However, Wales tends to focus 
strongly on what the public sector itself does, while 
the evidence from our case studies suggests that 
looking at what can be done with communities 
through co-delivery and co-production are a part  
of the same direction of travel.

We explored four nation states and two devolved 
governments, which raised one additional difficulty 
for Wales – while nation states benefit from cross-
country statistical comparisons and the expertise of 
the OECD or EU in understanding reform processes, 
devolved governments rarely feature in these 
international comparisons. Our conversations with 
stakeholders suggested that there is a need and 
appetite for sharing of experience and information 
between these smaller, devolved jurisdictions.

Given that collaboration and partnership lie  
at the heart of Welsh public service narratives 
alongside a commitment to improving outcomes, 
the challenge for Wales is how to further convert 
such approaches into a whole-systems approach 
which integrates policy across departments and 
innovation across all public service sectors to 
‘weather the storm’.

We were particularly interested to find examples 
where the ‘rethinking’ elements were brought 
together in an innovative, strategic approach  
to public services.

In reality, we were struck by how difficult it was  
to discern a golden thread in any of our case 
studies. Each portrayed elements of more than  
one approach to responding to the ‘storm’ of  
fiscal constraint and ageing populations – mixing 
retrenchment with reform, or rethinking with 
restructuring. But none could really evidence a 
system that was fully integrated and delivering 
‘more than the sum of its parts’.

One reason for this difficulty may well be the fiscal 
crisis. While there is a sense of ‘not wasting a good 
crisis’, the retrenchment evident in all our case 
studies tempered the way that policies were 
viewed and the extent to which the more radical 
changes (our rethinking elements) were able to 
really challenge existing structures of public service 
governance and delivery. All evidenced some  
level of retrenchment, usually through welfare  
cuts, often moving from universal to more targeted 
approaches. This has been a difficult process in 
most countries and, arguably, brought down  
two recent governments of our six case studies 
(Québec, the Netherlands).

Where rethinking elements were being developed,  
it was interesting to see the extent to which  



Weathering the storm? A look at small countries’ public services in times of austerity

13

Table 2: Overview of public service change

Scotland New Zealand Denmark Québec Netherlands Austria

Rethinking

•  Outcomes-based 
approach

• Prevention

•  Outcomes-based 
approach

• Co-production
• E-Government

•  The social 
economy

•  Rights to  
long-term care

• E-Government

Reforming

•  Right and duty to 
work for young 
people

• Growing old at 
home programme

•  Market-based 
approaches to 
health care

• Health care 
insurance
•  Economic 

participation of 
young people and 
those with young 
families

Restructuring

•  Reductions of 
Police and Fire 
Boards 

•  Health and social 
care integration

• Voluntary 
amalgamation of 
municipalities

•  Reduction in 
municipalities

Retrenching

•  Affected by UK 
welfare cuts

• Welfare cuts
•  A shift from 

universal to 
targeted welfare

• Tighter fiscal controls
• Welfare cuts

•  Affected by 
Canadian 
welfare cuts

•  Cutbacks in 
childcare 
programme

•  Increased tuition 
fees

•  A shift from 
universal 
to targeted 
welfare



3.1 The background
For Welsh readers, Scotland is the most familiar 
nation in our sample. Scotland and Wales achieved 
devolution of government powers at the same 

time in 1999, albeit asymmetrically. Comparisons 
are made, sometimes enviously, by pro-devolution 
observers in Wales who note the greater powers 
held by the Scottish Government, the greater 
respect it seems to receive in Westminster and 
Whitehall, and the greater popular support for 
further devolution that it enjoys. However, although 
developments in Scotland are closely observed in 
Wales, observations are most often focussed on the 
political and constitutional knock-on implications 
of Scotland’s actions for Wales – on taxation and 
funding, and on increasing policy responsibilities.

Scottish Government statistics suggest that GDP  
in Scotland is currently slightly higher than for the 
rest of the UK26. However, economic forecasts are 
heavily contested, with the dispute centring on 
both the inclusion and scale of projected revenues 
from North Sea oil.

In 2012, Scotland’s population stood at a little over 
5.25 million people27, with roughly 17% under 16 
and 17% aged 65 or over28. The total population is 
predicted to rise to 5.76 million by 203529, mainly 
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Table 3: Key figures – Scotland 

Population (2011) 5,300,000

Per capita GDP (excluding North Sea oil revenues25) 
(2010, USD/PPP)

$34,184

2010 Central government debt as% of GDP UK: 85.5%

2010 Public sector expenditure as a % of GDP 49% 

Unemployment rate 2011 UK: 8%

Youth unemployment 2012 (% of population aged 15-24) UK: 21.9%

Dependency ratio (number of those younger than 15 and older 
than 64 per 100 working age persons)

2010 UK: 51.4 
per 100

2035
(projected)

UK: 64.7 
per 100

25  Please note this figure does not include North Sea Oil revenues, if included Scotland’s GDP per capita would increase to $41,189. 
Scottish Government, Scotland’s International GDP Per Capita Ranking Edinburgh: Scottish Government 2012 http://www.scotland.
gov.uk/Resource/0039/00390896.pdf

26  Scottish Government, (online) Gross Domestic Product http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy [accessed 
Feb 2013]

27  General Register Office for Scotland (online) Scotland’s Population - Recent Trends, http://www.gro-scotland.gov.uk/files2/stats/
high-level-summary/j11198/j1119801.htm [accessed Feb 2013]

28  General Register Office for Scotland, (online) Estimated population by age and sex, mid-2011 http://www.gro-scotland.gov.uk/
files2/stats/high-level-summary/j11198/j1119802.htm [accessed Feb 2013]

29  General Register Office for Scotland,(online) Projected Population, http://www.gro-scotland.gov.uk/files2/stats/high-level-
summary/j11198/j1119804.htm

3. Scotland

Box 3.1Government in Scotland
The Scottish parliament is unicameral and 
comprises 129 members, elected under 
mixed-member proportional representation. 
There have been four Scottish governments 
since 1999; Labour-Liberal Democrat 
coalitions had control until the 2007 election, 
when the Scottish National Party (SNP) took 
power as a minority government under the 
leadership of Alex Salmond MSP. Today, under 
the reserved powers model of devolution 
from Westminster, which also applies to  
Wales, Scotland has law-making and limited 
tax-varying powers. Devolved matters  
include NHS Scotland, education, rural affairs, 
economic development, transport and  
– unlike Wales – justice and policing.
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of the Scottish Parliament led to a confidence that 
‘anything was possible’. Fuelled by rising public 
sector budgets, the Scottish Parliament legislated 
for free personal care for the elderly, abolished 
tuition fees and began the phasing out of 
prescription charges. Within the structures of public 
services, attention was focused on integration of 
services, particularly social care and health services, 
and on the role that the third sector could play in 
meeting the needs of individuals and communities.

But what is possible in a boom is more challenging 
in a slump. In February 2010, the Scottish 
Government appointed an Independent Budget 
Review panel to set out spending and cuts options 
in the face of a projected £42bn squeeze over  
16 years. Alongside short-term proposals, the 
Independent Budget Review noted that ‘the 
challenges will persist’ and therefore that ‘a more 
strategic longer-term perspective needs to be 
developed’32.

In late 2010, the Scottish Government established 
The Commission on the Future Delivery of Public 
Services to provide that longer-term view. Chaired 
by Campbell Christie CBE (and invariably called  
the Christie Commission) the Commission was 
forthright in its argument for fundamental change:

  Unless Scotland embraces a radical, new, 
collaborative culture throughout our public 
services, both budgets and provision will buckle 
under the strain . . . A radical change in the  
design and delivery of public services is necessary, 
irrespective of the current economic challenges, to 
tackle the deep-rooted social problems that persist 
in communities across the country.33

The Christie Commission’s recommendations  
were welcomed by the SNP Government and 
received broad cross-party support34. They 
identified co-production, preventative action, and 

owing to inward migration. Crucially for public 
services, Scotland’s population is continuing to age, 
with a 50% increase in over-60s and a 4% decrease 
in under-16s projected by 2033; moreover, the 
older population is skewed towards rural areas, 
with over-60s making up 21% of the population  
in several rural local authorities30.

Any debate about Scotland’s current and future 
economic or social situation is dominated by the 
forthcoming independence referendum scheduled 
for the autumn of 2014. This process, regardless of 
the outcome, is seen as an opportunity to reflect  
on the future of Scotland in general and the ‘social 
contract’ between the state and citizens in particular.

3.2 The context for public service change
Prior to devolution, a significant amount of  
the legislation governing public services was 
separate from that governing England and Wales. 
Health, education and legal systems were all 
legislated for through Scotland-specific legislation, 
albeit under the auspices of the UK Parliament. 
This differentiation allowed for policy divergence  
prior to devolution which impacted to a greater 
– and lesser – extent across the public services. 
The NHS in Scotland, for example, closely 
resembled the NHS in England and Wales until  
the market-making policies of the 1990s. On the 
other hand, a distinctive Scottish approach to  
the welfare of children and young people who 
offend, or who are offended against, developed in 
the 1960s31. Housing policy also had a distinctive 
‘flavour’ favouring community-housing models. 
Devolution has allowed Scotland to legislate  
more frequently and respond more quickly  
than was previously the case, but the notion  
of a Scottish-approach to public services was 
already well-established prior to devolution.
In the early years of devolution, the Scottish 
approach was characterised by a noticeably 
collectivist approach to public services. The rebirth 

30  Scottish Government (online) Demographic Change in Scotland http://www.scotland.gov.uk/Publications/2010/11/24111237/4 
[accessed Feb 2013]

31  Dumbleton S and McPhail M, ‘The Coming of Age of Scottish Social Services?’ in Social Policy and Social Justice in Scotland, eds 
Mooney G. and Scott G, Bristol, Policy Press 2012

32  Scotland’s Independent Budget Review Panel, Independent Budget Review Edinburgh: Scottish Government 2010 http://www.
scotland.gov.uk/Resource/Doc/919/0102410.pdf 

33  ChristieC (Chair), The report of the Commission on the Future Delivery of Public Services Edinburgh: Scottish Government 2011 
http://www.scotland.gov.uk/Publications/2011/06/27154527/0 

34  SPICe, Financial Scrutiny Unit Briefing - The Commission on the Future Delivery of Public Services Edinburgh: Scottish Parliament 2011 
http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/SB_11-52.pdf 
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management dates back to before the recent  
fiscal crisis, but has been re-emphasised in the  
light of the recent budget squeeze.

In 2007, the Scottish National Party was in power 
for the first time as a minority government. They 
established a National Performance Framework to 
set out the longer-term aims of the government, 
including its agencies, and track performance.

Crucially, the framework does not ‘cherry pick’ key 
government policies, but instead takes a wellbeing 
approach by covering a wide range of outcomes 
under 15 national outcomes which they would like 
to achieve within 10 years (see box 3.2)35.  In 2011, 
responding to stakeholder views and the Christie 
Commission analysis, a national outcome on older 
people was added.

Progress against corresponding indicators can  
be tracked through the Scotland Performs  
website. While widely credited as being influential 

integration of services around need as crucial 
elements of Scotland’s future public service model, 
underpinned by management that demands and 
uses outcomes-based performance information 
and which invests in strategic planning. 

3.3 Policies and innovations of interest
The direction of public service reform was 
established in 2011 by the Christie Commission 
report and the Government’s response. Scotland is 
the only country in our review that appears to have 
developed a public services strategy in direct 
response to the fiscal and demographic challenges.

There are policies and innovations of great interest 
emerging in Scotland. However, it is early days and 
evidence of effectiveness is not yet available in 
most cases.

3.3.1 Rethinking – A whole-government 
outcomes framework 
Scotland’s transition towards outcomes 

Box 3.2 Scotland’s National Outcomes.36

1. We live in a Scotland that is the most attractive 
place for doing business in Europe. 
2. We live our lives safe from crime, disorder  
and danger.
3. We realise our full economic potential with 
more and better employment opportunities for 
our people. 
4. We live in well-designed, sustainable places 
where we are able to access the amenities and 
services we need.
5. We are better educated, more skilled and 
more successful, renowned for our research  
and innovation.
6. We have strong, resilient and supportive 
communities where people take responsibility 
for their own actions and how they affect others.
7. Our young people are successful learners, 
confident individuals, effective contributors  
and responsible citizens. 
8. We value and enjoy our built and natural 

environment, and protect and enhance it for 
future generations.
9. Our children have the best start in life and are 
ready to succeed.
10.  We take pride in a strong, fair and inclusive 
national identity.
11.  We live longer, healthier lives.
12.  We reduce the local and global 
environmental impact of our consumption  
and production.
13.  We have tackled the significant inequalities 
in Scottish society. 
14.  Our public services are high quality, 
continually improving, efficient and responsive 
to local people’s needs.
15.  We have improved the life chances for 
children, young people and families at risk.
16.  Our people are able to maintain their 
independence as they get older and are able to 
access appropriate support when they need it 

35  Carnegie UK Trust, More than GDP: The report of the Roundtable on Measuring Economic Performance and Social Progress in Scotland 
Dunfermline: Carnegie UK Trust 2011 http://www.carnegieuktrust.org.uk/publications/2011/more-than-gdp--measuring-what-
matters 

36  Scottish Government (online) Scotland Performs http://www.scotland.gov.uk/About/Performance/scotPerforms/outcome 
[accessed March 2013] 
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In carrying out this review, we were looking for a 
‘golden thread’ where we could track high-level 
strategic objectives through to action.  The Early 
Years Collaborative (Box 3.3) is a strong example of 
how Scotland is achieving this strategy – linking 
joined-up working to prevention and, ultimately, a 
focus on outcomes for families. The impact of this 
new way of working will become clear over time.

Scottish public service reform literature is peppered 
with references to working differently, usually 

in moving towards outcomes, there has been  
no evaluation of the impact of the National 
Performance Framework.

Scotland’s approach to outcomes management 
has been closely observed in New Zealand, and 
Scottish advice has informed their model (see 
chapter 4). 

3.3.2 Rethinking – Moving to prevention
The Christie Commission argued that a cycle of 
deprivation and low aspiration had continued in 
Scotland because preventative measures had not 
been prioritised. The Scottish government was 
persuaded by this argument, announcing a shift to 
preventative spending in the Draft Budget 2012-13, 
accompanied by specific funding of £500m over 
the three years to 2014-15 in order to encourage 
joint preventative action around adult social care, 
early years and tackling reoffending. Whether this 
funding and the government’s promotion of ‘a bias 
towards prevention’37 will reorientate core services 
to preventative work will be seen in the next few 
years.

The government’s willingness to intervene 
proactively on social problems is most obviously 
signalled by recent action on alcohol availability. 
The government has identified alcohol abuse as  
a major challenge – 20% more alcohol is sold  
per adult in Scotland than in England and Wales 
(equivalent to 21.6 units per adult per week)38.  
In 2012, the government stimulated high-profile 
debate by passing legislation requiring minimum 
prices for alcoholic products and the measures are 
currently on hold pending a court challenge. This 
assertive move by the government is reported to 
have signalled permission for similarly forthright 
action across Scotland’s public services. The 
approach continues to be refined. For example, 
new SOA guidance developed by a joint ‘National 
Group’ was published in late 2012. It includes a 
requirement for Community Planning Partnerships 
to produce a ‘prevention plan’ that clearly 
demonstrates how mainstream public services  
are shifting to preventative models, and which 
quantifies the resources allocated to prevention.

Box 3.3 The Early Years 
Collaborative: Joined-up working, 
prevention and outcomes 
The National Performance Framework 
identifies early years as a national outcome: 
Our children have the best start in life and  
are ready to succeed.

The objective of the Early Years Collaborative 
(EYC) is to move this ambition into practical 
action. They are a coalition of Community 
Planning Partners, including social services, 
health, education, police and third sector 
professionals. They aim to:

  • Deliver tangible improvement in 
outcomes and reduce inequalities for 
Scotland’s vulnerable children.

  • Put Scotland squarely on course to 
shifting the balance of public services 
towards early intervention and prevention 
by 2016.

  • Sustain this change to 2018 and beyond.

In January 2013, 750 early years experts 
gathered to explore how to achieve these 
aims.  Launching the collaborative, Children 
and Young People Minister Aileen Campbell 
said: ‘Getting it right in the early years is the right 
thing to do for children and parents. By investing 
in development from the start and preventing 
problems later on, the benefits go beyond 
families to Scotland’s wider society and 
economy.’

37  Scottish Government (online) Public service reform http://www.scotland.gov.uk/Topics/Government/PublicServiceReform 
[accessed Feb 2013]

38  BBC News Scotland (online) NHS report says Scots are drinking less alcohol, August 2012, http://www.bbc.co.uk/news/uk-
scotland-19409201 [accessed Feb 2013] 
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The Scottish Government has recently completed  
a consultation on its proposals to integrate adult 
health and social care. At the heart of the proposals 
is joint accountability for Health Boards and Local 
Authorities for delivering outcomes, and for the 
merger of adult health and social care budgets.  
The budgets will fund local Health and Social  
Care Partnerships responsible for the delivery of 
adult health and social care. While the legislation 
progresses, the Government is paying the way for 
this reform with the creation of an Older People’s 
Change Fund (£80m in 2012-13) and an action plan 
for the core challenge of unscheduled care.

3.3.4 Restructuring - Reducing government and 
public bodies  
The Scottish Government’s reform programme  
is not primarily predicated on structural changes. 
Instead, the Government is pursuing specific 
integrations where they are persuaded by the 
evidence. Three sectors are currently subject to 
reforms which may be of particular interest in 
Wales: adult health and social care, police and  
fire services, and further education.

Legislation was passed to reform policy and fire 
services in the summer of 2012.  As a result, a new 
single Police Service of Scotland came into being 
on April 1 2013 and a single Fire and Rescue Service 
was launched on the same day. These new national 
services are amalgamations of the previous eight 
regional police forces and eight regional fire and 
rescue services respectively. The government 
claims that single police and fire services should 
deliver estimated efficiency savings of £1.7bn over 
15 years41.

The Scottish Government also believes 
regionalisation of further education could  
deliver efficiencies of up to £50m a year and 
improve access42. The Post-16 Education (Scotland) 
Bill is going through the Scottish Parliament in early 

linked to discussion of the need to collaborate and 
to shift to preventative action39. The Government 
accepts the argument that such approaches place 
a demand on public servants to behave and to 
think differently, and that such change is difficult. 
Their approach is thus not about dictating new 
models of service delivery, but to support public 
servants to implement principles. The fund of 
£500m mentioned above, for example, aims to 
‘encourage action’. While these moves are positive, 
it is important to note that the same ‘learning 
philosophy’ may not yet be shared across all 
professional bodies and management hierarchies 
in Scottish public services.

3.3.3 Reforming - A focus on integration
The National Performance Framework also 
supports a process of integration between health 
and social care in Scotland, and between local 
government and other public sector agencies. 
Community Planning Partnerships, Scotland’s 
statutory local public service partnerships, bring 
together public sector and third sector bodies 
(through a third sector interface) in a local area.  
The National Performance Framework provides the 
strategic link between local delivery and flexibility 
and national priorities.

The first step in this process came in 2007,  
when the Scottish Government and Convention  
of Scottish Local Authorities agreed a concordat  
that included a move toward a Single Outcome 
Agreement (SOA) between the Scottish 
Government and each local council. The aim of  
the concordat was to reduce the ‘ring-fencing’ of 
funding by central government – which limited  
its use to pre-determined services – and instead 
enable local authorities to target locally-identified 
priorities. The Scottish Government describes SOAs 
as representing ‘trust within a framework’40: local 
priorities are identified from the national outcomes 
and indicators.

39  See for example: Deacon S, Joining the Dots – a Better Start for Scotland’s Children Edinburgh: Scottish Government 2011  
http://www.scotland.gov.uk/Resource/Doc/343337/0114216.pdf 

40  Scottish Government (online), Community Planning http://www.scotland.gov.uk/Topics/Government/PublicServiceReform/
community-planning [accessed Feb 2013]

41  Scottish Government (online) News Release: Scottish Fire and Rescue Service, 16 August 2012 http://www.scotland.gov.uk/News/
Releases/2012/08/Chief-Officer16082012 [accessed Feb 2013]

42  Scottish Times (online) Scottish government criticised over ‘coherence’ of education reforms, 19 February 2013 http://www.
scottishtimes.com/scottish_government_education_reforms [accessed February 2013] 
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2013, but is facing resistance from the sector.  
Key mergers have already gone ahead in Glasgow 
and Edinburgh, nominally in response to fiscal 
pressures, although improvements to quality are 
also cited43.

43  See for example: Scottish Government (online) News Release: Further Education Reform 16 June 2011, http://www.scotland.gov.
uk/News/Releases/2011/06/16133717 [accessed Feb 2013]



4.1 Background
In recent years, politicians and public servants in 
Wales have enjoyed comparing experiences with 
colleagues in New Zealand and learning from their 
parallel story. There is something compelling about 
casting our eyes to the other side of the world, to 
another small, rugby-playing country sitting on  

the periphery of a strong economic region, which 
also seeks to balance ‘English’ dominance with 
respect for an older native culture and language.
There are similarities today between Welsh public 
service challenges and New Zealand’s, but the 
insights come from the differences between us.

The challenges faced by New Zealand’s 
government resonate for Wales. New Zealand is  
the least wealthy country in our sample: GDP per 
head was more than US$5,000 less than UK in 2011. 
They have a large youth population (though this is 
forecast to dip over the very long-term) but are also 
predicted rapid growth in over-65s, from 13% of 
the population in 2011 to 21% by 2030 and to 24% 
by 205044.

The New Zealand government’s finances are 
arguably better: expenditure per head is 
comparable to the European countries in our 
sample, but government debt stands at 30.5% – 
low compared to the UK with government debt  
at 85.5% of GDP. New Zealand is used to being in 
surplus, however, so despite this comparatively low 
debt, the government is tightening spending on 
public services.  
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Table 4: Key figures – New Zealand 

Population (2010) 4,390,000

Per capita GDP (2011, USD/PPP) $29,710

2010 Central government debt as% of GDP 30.5%

2010 Public sector expenditure as a % of GDP 35.1% 

Unemployment rate 2011 6.5%

Youth unemployment 2012 (% of population aged 15-24) 16.7%

Dependency ratio (number of those younger than 15 and older 
than 64 per 100 working age persons)

2010 50.4 per 100

2035
(projected)

64.9 per 100

Box 4.1 Government in  
New Zealand
The system of government in New Zealand is 
based on the Westminster system, but has 
evolved its own characteristics. There is a 
single chamber of parliament, which consists 
of the House of Representatives, with c.120 
members, and the Governor-General (who 
does not actually attend). The house is elected 
for a maximum three-year term, using a form 
of proportional representation called the 
mixed member proportional (MMP) system. 
Some see the short term of each 
administration as increasing the propensity 
towards short-term action and away from 
long-term strategies. Proportional 
representation has tended to lead to fewer 
policy swings between terms of government.  
The current New Zealand government, 
elected in 2011, is a National Party minority 
administration led by John Key, supported by 
‘confidence and supply’ arrangements with 
the Act, United Future and Māori Parties.

44  Statistics New Zealand (online) National Population 
Projections: 2011(base)–2061 http://www.stats.govt.nz/
browse_for_stats/population/estimates_and_projections/
NationalPopulationProjections_HOTP2011.aspx [accessed 
April 2013]

4. New Zealand
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the civil service. However, the rhetoric of cutting 
bureaucracy and curtailing wasteful spending has 
proved popular and as a result, the National Party 
has largely avoided reforms being perceived simply 
as austerity measures46.

The February 2011 Christchurch earthquake  
has also influenced the public service reform 
landscape. The earthquake was devastating, 
destroying much of the city centre and killing  
185 people. Over 100,000 houses were damaged, 
with a further 10,000 needing demolition.  
Public facilities were equally affected – including 
schools, hospitals, offices and court buildings. The 
Canterbury Earthquake Recovery Authority was 
established to lead the city’s full recovery over the 
following five years. In the months following the 
earthquake, necessity drove innovations in local 
service provision, which have since been profiled 
by the national State Services Commission47.

4.3 Policies and innovations of interest
Looking at the national approach to public service 
reform, it is broadly familiar, comprising efficiency, 
e-government, asset sales and outcome 
management, as well as moves towards earlier 
intervention – all familiar ideas here in Wales. Yet, 

4.2 The context for public service change
New Zealand’s recent experiences of public service 
reform offer useful context for current changes. In 
the late 1980s and the 1990s, the country faced a 
low growth rate. A highly-centralised public sector 
constituted 41% of GDP. The governments of the 
time – initially Labour, but then the right-leaning 
National Party – undertook a radical shake-up of 
public services. Nick-named ‘Rogernomics’ after  
the former Labour finance minister, Roger Douglas, 
New Zealand’s reforms were seen as an experiment 
in ‘new public management’45, which included 
separating the policy and delivery ‘functions’ of 
government with far-reaching contracting and 
outsourcing. In recent years, however, New Zealand 
has begun to ‘join up’ services once again. As with 
other countries, the language of ‘outcomes’ has 
come to the fore, leading to co-ordination of  
public services around government priorities.  
Yet, after over 20 years of reorganisation, New 
Zealand’s public services leaders also exhibit some 
understandable scepticism about the benefits of 
organisational restructuring.

The economic downturn means that these reforms 
are inevitably taking place against a background of 
reduced public spending and a slimming-down of 

45  See for example Whitcombe J, ‘Contributions and Challenges of ‘New Public Management’: New Zealand Since 1984’, Policy 
Quarterly, 4 (3), 7-13, 2008

46  Anecdotal: interview March 2013.
47  State Services Commission (online) http://www.ssc.govt.nz/ [accessed March 2013]
48  State Services Commission (online) Christchurch Innovations - Better Public Services http://www.ssc.govt.nz/christchurch-

innovations [accessed March 2013]

Box 4.2 Christchurch innovations
The New Zealand State Services Commission has profiled a series of innovations in the design  
and delivery of public services that arose in response to the city’s earthquake. They argue that a  
‘do whatever it takes’ attitude resulted in a ‘seismic shift in thinking and in service delivery by government 
and voluntary agencies working together’ 48. The shared purpose of rebuilding Christchurch resulted in 
co-ordination bodies integrating support for communities and for business, and also triggered changes 
to core service delivery.

For example, in the weeks and months following the earthquake, courts were convened in temporary 
venues. This proved both more efficient – with venue utilisation a good 30% higher that courtroom 
usage prior to the disaster – and some venues also changed the tone of proceedings, too. A Māori 
communal house (Whare Nui) proved so successful that weekly court hearings continue to be held 
there today.

The learning programme that has been designed around this and other developments in Christchurch 
aims to inspire innovation across other public services in New Zealand. 
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on narrow departmental objectives and neglected 
wider goals52.

The 10 outcomes – or ‘results’ – for the government 
to achieve over five years were published in 2012 
and form the core of the Better Public Services53  
reform programme which seeks to resolve some of 
these imbalances and solve some of New Zealand’s 
‘wicked problems’.

The results are ambitious and some are surprisingly 
specific, selected as bellwether results, which,  
if achieved, presage wider system improvements. 
Reducing the incidence of rheumatic fever  
(see Box 4.3), for example, may seem a curious  
pick. However, it is a disease that primarily affects 
children between five and 17 years old, closely 
linked to poverty and poor housing. In New 
Zealand, it is a particular problem among Māori 
and Pacific Islanders. If you tackle rheumatic fever 
then, in theory, you will also have tackled some of 
the contributing causes, too. It is, however, too  
early to tell whether the theory works in practice.
Responsibility for achieving results is collaborative 
and clear hierarchies of accountability for achieving 
outcomes are being established. For each one,  
a government minister and a chief executive 
(equivalent to a civil service departmental head) 
have been identified as ‘result leads’. ‘Result leads’ 
are then backed up by ‘result contributors’ – chief 
executives from other relevant departments and 
agencies.

The independent State Services Commission 
(SSC)54 reinforces this innovation in accountability. 
The SSC appoints all chief executives, who are 
explicitly responsible for the day-to-day running  
of government departments. Chief executives are 
appointed on fixed-term contracts – usually five 
years. As the Institute for Government points  
out, however: ‘The corollary of clearer personal 
accountability for senior public servants is that they 

how New Zealand is taking forward these 
approaches offers some food for thought.
The current National Party government has just 
four priorities for its three-year term. Unusually,  
the government has made public service reform 
one of these four major commitments to the 
electorate: the third priority is ‘delivering better 
public services within tight financial constraints’. 
(The fourth is ‘rebuilding Christchurch’). 

While all the governments we studied are taking 
action on public services, the New Zealand 
government is the only one to place public service 
reform so high up the political agenda – rather 
than focussing on sectorial reform (eg health, 
welfare, social services, education and so on).  
Bill English, the Deputy Prime Minister and Minister 
of Finance, is the driver of this agenda. He is seen  
as continuing a managerialist approach to New 
Zealand’s public services, with a heavy emphasis on 
increasing efficiency, and improving accountability.

4.3.1 Rethinking – Better Public Services and 
accountability for outcomes
New Zealand’s approach to outcome management 
is attracting attention across the world, particularly 
from governments that feel frustrated by perceived 
civil service ‘blocking’ 49. For example, Francis 
Maude, the UK Cabinet Office Minister, has 
commissioned the Institute for Public Policy 
Research to research how New Zealand’s 
government, amongst others, relates to its  
state bureaucracy50.

The current approach, being taken forward 
through the Better Public Services51 reform 
programme, has its roots in the decentralising,  
new public management reforms of the late 1980s. 
Civil service heads were given greater managerial 
freedom in exchange for clearer accountability to 
ministers. Greater financial accountability emerged, 
but so did concerns that heads were too focused 

49  Public Finance International (online) Lessons from public service reform Down Under in 23 October 2012 http://www.
publicfinanceinternational.org/features/2012/07/lessons-from-public-service-reform-down-under/ [accessed April 2013]

50  IPPR (online) Civil service reform: lessons from overseas http://www.ippr.org/research-project/44/9627/civil-service-reform-lessons-
from-overseas [accessed April 2013]

51  State Services Commission (online) Better Public Services http://www.ssc.govt.nz/better-public-services [accessed April 2013]
52  Paun A and Harris J, Reforming civil service accountability: Lessons from New Zealand and Australia, London: Institute for 

Government 2012
53  State Services Commission (online) Better Public Services http://www.ssc.govt.nz/better-public-services [accessed April 2013]
54  Ibid
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The realisation of these grand plans for Auckland is, 
of course, still underway. A recent report by the 
New Zealand Auditor-General praised the transition 
so far, but described the new Council as a work in 
progress with significant challenges remaining59. 
Nonetheless, developments in Auckland have 
inspired debate on similar moves both for 
Christchurch and, more recently, Wellington.

gain a correspondingly greater public profile. It is often 
chief executives who appear in the media explaining 
government policy and its implementation’ 55.

The SCC also plays a key role in supporting  
cross departmental and collaborative working.
A new piece of legislation: State Sector and Public 
Reform Finance Bill, which was introduced to 
parliament in 2012, is seeking to further strengthen 
accountability and collaborative governance. 
Provisions include a stronger leadership role for the 
SCC, greater financial flexibility for chief executives 
and obligations for heads to consider the wider 
interests of government56.

Halfway through the government’s term, the 
repercussions for failure to achieve the targets in 
Box 4.3 are as yet unclear; nonetheless, naming 
individual political and administrative leaders is  
a bold step.

4.3.2 Restructuring – Auckland: super-city
In November 2010, just 19 months after 
recommendations for merger were published,  
a single Auckland council came into being. It 
amalgamated eight city, regional, and district 
councils into one new organisation with NZ$32bn 
of assets, a NZ$3bn annual budget and 8,000 staff.

The restructuring is aimed at enabling Auckland,  
as New Zealand’s ‘main gateway to the world’58,  
to plan and manage services regionally – and  
so improve long-term economic growth and 
sustainability. Planned advantages of the ‘super-city’ 
for residents include a single rates bill (rather than 
two), a single regional transport authority, a single 
water provider and a stream of consolidation 
efficiencies.

Box 4.3 10 ‘results’ set by the 
government in 2012
1. Reduce the number of people who have 
been on a working age benefit for more than 
12 months.
2. Increase participation in early childhood 
education. 
3. Increase infant immunisation rates and 
reduce the incidence of rheumatic fever. 
4. Reduce the number of assaults on children.  
5. Increase the proportion of 18 year olds with 
NCEA level 2 or equivalent qualification. 
6. Increase the proportion of 25-34 year olds 
with advanced trade qualifications, diplomas 
and degrees (at level 4 or above).  
7. Reduce the rates of total crime, violent 
crime and youth crime. 
8. Reduce reoffending.
9. New Zealand businesses have a one-stop 
online shop for all government advice and 
support they need to run and grow their 
business. 
10. New Zealanders can complete their 
transactions with the Government easily  
in a digital environment.
Source: New Zealand State Services 
Commission57

55  Paun A and Harris J, Reforming civil service accountability: Lessons from New Zealand and Australia, London: Institute for Government 
2012

56  At time of writing, the State Sector and Public Finance Reform Bill is going through the New Zealand Parliament. Some critics 
believe clauses within the Bill may undermine the independence of the SSC; the government argues it is further sharpening 
accountability. See: New Zealand Parliament (online) State Sector and Public Finance Reform Bill http://www.parliament.nz/en-NZ/
PB/Legislation/Bills/d/4/6/00DBHOH_BILL11610_1-State-Sector-and-Public-Finance-Reform-Bill.htm [accessed April 2013]

57  State Services Commission (online) Christchurch Innovations - Better Public Services http://www.ssc.govt.nz/christchurch-
innovations [accessed March 2013] 

58  Royal Commission on Auckland Governance (online) Report: Executive Summary Part http://www.dia.govt.nz/Decommissioned-
websites---Royal-Commission-on-Auckland-Governance [accessed February 2013] 

59  Controller and Auditor-General, Auckland Council: Transition and emerging challenges Wellington: Office of the Auditor General 
2012 http://www.oag.govt.nz/2012/auckland-council/docs/auckland-council.pdf
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be most at risk of maltreatment would be 
monitored via the database63.

A number of the policies mentioned have, 
unsurprisingly, sparked lively debate in New 
Zealand.

4.3.4 Retrenchment - Early Years
New Zealand’s holistic and equitable approach  
to early childhood education (ECE) – capable of 
tacking some of the ‘wicked issues’ has attracted 
international praise and attention64. However,  
after significant investment and reform in  
the early 2000s by the previous left-leaning  
Labour government, the current, centre-right 
administration is now attempting to curtail 
escalating ECE spending, which some feel is partly 
to blame for the government’s current financial 
trouble65.

There has been retrenchment on a number of key 
policies and a shift from universal ECE provision to 
more targeted policies. 

Notable retractions include: a target for 100% of 
staff to be graduates by 2012 (now reduced to 
80%), an end to funding of research funding and 
professional training and an inflationary freeze on 
the universal childcare subsidy66.

Investment is now focused on increasing 
participation amongst ‘vulnerable’ groups in an 
effort to achieve an increase participation in ECE to 
98% by 201667 (see Result 2 in Box 4.3). Significant 
inequalities in outcomes for Māori and Pacifica 
children persist (see Box 4.4) and while targeted 
investment is welcomed, there remain concerns 
that a shift from universal to targeted investment 

4.3.3 Reforming – The appetite for directive 
policies
A final theme we picked up during the course of 
this rapid review was a clear appetite in the New 
Zealand government for intervention, where 
significant gains are perceived to be possible. In 
part, this taste for action can perhaps be put down 
to the New Zealand temperament; it certainly 
changes the tenor of citizens’ relationships with 
public services across a wide range of interactions:

  • The government’s aim for New Zealand to be 
smoke-free by 202560. A 40% tax increase was 
announced in 2012, to be introduced over a 
four-year period. The tax increases began on 
January 1 2013, and will bring up the cost of a 
pack of 20 cigarettes to around NZ$22 by 2016. 
In parallel, various public agencies and councils 
are now considering or putting local smoking 
bans in place.

  • In order to reduce the number of people 
receiving welfare benefits, the New Zealand 
government now offers those on benefits and 
their children free, long-acting contraception, 
such as long-term contraceptive injections, 
implants and intra-uterine devices61.

  • The government is proposing significant 
changes to the requirements on jobseekers 
receiving benefits. These include the 
expectation of sole parents to work at least 
part-time, and benefit cuts for parents if their 
children fail to attend pre-school62.

  • The White Paper on Vulnerable Children 
introduced in late 2012 includes plans for a 
‘vulnerable kids database’, populated by a ‘risk 
predictor’ model that would identify the children 
who needed to go on it. The government 
estimates up to 30,000 children considered to 

60  Smokefree 2025 (online) http://smokefree.org.nz/smokefree-2025 [accessed April 2013]
61  The New Zealand Herald (online) Free birth control for beneficiaries Tuesday 8 May 2012 http://www.nzherald.co.nz/nz/news/

article.cfm?c_id=1&objectid=10804206 [accessed April 2013]
62  Ministry of Social Development (online) Welfare Reform http://www.msd.govt.nz/about-msd-and-our-work/work-programmes/

welfare-reform/index.html [accessed April 2013]
63  The New Zealand Herald (online), Govt database to track 30,000 at-risk kids Thursday 11 October 2012 http://www.nzherald.co.nz/

nz/news/article.cfm?c_id=1&objectid=10839604 [accessed April 2013]
64  Moss P, ‘International Connections’ in Travelling Pathways to the Future: Ngä Huarahi Arataki, Early Childhood Education Symposium 

Proceedings, 2-3 May 2007 http://www.minedu.govt.nz/~/media/MinEdu/Files/EducationSectors/EarlyChildhood/ECESymposium.
pdf 

65  May H, New Zealand case study: A narrative of shifting policy directions for ECEC, Unpublished, 2012
66  May H, New Zealand case study: A narrative of shifting policy directions for ECEC, Unpublished, 2012
67  National, Early Childhood Education: Building Better Public Services, 2011 http://www.national.org.nz/PDF_General/Early_

Childhood_Education_policy.pdf [accessed March 2013]
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could be counterproductive68. Indeed, some, 
noting that the government superannuation  
fund has remained untouched, have questioned 
whether the government has its priorities right69.

Box 4.4 Rethinking Public Service 
Delivery: Whānau Ora 
Significant inequalities persist in Māori 
communities70. As one interviewee put it:  
‘The Māori population does not have a problem 
with an ageing population – we die young…71.’

The Maori concept of Whānau is often translated 
as extended ‘family’, but its meaning has  
many layers – Whānau can include the wider 
community that individuals connect with as  
well as just immediate blood relations Whānau  
is central to Māori individual and collective 
wellbeing however as social and economic 
circumstances have changed traditional Whānau 
structures have been eroded72. One interviewee 
has suggested that the undermining of the 
strength of Whānau is at the core of social 
inequalities within Maori communities73. 

Could public services be better designed  
to strengthen and empower Whānau?

Informed by recommendations from a 2009 
Taskforce, this is exactly what Whānau Ora74 

(the Healthy Families Strategy) aims to do. Te 
Puni Kōkiri, the Ministry for Māori Development 
that leads Māori Public Policy describes Whānau 
Ora as: ‘an inclusive interagency approach to 
providing health and social services to build the 
capacity of all New Zealand families in need.  
It empowers whānau as a whole rather than 
focusing separately on individual family members 
and their problems’75.

Acknowledging that Whānau may prefer to  
draw support from non-governmental sources 
in some areas a ‘navigator’ works with Whānau  
to identify where they require additional 
professional support and helps Whānau access 
tailored ‘wrap-around’ public services from 
Whānau Ora. 

It remains early days and although seen  
as a positive step forward, progress toward 
implementation appears slow to some in the 
Maori community who are concerned that the 
fundamental changes in approach required  
are not being followed through to practice76.

68  May H, New Zealand case study: A narrative of shifting policy directions for ECEC, Unpublished, 2012
69  Anecdotal interview March 2013
70  Ministry of Health (online) Māori health http://www.health.govt.nz/our-work/populations/maori-health [accessed April 2013]
71  The age structure of the Maori population is relatively young reflecting a higher fertility rate but also a higher mortality 

rate. Life expectancy for Maori men and women is approximately 7-8 years less than that for the population as a whole. 
See for example: Ministry for Social Development (online) An Ageing Population http://www.msd.govt.nz/what-we-can-do/
seniorcitizens/positive-ageing/trends/ageing-population.html and The Ministry for Social Development (online) The Social 
Report 2010 http://socialreport.msd.govt.nz/health/life-expectancy.html 

72  Taskforce on Whānau Centred Initiatives, Whānau Ora: Report of the Taskforce on Whānau-Centred Initiative, Ministry of Social 
Development 2010 http://www.msd.govt.nz/documents/about-msd-and-our-work/publications-resources/planning-strategy/
whanau-ora/whanau-ora-taskforce-report.pdf 

73  Anecdotal interview March 2013
74  Te Puni Kōkiri, the Ministry for Māori Development (online) Whānau Ora http://www.tpk.govt.nz/en/in-focus/whanau-ora/ 

[accessed April 2013]
75  Ibid
76  Anecdotal: interview March 2013



5.1 Background
Denmark is currently the worst performing 
Scandinavian country in economic terms77.  
The unemployment rate is comparable with the  
UK at 7.6%, though this masks a high rate of youth 
unemployment of over 15% (though high, this is 
still lower than the UK rate of 21.9%).

Denmark’s social democratic approach to 
delivering public services has been put under  
strain by the fiscal crisis, though the government 
notes that in the wider European context,  
Denmark is holding up relatively well.

The per capita GDP in Denmark is relatively high  
at $40, 929 USD/PPP, but the economy continues  
to be affected by the crisis in the euro area which 
pushed the country back into negative growth for 
the first half of 201278. 

Denmark faces an ageing population. Currently, 
over 15% of Denmark’s residents are aged 65 or 
older. By the year 2050, one in every four Danish 
citizens will be over 65. Moreover, citizens above 
the age of 80 are expected to grow by 20% over 
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Table 5: Key figures – Denmark

Population (2010) 5,550,000

Per capita GDP (2011, USD/PPP) $40,929

2010 Central government debt as% of GDP 39.6%

2010 Public sector expenditure as a % of GDP 42.1%

Unemployment rate 2011 7.6%

Youth unemployment 2012 (% of population aged 15-24) 15.1%

Dependency ratio (number of those younger than 15 and older 
than 64 per 100 working age persons)

2010 52.6 per 100

2035
(projected)

67.5 per 100

77  Financial Times (online) Denmark to spend way out of 
economic crisis http://www.ft.com/cms/s/0/950a17d2-ede7-
11e0-a491-00144feab49a.html#ixzz23VXj11lp [accessed 
April 2013]

78  Danish Government, Danish Economy Forecast 2012: English 
Summary 2012 http://oim.dk/media/232194/Economic%20
Survey%20-%20May%202012%20-%20English%20
summary.pdf 

5. Denmark

Box 5.1 Government in Denmark
Denmark is a constitutional monarchy and 
parliamentary democracy. It became a 
member of the European Union in 1973 
(though territories in the Faroe Islands and 
Greenland remained outwith the EU). 
Parliament consists of 175 members elected 
by proportional majority, plus two members 
each from Greenland and the Faroe Islands.

The electoral system has traditionally 
generated coalitions. Most Danish post-war 
governments have been minority coalitions 
ruling with the support of non-government 
parties.  Following the September 2011 
election, the right-wing coalition lost by  
a small margin to the opposing left-wing 
coalition, led by Helle Thorning-Schmidt,  
who formed a new Cabinet government 
consisting of the Social Democrats, the  
Danish Social Liberal Party and the Socialist 
People’s Party.

Denmark is divided into five regions and  
a total of 98 municipalities. The regions  
were created in 2007 to replace the  
former counties. At the same time, smaller 
municipalities were merged into larger  
units, cutting the number from 270 to 98.
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Public sector responses to the crisis in Denmark 
have primarily taken the form of ‘cutback 
management’ affecting wage and employment 
levels, rather than accentuating new system reform 
initiatives85. Spending cuts include unemployment 
benefits lowered to two years (from four); the 
public sector will lose 20,000 jobs; child benefits  
are to be reduced by 5%, ministerial salaries cut  
by 5% and university expenses will be cut86.

5.3 Policies and areas of innovation
The Danish approach to public service reform has 
been well documented, for example in its use of 
e-government which caught the attention of the 
OECD in the late 1990s and more recently, for its 
use of co-production (which has less of a strong 
history in this jurisdiction than in Scotland or 
Québec). 

5.3.1 Reforming – Linking e-Government to 
citizen-centered services
Denmark has been recognised as being at the 
forefront of e-Government development for some 
time. In the mid-2000s, the Danish government set 
out a national e-government strategy in ‘Towards 
Better Digital Service: Increased efficiency and Stronger 
Collaboration’.  This programme covered activities 
between 2007 and 2010 and provides a strategic, 
cross-government approach to e-Government.

E-Government in Denmark is seen as a means to an 
end of better public services, not an end in itself87. 
This is achieved through better co-ordination 
between different parts of the public sector in 
Denmark, and through greater responsiveness to 
citizens. There is a strong strategic link between 
e-Government and the ageing population:

the next 20 years. As in Wales, this is expected  
to place unprecedented demands on the public 
care system79.

5.2 The context of public service change
While the ageing of the population is not as 
dramatic in Denmark as in other countries,  
it has been a source of concern for a number  
of years. In 2004, the Welfare Commission 
presented projections to 2040 that showed if 
welfare schemes were to remain constant, there 
would need to be efficiency savings of 3.7% of  
GDP per year from 2021 onwards80. 

The fiscal crisis has provided the country with 
further impetus to tighten its approach to public 
spending, recognising that it was spending  
beyond its means in the 2000s: 

  During the period of the boom, public spending  
was not kept under adequate control. The economy 
was allowed to overheat . . . When boom turned to 
recession, we were hard hit. We lost many jobs, 
many of which will not return.81

Reducing revenues from North Sea oil are also a 
cause of concern82.

The overall vision for the reforms was set out in the 
Prime Minister’s statement A Denmark that Stands 
Together in October 201183. It argued that there 
needed to be a holistic view of fiscal, increasing 
labour market supply as a means to ensure that 
modest and targeted improvements in public 
services are achievable. They are committed to 
returning to a balanced budget in 2020 which  
will require a further 60,000 people in the labour 
market84.

79  Home Instead (online) Denmark Senior Home Care http://www.homeinstead.com/international/franchise-opportunity/Pages/
Denmark-Senior-Home-Care.aspx [accessed April 2013]

80  OECD, ‘Denmark’ in Aging and the Public Service: Human Resource Challenges Paris: OECD Publishing 2007
81  Danish Government, A Denmark that Stands Together 2011 http://www.stm.dk/multimedia/Regeringsgrundlag_uk_2011.pdf
82  Danish Government, Danish Economy Forecast 2012: English Summary 2012 http://oim.dk/media/232194/Economic%20

Survey%20-%20May%202012%20-%20English%20summary.pdf 
83  Danish Government, A Denmark that Stands Together 2011 http://www.stm.dk/multimedia/Regeringsgrundlag_uk_2011.pdf
84  Danish Ministry of Economic Affairs and the Interior, Denmark’s National Reform Programme Copenhagen: Ministry of Economic 

Affairs and the Interior 2012 http://ec.europa.eu/europe2020/pdf/nd/nrp2012_denmark_en.pdf 
85  University of Copenhagen, (online) Public service employment relations in an era of austerity - the case of Denmark http://faos.ku.dk/

nyheder/public_service_employment_relations_in_an_era_of_austerity_-_the_case_of_denmark/ [accessed April 2013]
86  The European Institute (online) Austerity Measures in the EU – a Country by Country Table http://www.europeaninstitute.org/

Special-G-20-Issue-on-Financial-Reform/austerity-measures-in-the-eu.html [accessed April 2013]
87  OECD, Denmark: Efficient e-Government for Smarter Public Service Delivery Paris: OECD Publishing 2010
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previous versions. While there is no overarching 
e-inclusion strategy, various departments have 
responsibility for accessibility, digital participation 
and access issues90.

As e-Government is a cross-cutting issue, the 
various initiatives and overall progress is monitored 
by the Steering Committee for Cross Government 
Co-operation, which consists of high-level 
representatives of the five most important 
ministries (Finance, Economic and Business  
Affairs, Interior and Health, Taxation and Science, 
Technology and Innovation). This has helped  
to provide a whole systems approach to 
e-Government though concerns about its 
effectiveness have led the OECD to recommend 
strengthening its role91.

The Danish approach to e-Government is extensive 
and, as such, it can be difficult to provide a 

  Current demographic trends mean that the 
proportion of Danes of working age will decline 
during the implementation timeframe of the 
strategy itself and the upcoming decades. In such  
a perspective, not only does the strategy conceive 
digitisation as a critical tool to rationalise the  
public services provision as well as to simplify and 
rationalise the working routines in order to free up 
resources but also as an instrument to enhance  
the efficiency of the public sector, facilitating the 
concentration of the public resources to a greater 
extent on personnel-intensive, citizen-focused care 
and services88.

As e-Government was well developed prior to  
the fiscal crisis, Denmark is in a strong position  
to capitalize on this investment to develop  
further efficiencies. A new national strategy for 
e-government was launched in 201189. Box 5.2 
shows how this new strategy has developed from 

88  Ibid
89  Danish Government, The Digital Path to Future Welfare; E-government strategy 2011 – 2015 Copenhagen: Danish Government 2011 

http://www.digst.dk/Servicemenu/English/Policy-and-Strategy/~/media/Digitaliseringsstrategi/Engelsk_strategi_tilgaengelig.
ashx 

90  OECD, Denmark: Efficient e-Government for Smarter Public Service Delivery Paris: OECD Publishing 2010
91  OECD, Denmark: Efficient e-Government for Smarter Public Service Delivery Paris: OECD Publishing 2010
92  Danish Government, The Digital Path to Future Welfare; E-government strategy 2011 – 2015 Copenhagen: Danish Government 2011 

http://www.digst.dk/Servicemenu/English/Policy-and-Strategy/~/media/Digitaliseringsstrategi/Engelsk_strategi_tilgaengelig.
ashx

Box 5.2 10 years of Denmark’s e-Government strategy92

2001: Digital collaboration – examples include digital signatures and ability for citizens to send emails 
to the public sector.

2004: Internal digitalisation and efficient payments – examples include e-invoices, NemKonto  
(a personal account), virk.dk (the business portal), digital document and archive handling systems, 
secure email between authorities

2007: Shared infrastructure and a single point of access – examples include Borger.dk (the citizens 
portal which makes it possible for citizens to have to provide information to the public sector only 
once.); NemID (easy ID – a personal log in for citizens and businesses than allows them to access both 
their personal bank accounts and public sector websites); Nem Log-in (easy log-in), NemSMS (easy SMS), 
Digital Post 9 is a messaging system that allows two-way communication between citizens, businesses 
and all public sector organisations), mandatory use of shared infrastructure

2011: The digital path to future welfare – examples include public sector sending post to citizens  
and businesses digital letter boxes by 2014, all citizens and business have access to self-service on the 
internet, a range of initiatives aimed at digital collaboration with patients, including digital support for 
those with chronic illnesses in their own homes, and telehealth services.
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sector solutions (see box 5.3 for MindLab’s strategic 
objectives). As Mindlab sets out:

  If resources are to be exploited better it is often 
necessary to make direct investments to bring  
new contributors on board and equip them with 
relevant tools and skills. This requires a different 
way of thinking across public authorities and 
departments/sectors. Sometimes one public 
agency must pay for an investment where the 
benefits will be reaped by a completely different 
authority. In other instances, this investment will 
not be repaid until a number of years down the line. 
Establishing successful co-production requires the 
determination to think transversally and to invest 
more in long-term outcomes.94

comprehensive overview. An example of the 
approach in practice is sundhed.dk (‘health’.dk) 
which is the official health website providing  
access to information for patients:

  • In a secure part of the website, the patient has 
access to personal health data on treatments 
and notes from hospital records, information 
about medicine and about visits to the GP etc.

  • Access to various e-services including making 
appointments with GPs, prescription renewals 
and electronic communication with the GP. 

  • Access to information on waiting times at all 
public hospitals and ratings of hospitals in terms 
of patient-experienced quality and service. 

  • Patient networks give the patient the possibility 
to discuss their own disease, treatment etc with 
other patients with a similar diagnosis, which is 
especially relevant for patients with a chronic 
disease.

  • Access to sundhed.dk handbook for patients, 
which consists of 3,000 articles with information 
on diseases and treatment.

For healthcare professionals, it also provides access 
to patients Shared Medication Record and the 
professional version of the healthcare handbook.
There are plans to extend the platform to provide 
tailored, preventative information for citizens who 
wish to maintain healthy lifestyles and assist with a 
stronger link between the treatment and patients’ 
own management93. 

5.3.2 Rethinking – Developing co-production in 
Danish public policy
In 2002, the Danish Ministry of Economic and 
Business Affairs established Mindlab as an internal 
incubator for invention and innovation. It is a 
cross-departmental unit reporting to the Ministries 
of: Taxation; Employment; Children and Education; 
and Business and Growth.

In 2007, a new strategy and a new goal were set for 
MindLab to develop coproduction models in 
public services, ensuring the involvement of both 
citizens and companies in developing new public-

Box 5.3 Strategic Objectives of 
Mindlab

1. Innovation: Development of new and 
proven public solutions that give individuals 
and businesses a better experience of public 
services and produce the desired outcomes.

2. Efficiency: Better use of public resources 
because the new solutions are appropriately 
targeted.

3. Culture: Transformation of the ministries’ 
culture and practices so that they involve 
citizens and businesses more extensively, and 
so that co-operation across the public sector 
is increased.

4. Knowledge: Development and sharing  
of experience and new knowledge that 
encourage innovation in both the public  
and the private sector.

5. Visibility: Communicating MindLab’s  
work and how our parent ministries 
experiment with new methodologies  
and forms of co-operation.

93  Danish Ministry of Health, eHealth in Denmark Copenhagen; Danish Ministry of Health 2012 http://www.sum.dk/~/media/
Filer%20-%20Publikationer_i_pdf/2012/Sundheds-IT/Sundheds_IT_juni_web.ashx

94  MindLab, Coproduction: Towards a new welfare model http://www.mind-lab.dk/en/2013/3/7/publication-co-production [accessed 
March 2013]
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As part of the 2012 Budget Bill, the government 
entered an agreement that places a special focus 
on the large number of unemployed, untrained 
young people and unemployed, young graduates. 
These measures are based on a ‘right and duty’ to 
training and work.

The agreement costs approximately DKK60m per 
year and involves:

  • Training more unemployed young people 
through the adult apprenticeship scheme

  • A job rotation scheme that helps more 
unemployed people enter the labour market

  • A job skills development package for 
academically weak young people.

  • Trainee programmes that give unemployed 
graduates access to the labour market.

The more recent agreement comes after a suite  
of programmes announced in November 2009, 
designed to ensure a quick, intensive and focussed 
approach towards youth aged 15-17, 18-19 and 
18-29. The most innovative aspect of these earlier 
programmes was the introduction of a hiring 
subsidy in the private sector for young people 
under 30 who have been recipients of welfare 
benefits for more than 12 months. The aim is to 
tackle long-term unemployment. In addition, 
young people without qualifications were to take  
a reading and writing test when they register as 
unemployed and the resources were provided for 
remedial literacy and numeracy courses97.

This agenda is challenging in Denmark which does 
not have a strong history of private or third sector 
providers of public services. Initially, unions and 
other commentators were critical of the approach, 
seeing it simply as a means of reducing public 
services. Over time, resistance is being reduced  
as the advantages of a co-production model are 
beginning to be realised. For example, a project 
focussed on supporting highly-skilled migrant 
workers by developing social networks with  
and for them motivated many to stay in Denmark95.

This change in attitude to co-production is due,  
at least in part, to the growing realisation of the 
need for change in light of both demographic 
change and fiscal limits. In Denmark, DKK 100m 
was allocated in 2011 to promote voluntary 
participation in managing local public  
services96. While the direction of travel is towards 
co-production, it is perhaps too early to say 
whether this is a comprehensive change in  
the approach to public services or an additive 
approach to be used at the margins of public 
service delivery.

5.3.3 Reforming - Supporting younger workers
With a history of low unemployment, the recent 
rapid increase in Denmark’s youth unemployment 
rate has generated significant discussion.  Changes 
in the benefits system have led to a reduction from 
four years’ support for unemployed people to two. 
These changes were made in 2010 and, as such,  

the first cohort are about to lose their 
support with potentially 
devastating impacts on 
individuals and families. The 
government is pursuing ‘acute 
work’ schemes with private 

employers to create jobs  
for the long-term 
unemployed.

95  OECD, Together for Better Public Services: Partnering with citizens and civil society Paris: OECD Publishing 2011
96  Davey, K. (ed), Local Government In Critical Times: Policies for Crisis, Recovery and a Sustainable Future Strasbourg: Council of Europe 

2012 http://www.ccre.org/docs/Local_Government_in_critical_times.EN.pdf [accessed March 2013]
97  Scarpetta S, Sonnet A and Manfredi T, OECD Social, Employment and Migration Papers, No. 106: Rising Youth Unemployment During 

The Crisis: How To Prevent Negative Long-Term Consequences On A Generation? Paris: OECD Publishing 2010 http://www.oecd.org/
employment/youthforum/44986030.pdf
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before the fiscal crisis and owed more to the 
advances in medical technology making it a 
functional requirement for larger healthcare units 
(health is devolved to regional government in 
Denmark)101.

In the vision for government, the Prime Minister 
criticises previous practice whereby budgets were 
allowed to slip each year leading to large overall 
increases in expenditure. This is largely due to  
the devolved nature of public service provision  
in Denmark.

To bring this back under control, they introduced  
a budget law that makes it illegal for state, 
municipality and regional governments to exceed 
their budgets. The ceilings will be for a multi-annual 
period of four-years and are to be implemented in 
2014-17102.

Changing the benefits system has been a second 
key aspect of reforms in Denmark. In 2011, the 
Danish Government reached an agreement on 
retirement reforms. The agreement raised the  
early retirement pension age five years earlier than 
expected; shortened the voluntary early retirement 
pension timescale to three years and; introduced a 
‘senior disability pension’ resulting in easier access 
to pensions for ‘worn out’ individuals. Together 
these changes will save DKK20m by 2020103.

Denmark is well-known for the quality of its 
childcare system. There is a general opinion  
that investment is the main idea for learning  
and wellbeing and this starts at a very early age.  
While there have been cuts in other aspects of the 
welfare system, childcare support payments have 
not changed and the new government has opted 
to invest in childcare and has raised provisions 
rather than cut costs.

5.3.4 Retrenchment - Controlling government 
spending
The fiscal crisis has made Denmark more aware  
of its approach to public expenditure. At the 
present time, Denmark is operating a principle  
of ‘zero-growth’ in public sector spending whereby 
the annual inflation-adjusted growth of all tiers of 
the public sector should be 0%99.

As Denmark is a highly devolved state (63%  
of government expenditure is through local 
government100), it is local government that has 
been more severely affected by budget cuts. The 
restructuring of Danish local government occurred 

Box 5.4 Case study: Aarhus and 
young entrepreneurs98

In 2008, Aarhus (the second largest city in 
Denmark) launched a development project  
in which socially vulnerable people get 
professional coaching and take up micro-
loans to start a new life as self-employed 
persons. The project is supported by the 
Ministry of Social Affairs in Denmark.

In the project, the entrepreneur is offered a 
credit of DKK1,000 to 50,000, to establish a 
business. They receive personal coaching, 
professional business coaching and financial 
advice through the project and are part of  
a network of entrepreneurs.

During the pilot study, conducted from the 
middle of 2008 to the beginning of 2010, 
seven entrepreneurs established their own 
businesses. The project has developed a 
model for establishing businesses and  
micro-loans for socially vulnerable people  
in Denmark and a similar programme in 
Copenhagen is modelled on the original 
Aarhus project.

98  Social Innovation Exchange (online) Micro-loans for the socially disadvantaged http://www.socialinnovationexchange.org/ideas-
and-inspiration/local-development-and-communities/case-study/micro-loans-socially [accessed March 2013]

99  OECD, ‘Denmark’ in The Call for Innovative and Open Government: An Overview of Country Initiatives Paris: OECD Publishing 2011
100  OECD, Value for Money in Government: Denmark 2011 Paris: OECD Publishing 2011
101   OECD, Reforming Fiscal Federalism and Local Government: Beyond the Zero-Sum Game Paris: OECD Publishing 2012
102  OECD (online) Denmark – Economic forecast summary (November 2012) http://www.oecd.org/eco/outlook/

denmarkeconomicforecastsummary.htm [accessed March 2013]
103  Danish Ministry of Economic Affairs and the Interior, Denmark’s National Reform Programme 2012 Copenhagen: Danish Ministry 

of Economic Affairs and the Interior 2012 http://ec.europa.eu/europe2020/pdf/nd/nrp2012_denmark_en.pdf



6.1 Background
Québec, in Canada, shares two key characteristics 
of Wales. It is a devolved government within a 
wider ‘nation state’ and it has a strong separate 
cultural identity from Canada, including a second 
official language (French).

With eight million people, it is larger than  
Wales, but it faces a similar challenge in terms of 
demographics. The figures in the table show the 
dependency ratio for Canada as a whole, but it is 
recognised that Québec will face a more significant 
demographic change than the rest of Canada as its 
population ages more rapidly.  In 2010, 15% of the 
population was aged 65 and over, by 2030 it is 
expected to reach 24%104.  

Québec experienced only one quarter of negative 
growth in 2009, and its rapid ‘bounce back’ from 
recession is one of the reasons why it makes an 
interesting case study. Unemployment stands  
at around 8%, comparable with the most recent 
figures for Wales (again, slightly higher than the 
Canada-wide average). But more importantly, 
negative growth was the catalyst to make the 
government more conscious of its debt position. 
Québec has the highest debt level in Canada 
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Table 6: Key figures – Québec

Population (2010) 7,980,000

Per capita GDP (2011, USD/PPP) Canada: $39,070

2010 Central government debt as% of GDP Canada: 36.1%

2010 Public sector expenditure as a % of GDP Canada: 19.2%

Unemployment rate 2011 Canada: 7.4%

Youth unemployment 2012 (% of population aged 15-24) Canada: 13.9%

Dependency ratio (number of those younger than 15 and older 
than 64 per 100 working age persons)

2010 Canada:  
43.9 per 100

2035
(projected)

Canada:  
64.0 per 100

Box 6.1 Government in Québec
Québec is a provincial, or state, government 
forming part of the country of Canada. It has 
responsibility for primary and secondary 
education, health and social services, natural 
resources, property and civil rights, provincial 
and municipal courts and municipal 
institutions. The Federal level in Canada retains 
control of national issues such as defence, 
foreign affairs, the regulation of interprovincial 
and international trade and commerce, 
criminal law, citizenship, central banking and 
monetary policy.

The State legislature is unicameral, with the 
National Assembly of Québec consisting of 
125 members elected on a first-past-the-post 
system which favours majority governments. 
In 2012, the governing party (Québec Liberal) 
dissolved parliament following violent 
protests over student tuition fees. In the 
subsequent election, the Parti Québécois 
were elected to a minority government, with 
Pauline Marois becoming the first woman to 
be Premier of Québec. It was the first time 
since 2007 (and only the third time in Québec 
history) that a minority government was 
formed because no party won an absolute 
majority of the seats. 

The territory of Québec is divided into 17 
administrative regions, inside the regions, 
there are municipalities and regional county 
municipalities (RCMs).

104  Government du Québec, Québec and its Seniors: More 
support for growing old at home 2012 http://www.budget.
finances.gouv.qc.ca/Budget/2012-2013/en/documents/
seniors.pdf 

6. Québec
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2014-15. This compares with an average annual 
growth rate of 5.6% between 2006-07 and 2009-10. 
In describing its overall approach, the Québec 
government states that making provisions for 
improving the management of public finances  
and balancing the budget is vital because:

  • Québec is the most heavily indebted province 
in Canada.

  • The accelerated ageing of the population  
is putting greater downward pressure on 
government revenues and greater upward 
pressure on health expenditures and retirement 
plans111.

A final contextual point relates to the nature of 
policymaking in Québec. There is a culture of 
intense stakeholder dialogue during policy 
development through a process referred to as 
concertation. This sense of co-operation and 
solidarity may well be a result of Québec’s status  
as a distinct French-speaking culture within a larger 
Anglophone country. This type of co-construction 
of public policy was used to great effect in the 
development of the social economy.

6.3 Policies and innovations of interest
The overarching strategy for Québec’s recovery  
can be found in the budget report Investing for  
our Prosperity112. The overall approach can also be 
characterised as preventative, focusing on reducing 
poverty by facilitating labour market activity and 
improving wellbeing by supporting older people  
to stay in their homes for as long as possible. These 
initiatives also, of course, reduce pressure on the 
public purse in both the short and medium-term. 
However, they are not cheap options, with Québec 

with gross debt at 55% of GDP in 2012105. As an  
indicator of the level of concern about the debt, 
the Montreal Economic Institute has an online ‘debt 
clock’ showing in real time how public sector debt 
is increasing106.

When the new government unveiled their budget 
in November 2012, they argued that the growth  
in the economy in the years leading up to the 
recession had ‘relied too heavily on public spending 
and indebtedness. Using the State’s credit card creates 
the illusion of prosperity. But that is a dangerous 
illusion that ultimately leads to impoverishment.’ 107

6.2 The context for public service change
The need to reduce the deficit has led to a rapid 
change in government in Québec.  In 2012, the 
government proposed an 82% increase in tuition 
fees and Montreal was the scene of numerous 
youth demonstrations, protesting against the 
increase in tuition fees and the general approach  
of the government to reducing the deficit108.  
These led directly to a general election in which a 
new minority government (Parti Québecois) was 
elected. They campaigned against the increase to 
tuition fees and in their first budget, the Minister  
of Finance and the Economy, Nicolas Marceau 
cancelled the increase in tuition fees enacted by 
the previous government109.

The new government remains committed to  
the overall target, instigated by the previous 
government, of reducing the gross debt of the 
province to 17% of GDP in 2026110. In the short-
term, two-thirds of the reduction in spending will 
come from capping government spending, limited 
to an overall growth of 1.8% in 2013-14 and 2.4% in 

105  Government du Québec, Budget 2012-13 2012 http://www.budget.finances.gouv.qc.ca/Budget/2012-2013/en/documents/
budgetplan.pdf 

106  Montreal Economic Institute (online) http://www.iedm.org/27-quebec-debt-clock 
107  Government du Québec, Budget Speech 2013-14 2012
108  Guardian (online) Québec’s students provide a lesson in protest politics Friday 7 September 2012 http://www.guardian.co.uk/

commentisfree/2012/sep/07/quebec-students-lesson-protest-politics [accessed March 2012]
109  Government du Québec, Press Release: Budget 2013-14 A government close to families 2012 http://www.budget.finances.gouv.

qc.ca/Budget/2013-2014/en/documents/Communique_1en.pdf 
110  Enacted in the Act to Reduce the Debt and Establish the Generations Fund 2012 http://www.canlii.org/en/qc/laws/stat/rsq-

c-r-2.2.0.1/latest/rsq-c-r-2.2.0.1.html 
111  Government du Québec, Budget 2012-13 2012 http://www.budget.finances.gouv.qc.ca/Budget/2012-2013/en/documents/

budgetplan.pdf
112  Government du Québec, Investing for our Prosperity: the Government’s economic vision 2012 http://www.budget.finances.gouv.

qc.ca/Budget/2013-2014/en/documents/Investing.pdf
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of legitimacy that is gradually moving it from the 
margins to the mainstream115.

The social economy sector is estimated to  
consist of over 6,200 co-operative and non-profit 
enterprises that employ 65,000 people and 
generate over $4.3bn in sales116. The sector is 
supported by government financing, recognising 
that social enterprises often struggle to access 
funding on the private market. For example,  
Le fonds de développement emploi-Montréal  
is a community-based development fund that 
extends loans ranging from $25,000 to $100,000  
to initiatives that create economic vibrancy in 
Montreal. A total of $5.8m was invested between 
2009 and 2010117.  By 2013, there were so many 
individual funds that the new government has 
proposed consolidating into a single fund118.

The social economy in Québec predated the fiscal 
crisis, but can be seen as a reaction, and solution, 
to the ageing population, by providing exactly  
the kinds of services that make it possible for  
the elderly to stay in their homes.  The domestic 
home care industry provides things such as 
housecleaning, meal preparation, shopping 
assistance and odd jobs. As described by Nancy 
Neamtan, the director of the Centre for the Social 
Economy by the mid-2000s the social economy 
‘home care businesses’ in Québec:

  Employs almost 8,000 people, half of whom were 
previously unskilled welfare recipients. By offering 
over 5.6 million hours of home care services to over 
76,000 clients, the majority of whom are over 75 
years old, these organisations have created jobs, 
taken pressure off public sector services, delayed 
institutionalization for many elderly people, 
reduced the welfare rolls and assured access to 
home care services in record time to all 
communities across the province119.

investing heavily in both aspects of the strategy, 
‘the government’s vision is that ‘we must invest in order 
to ensure our prosperity.’113

6.3.1 Rethinking – The rise of the social economy
The social economy in Québec has been 
‘extensively documented’ by researchers, 
practitioners and government in Canada114,  
but its origins and characteristics are unlikely  
to be well known to those in Wales.

In 1996, the then government held a Summit on 
the Economy and Employment bringing together 
business leaders, employers’ associations, labour 
federations, institutions, municipalities, as well as 
representatives of social movements. The objective 
of the Summit was to enable a broad consultation 
on the economic and fiscal crises in Québec at  
the time. 

The resulting report of the Task Force on the Social 
Economy set out the key aspects of the social 
economy, seen as separate from both the capitalist 
economy of provision of goods and services for 
profit, and the traditional public sector. It consisted 
of social enterprises, co-operatives, and other types 
of not-for-profit organisations. The summit led to 
the creation of the Chantier de l’economie sociale 
(the Centre for the Social Economy) which, as of 
1999, became the umbrella body for the sector  
and its representative with the government. 

These developments were happening at the same 
time as in other countries and regions, but as 
Mendell and Neamtan note the scale of the action 
in Québec differed: 

  By placing the social economy squarely into the 
centre of economic activity, as a key and significant 
producer of goods and services under different 
organisational structures, it has assumed a level  

113  Ibid 
114  Mendell M and Neamtan N, The Social Economy in Québec: Towards a new political economy 2008 http://www.ssc.wisc.

edu/~wright/Social%20Economy%20PDFs/Quebec%20Social%20Economy/Mendell%20Neamtan%202008.pdf
115  Ibid
116  Envision (online) Social Economy Enterprises in Québec http://www.envision.ca/pdf/SocialEconomy/SE_Enterprises_QC.pdf 

[accessed March 2013]
117  Social Finance Canada (online) Your Guide to Social Finance http://socialfinance.ca/guide/who-is-involved/canadas-cooperative-

sector-and-quebecs-social-economy [accessed March 2013] 
118  Government of Québec, Investing for our Prosperity: The government’s economic vision 2012 http://www.budget.finances.gouv.

qc.ca/Budget/2013-2014/en/documents/Investing.pdf 
119  Neamtan N, ‘The Social Economy: finding a way between the market and the state’ in, Policy Options July/August 2005
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their wellbeing by seeing them as active 
contributors to society.

The 2012-13 Budget includes a number of 
initiatives to encourage active participation of the 
older population in the workforce. These include 
the introduction of a non-refundable tax credit for 
experienced workers aged 65 and over. Coupled 
with an ‘adjustment’ of pension entitlements, this 
incentivises employment by making sure that  
older people are always better off in work than  
on state assistance. They are also opening up a 
funding stream for older entrepreneurs, providing 
financial assistance to those who wish to use their 
experience to set up a new business.

The aim of encouraging older people to stay  
in employment is partly economic, but also  
as a mechanism to improve their health and 
wellbeing. The longer people are active in their 
communities, the less they will require from the 
state infrastructure. The second aspect of preparing 
for an ageing population in Québec is to support 
and encourage people to stay in their own homes 
for as long as it is safe.

The Growing Old at Home programme instigated 
by the previous government is budgeted at $104m 
over three years. It follows the ‘preference of service 
users for remaining in their own homes’. This will be 
spent on:

  • Community-based projects
  • Adapting health services to the needs  

of older people in their own homes
  • Additional investments to make housing 

affordable, safe and adapted to the needs  
of older people 

  • Tax assistance to help older people remain  
in their homes, including support to informal 
carers.

The new government has committed to 
continuing and extending this programme by a 
further $110m. Support for this programme comes, 
in part, from a 25% reduction in administrative 
costs saving $50m in 2013-14.

The clients of this service pay a sliding scale  
$4-18 (Canadian dollars) per hour depending on 
household income for the service.  The employers 
are subsidised by the government to supplement 
wages bringing them up to the level of the living 
wage.  The change in government does not seem 
to have altered the social economy approach to 
ageing with social economy organisations named 
as key partners in the governments Ageing and 
Living Together policy120.

The new government made a commitment to  
the social economy and will adopt framework 
legislation to recognise, promote and develop  
the social economy further. Introduced in March 
2013, the Social Economy Bill aims to recognise  
the contribution of the social economy to the 
socioeconomic development of Québec by 
creating a Panel of Social Economy Partners to 
advise the Minister. Ministers will be required  
to take the social economy into consideration  
in existing measures and programmes, when 
updating those measures and programmes,  
and in developing new tools for enterprises. They 
must also, whenever it is relevant, promote the 
social economy initiatives carried out in Québec. 

6.3.2 Reforming - Taking a preventative 
approach to older age
In considering how to reduce the debt level and 
manage an ageing population, Québec has taken 
the innovative approach of investing in older 
people’s participation in the labour market.  
Unlike other jurisdictions that see older people as 
exclusively a social care issue, Québec sees older 
people as an asset to the economy. Over three 
years, they are investing $84m in the active 
participation of older people in the economy.
The proposals in the budget follow a Commission 
on the economic participation of those aged 55 
and over, which involved a regional tour (carried 
out in early 2012) to consult with citizens on the 
implications of an ageing population for the 
economy. They found general agreement that 
human capital is ‘a source of wealth that must be 
invested in’. By encouraging participation in the 
economy, the strategy both reduces the calls on 
state assistance from older people and improves 

120  Government of Québec, Aging and Living Together: At Home, in One’s Community, in Québec 2011 http://www.mfa.gouv.qc.ca/fr/
publication/Documents/politique-vieillir-et-vivre-ensemble_English_version.pdf 
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arguing that ‘the effort begins at daycare and 
kindergarten where the most effective tools for 
preventing future citizens from dropping out and 
giving them a chance are found.’ 127 

The efforts at provincial level are matched by the 
approach of the Federal Government in Ottawa 
which has introduced a new Caregiver Tax Credit 
which provides a top-up payment for people who 
are looking after a relative in their own home121.

6.3.3 Retrenchment – Reneging on promises to 
working families and students
The childcare programme was launched by the 
Québec government in September 1997. Back 
then, it cost parents $5 per day, and initially it 
targeted four year olds. The programme was then 
progressively extended to younger children. It was 
opened to all preschool-age (0 to four) children in 
September 2000. In January 2004, the daily fee was 
raised to $7. In March 2011, the programme was 
serving nearly half of all Québec children in this  
age group. 

Childcare services, like the example of homecare 
services for older people mentioned in 7.3.1,  
are delivered by largely social economy 
organisations. Originally, this was a requirement  
of the programme but in the mid-2000s, the rules 
were relaxed allowing for-profit organisations to 
receive subsidies122. In 2011-2012, the provincial 
government expected to spend $2.2m (0.7% of 
Québec’s GDP) to subsidise low-fee childcare.  
Box 6.2 outlines the benefits of the scheme.

In late 2012, the new government announced an 
extension of the childcare programme to fund an 
additional 28,000 spaces at $7 by 2016-17 to ensure 
that all children have access to childcare:

  We will finally be able to say with pride: one child, 
one space126.

In addition to the benefits to families they also 
clearly link it to their economic programme, 

121  CARP (online) The People Behind the Numbers – Pre-Budget Consultations http://www.carp.ca/2012/10/03/the-people-behind-the-
numbers-pre-budget-consultations/ [accessed March 2013]

122  Wright E O, Envisioning Real Utopias Brooklyn: Verso 2010
123  Fortin P, Godbout L and St-Cerny S, Impact of Québec’s Universal Low Fee Childcare Program on Female Labour Force Participation, 

Domestic Income and Government Budgets University of Sherbrooke 2012 http://www.usherbrooke.ca/chaire-fiscalite/fileadmin/
sites/chaire-fiscalite/documents/Cahiers-de-recherche/Etude_femmes_ANGLAIS.pdf 

124  Government du Québec, Investing for our Prosperity: the Government’s economic vision 2012 http://www.budget.finances.
gouv.qc.ca/Budget/2013-2014/en/documents/Investing.pdf 

125  Brodeur A and Connolly M, Do Higher Childcare Subsidies Improve Parental Well-being? Evidence from Quebec’s Family Policies 
Working Paper 12-23 Centre Interuniversitaire sur le Risque les Politiques Economiques et l’Emploi 2012 http://halshs.archives-
ouvertes.fr/halshs-00699671

126  Government du Québec, Press Release: Budget 2013-14 A government close to families 2012 http://www.budget.finances.gouv.
qc.ca/Budget/2013-2014/en/documents/Communique_1en.pdf

127  Government du Québec, Investing for our Prosperity: the Government’s economic vision 2012 http://www.budget.finances.gouv.
qc.ca/Budget/2013-2014/en/documents/Investing.pdf

Box 6.2 Evaluating the impact of 
the childcare programme
1. Labour force participation Labour force 
participation rate of mothers in Québec is 
higher than the national average. The increase 
in women in employment in Québec has 
been particularly marked among mothers  
of children under the age of 15 and among 
heads of single-parent families. Academic 
research has calculated that the low-fee 
childcare programme was responsible for 
about 70,000 additional Québec mothers 
being at work in 2008, leading to a $5.1bn 
increase in provincial domestic income (GDP) 
in that year.  As the researchers note: ‘One way 
to sum it up is that in 2008 each $100 of daycare 
subsidy paid out by the Québec government 
generated a return of $104 for itself and a 
windfall of $43 for the federal government.123’ 

2. Mini baby boom As an unintended 
consequence, the number of births in  
Québec went up from 76,000 in 2005 to 
88,500 in 2011124.

3. Improved parental wellbeing Detailed 
analysis on the impact of Québec’s childcare 
subsidies on the wellbeing of parents found 
that while there was a very small decrease  
in overall wellbeing, subjective wellbeing  
for those on low incomes increased 
significantly125.
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However, in March 2013, the government 
announced cuts worth $37.9m from the non-profit 
daycare sectors budget. This represents 3.5% of the 
entire budget allocated to the non-profit daycare 
system128.  These cuts will be made by reducing the 
adult: child ratio on subsidised daycare settings. 
These cuts reinforce concerns by commentators 
that while the system does provide low-cost 
childcare, it does so by sacrificing the quality of 
childcare129.

The students who protested against the large 
increase in tuition fees in 2012 – and arguably 
brought down the previous government during 
the ‘Maple Spring’ – were also feeling let down by 
the new Parti Québecois government by spring 
2013. While the large increases in fees have been 
avoided, the higher education funding shortfall still 
exists and the government have introduced a new 
bill which would index tuition fees to the rate of 
inflation. According to the National Post this would 
work out at roughly $70 more a year in 2014, ‘one 
fifth the increase proposed by the Liberals, and less 
than the cost of three cases of beer’ 130. The students, 
however, argue that the plan will cost far more than 

that and have been protesting again, partly due to 
lack of consultation in the process and partly due 
to what they see as broken promises.

These two examples show the difficulties  
faced by political parties, whose values of 
egalitarianism and social democracy are an aid 
to getting elected but who, once in power, are 
faced with the same difficult public policy decisions 
of their predecessors.

128  CBC (online) Québec to slash daycare budget by $56M 16 March 2013 http://www.cbc.ca/news/canada/montreal/
story/2013/03/16/quebec-daycare-budget-cuts.html [accessed March 2013]

129  See for example Sun News (online) One Look at Québec Daycare Reveals Poor Quality 25 March 2013 http://www.sunnewsnetwork.
ca/sunnews/straighttalk/archives/2013/03/20130325-085016.html 

130  National Post (online) Could Québec’s Students Bring Down a Second Government? 13 March 2013 http://fullcomment.nationalpost.
com/2013/03/07/tasha-kheiriddin-could-quebecs-students-bring-down-a-second-government/ [accessed March 2013]



7.1 Background 
With a population of 16.7 million and GDP per 
capita of $42,478, the Netherlands is much larger  
– and certainly richer – than Wales. However, the 
Dutch also have one of the highest inflation rates  
in the Eurozone134 and falling levels of household 
income135. Unemployment is lower in the 
Netherlands than Wales, but the comparative 
figures presented above hide a very rapid rise from 
4.4 in 2011% in 2008 to 7.7% in February 2013136. 
Youth unemployment has also risen sharply and is 
now double that of the general population at 15% 
in January 2013137.

As in Wales, the Dutch have a strong sense of social 
solidarity138 and a population that is ageing more 
rapidly than the UK: the elderly dependency rate in 
the Netherlands is set to rise from 22.9% in 2008 to 
35.15% in 2025139.

How then, are the Dutch balancing the needs  
of their ageing population with their famously  
tight fiscal control? Could the pragmatic and 
co-operative Dutch approach to policymaking  
be of interest to policymakers in Wales?
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Table 7: Key figures – the Netherlands

Population (2010) 16, 620, 000
Per capita GDP (2010, USD/PPP) $42,837
2010 Central government debt as% of GDP 51.8%
2010 Public sector expenditure as a % of GDP 45.3%
Unemployment rate 2011 4.4%
Youth unemployment 2012 (% of population aged 15-24) 9.3%
Dependency ratio (number of those younger than 15 and 
older than 64 per 100 working age persons)

2010 49.3 per 100

2035 (projected) 71.9 per 100

131  BBC News Europe: Netherlands Profile (online) http://www.bbc.co.uk/news/world-europe-17740800 [accessed February 2013]
132  Senate of the Dutch Parliament (online) http://www.eerstekamer.nl/begrip/english_2 [accessed February 2013]
133  The Dutch House of Representatives (online) http://www.houseofrepresentatives.nl/ [accessed February 2013]
134  CBS – Statistics Netherlands (online) Dutch inflation considerably above eurozone level 26 March 2013 http://www.cbs.nl/en-GB/

menu/themas/dossiers/eu/publicaties/archief/2013/2013-3804-wm.htm [accessed April 2013]
135  CBS – Statistics Netherlands (online) Available household income 3.2 percent down in 2012 29 March 2013 http://www.cbs.nl/en-

GB/menu/themas/dossiers/conjunctuur/publicaties/artikelen/archief/2013/2013-022-pb.htm [accessed April 2013]
136  CBS – Statistics Netherlands (online) Rapid unemployment growth continues in February 21 March 2013 CBS http://www.cbs.nl/

en-GB/menu/themas/arbeid-sociale-zekerheid/publicaties/artikelen/archief/2013/2013-021-pb.htm [accessed April 2013]
137  Government of the Netherlands (online) Government makes €50 million extra available to fight youth unemployment 5 March 2013 

http://www.government.nl/news/2013/03/07/government-makes-50-million-extra-available-to-fight-youth-unemployment.
html [accessed March 2013]

138  Bijl R, Boelhouwer J, Cloïn M, Pommer E, The Social State of the Netherlands (De sociale staat van Nederland), The Hague: The 
Netherlands Institute for Social Research 2012

139  Eurostat- Projected old-age dependency ratio (online) http://epp.eurostat.ec.europa.eu/tgm/table.
do?tab=table&plugin=1&language=en&pcode=tsdde511[accessed April 2013]

7. The Netherlands

Box 7.1 Government in the 
Netherlands
The Netherlands is a constitutional monarchy 
with a bicameral national parliament131: the 
Senate (which functions much like the House 
of Lords in the UK)132 and the directly elected 
House of Representatives. The 150 members 
of the House of Representatives are elected 
by proportional representation every four 
years133. A grand coalition government 
between Prime Minister Mark Rutte’s People’s 
Party for Freedom and Democracy (VVD) and 
the Labour Party has been in power since 
November 2012. Mark Rutte’s previous 
government collapsed in April 2012 just 18 
months after elections in 2010 (see below). 

There are two levels of local government  
in the Netherlands: the 12 provinces which 
are responsible for interpreting national  
policy in the regional context and the 412 
municipalities which have control over local 
implementation of national policy.
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consensus building and arriving at pragmatic 
solutions that developed in the 1980s and 90s.  
A number of commentators have suggested that 
the ‘Polder Model’ is alive today145 and may account 
for the – relatively – smooth ride the government 
has had in tough financial times146.

7.3 Policies and innovations of interest
The coalition agreement Building Bridges147 rests  
on three central pillars: ‘putting our public finances  
in order, ensuring fair distribution and working for 
sustainable growth.’ In Building Bridges, future 
growth and long-term sustainability is best 
delivered by investing in good quality education, 
green growth and innovation. Consequently 
education, research and energy (in particular 
low-carbon energy initiatives) are all protected 
from cuts, but public administration, healthcare 
and social security face budget reductions to 
deliver net savings of €16bn by 2017. Those with 
broader shoulders are expected to contribute most. 
Citizens on below-average incomes are expected 
to be better off as a result of the policy measures148. 

Like many of the countries covered in this  
review, we were unable to discern an appetite  
for fundamental review and rethink of Dutch  
public services in response to current challenges. 
Public service reforms since the 1990s have, with  
a few notable exceptions, been largely managerial: 
focussing on slimming down and simplifying  

7.2 Context for public service change 
While the Dutch may not be facing quite the same 
financial pressures as Wales, the road to austerity 
has not been without controversy. The budget 
deficit has been above the EU target of below  
3% of GDP since 2009, and a number of austerity 
packages have now been passed in an attempt to 
bring the country’s finances in line. The most recent 
package of €4.3bn of cuts was announced in March 
2013140. Disagreements over a €16bn austerity 
package led to the resignation of Prime Minister 
Mark Rutte in April 2012 and the collapse of his 
minority coalition government141 after the far-right 
Freedom Party had refused to back the austerity 
package142. 

New elections in September 2012 saw votes split 
between the centre-left and centre-right. Rutte’s 
liberal People’s Party for Freedom and Democracy 
(VVD) and the Labour Party have now formed  
a ‘grand coalition’. The title of their coalition 
agreement ‘Building Bridges’ is a nod to the 
sacrifices that both parties have made to agree  
a ‘centrist’ programme for government143. Rutte’s  
new cabinet, sworn-in in November 2012, is seen  
as more pro-austerity and pro- EU than the 
previous one144.

Consensus building and co-operation characterise 
the Dutch approach. The ‘Polder Model’ is the  
term used to describe the tripartite approach to 

140  Bloomberg (online) Dutch Plan Extra Austerity Measures to Ease 2014 Deficit, 1st March 2013 http://www.bloomberg.com/
news/2013-03-01/dutch-plan-extra-austerity-measures-to-ease-2014-deficit.html [accessed March 2013]

141  Leisink P, Weske U, Knies E, Social Dialogue and the public services in the aftermath of the economic crisis: strengthening partnership in 
an era of austerity – the case of The Netherlands, London: European Commission/ Kings College London 2012

142  The Telegraph (online) Dutch prime minister Mark Rutte resigns over austerity measures 23 April 2012 http://www.telegraph.co.uk/
news/worldnews/europe/netherlands/9221378/Dutch-prime-minister-Mark-Rutte-resigns-over-austerity-measures.html 
[accessed February 2013]

143  The Economist (online) Same old Dutch 3 November 2012 The Economist (online) http://www.economist.com/news/
europe/21565661-polder-model-back-same-old-dutch [accessed March 2013]

144  BBC News Europe: Netherlands Profile (online) http://www.bbc.co.uk/news/world-europe-17740800 [accessed February 2013]
145  The Economist (online) Same old Dutch 3rd November 2012 http://www.economist.com/news/europe/21565661-polder-model-

back-same-old-dutch [accessed March 2013]
146  Times Colonist (online) Dutch ‘Polder Model’ of sharing pain helps country agree on austerity in economic downturn 25 January 2013 

http://www.timescolonist.com/business/dutch-polder-model-of-sharing-pain-helps-country-agree-on-austerity-in-economic-
downturn-1.56156 [accessed March 2013]

147  Government of the Netherlands (online) Coalition Agreement: Building Bridges http://www.government.nl/government/
coalition-agreement [accessed March 2013]

148  Government of the Netherlands (online) Coalition Agreement: Building Bridges, I. Getting the Netherlands out of the crisis: solid, sound 
and socially responsible http://www.government.nl/government/coalition-agreement/i-getting-the-netherlands-out-of-the-
crisis-solid-sound-and-socially-responsible [accessed March 2013]
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The second tier of local government – the 
municipalities – will gain additional powers and 
responsibilities and will also be reduced in number. 
The goal is to reduce the number of municipalities 
by 75 by 2017154, however, mergers here appear to 
be, at least initially, voluntary.

These changes are taking place against the 
backdrop of budget cuts and while some 
municipalities have been able to innovate  
(see box 7.2) there is concern that the pace  
of change may be too great155. 

Municipalities are being asked to make difficult 
decisions about cutting services that they have 
little practical knowledge of delivering. There are 
also concerns that a new layer of bureaucracy 
between central and local government is 
developing that could hamper innovation156.

7.3.2 Reforming - Long term care
Significant reforms took place in the Dutch 
healthcare system, in 2006, pre-financial crisis157. 
They were driven primarily, by inefficiencies and 
failings in the existing two-tier health system. 
Universal basic and essential healthcare insurance  
is now provided by private insurance companies158 
and the system is overseen and regulated by the 
state. The aim is a competitive, high-quality patient 
centred healthcare system and indeed Holland 
recently came top in the 2012 Euro Health 
Consumer Index159.

the public sector whilst improving services  
for citizens149. The ‘Compact Civil Service’ 150 

programme is one such example and is  
central to current cuts in public administration.  
The National Court of Audit has, however, 
questioned whether the efficiency savings 
expected are actually deliverable151.

One commentator has suggested that the 
consensus building and hectic negotiations  
that surrounded the cabinet formation and 
coalition agreement in late 2012 may partly  
explain why a more radical rethink of public 
services in the face of the current financial  
crisis is absent152.

7.3.1 Restructuring - Decentralisation and local 
innovation
The shifting of powers and responsibilities outlined 
in Building Bridges are perhaps the most significant 
post – financial crisis – structural restructuring we 
found in our rapid review.

Welsh readers will be familiar with the moves 
toward localisation, across the border, in England. 
However, while the Dutch believe that bringing 
public services delivery closer to citizens will  
lead to cost savings and efficiencies153, a similar 
overarching, ideological narrative appears to be 
absent in Holland.

Provincial powers will be scaled back and there  
will be compulsory mergers so that the number  
of provinces is reduced to 10.

149  Leisink P, Weske U, Knies E, Social dialogue and the public services in the aftermath of the economic crisis: strengthening partnership in 
an era of austerity - the case of The Netherlands, London: European Commission/ Kings College London 2012

150  Court of Audit: State of Central Government Accounts 2011 (online) http://www.courtofaudit.nl/english/Publications/Audits/
Introductions/2012/05/State_of_Central_Government_Accounts_2011 [accessed March 2013]

151  Ibid
152  Kicker W, States Managing the Fiscal Crisis States Managing the Fiscal Crisis: Britain, Germany and The Netherlands An International 

Comparison http://www.esade.edu/public/modules/news/files/public24_kickert_managing_the_fiscal_crisis.pdf [accessed 
March 2013]

153  Government of the Netherlands (online) Coalition Agreement: Building Bridges, XIII. Good governance http://www.government.nl/
government/coalition-agreement/xiii-good-governance [accessed March 2013]

154  Government of the Netherlands (online) Coalition Agreement: Building Bridges: Coalition agreement, Annexe A + B http://www.
government.nl/government/documents-and-publications/reports/2012/10/29/coalition-agreement-annexe-a-b.html [accessed 
March 2013]

155  Anecdotal: from interview March 2013
156  Anecdotal: from interview March 2013
157  Daley C, Gubb J, Healthcare Systems: The Netherlands, London: Civitas 2011 http://www.civitas.org.uk/nhs/download/

netherlands.pdf 
158  Government of the Netherlands (online) Health Issues http://www.government.nl/issues/health-issues/health-insurance 

[accessed March 2013]
159  Björnberg A, Euro Health Consumer Index 2012, Danderyd: Health Consumer Powerhouse 2012 http://www.healthpowerhouse.

com/files/Report-EHCI-2012.pdf
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Some restructuring and small-scale reform  
is therefore occurring. This has been focused  
on reducing reliance on institutional care and 
improving quality whilst reducing costs (through 
better targeting and efficiencies)164 but there has 
also been investment in staff165. 

One of the notable casualties of recent changes  
has been the popular personal health budgets 
(persoonsgedebonden budget – PHBs)166. In 2012, 
eligibility for PHBs was radically reduced to those 
requiring residential care only167. PHBs had been 
broadly considered a win-win mechanism: offering 

Long-term care is, however, still largely funded 
through a central government fund161. A total  
of 3.8 % of GDP is currently spent on a relatively 
generous long-term care system that includes 
home help, nursing home accommodation costs 
and help with administrative tasks. The Dutch are 
also heavily reliant on institutional care and have 
one of the highest rates of older people in 
institutions in the OECD162.

Spending is set to rise to 8.1% of GDP by 2060 as 
the population ages and demand for long term 
care more than doubles163.

160  Gemeente Molenwaard (online) https://www.gemeentemolenwaard.nl/mozard/!suite05.scherm0575 [accessed March 2013]
161  Long term care is regulated by the ‘Exceptional Medical Expenses Act’ see Government of the Netherlands (online), Health Issues 

http://www.government.nl/issues/health-issues/health-insurance [accessed March 2013]
162  Schut E, Sorbe S and Hoj J, ‘Health Care Reform and Long Term Care in the Netherlands’, OECD Economics Department 

Working Papers No. 1010, Paris: OECD 2013 http://www.oecd-ilibrary.org/docserver/download/5k4dlw04vx0n.
pdf?expires=1363710538&id=id&accname=guest&checksum=A4544FCED99E084897D7C75C35072926 

163  Ibid
164  Ibid and Government of the Netherlands (online) Coalition Agreement: Building Bridges: VII. Bringing care closer to home  

http://www.government.nl/government/coalition-agreement/vii-bringing-care-closer-to-home [accessed March 2013]
165  Ministry of Health, Welfare and Sport, Programme Letter Concerning Long-Term Care, The Hague: Ministry of Health, Welfare and 

Sport, 2011 http://www.government.nl/documents-and-publications/parliamentary-documents/2011/06/01/programme-
letter-concerning-long-term-care.html 

166  White C, Improvement in Practice: The Personal Touch, London: The Health Foundation 2011 http://www.health.org.uk/
publications/personal-health-budgets/ 

167  Ministry of Health, Welfare and Sport, Programme Letter Concerning Long-Term Care, The Hague: Ministry of Health, Welfare and 
Sport 2011 http://www.government.nl/documents-and-publications/parliamentary-documents/2011/06/01/programme-letter-
concerning-long-term-care.html 

Box 7.2 Case Study: Rethinking at the local level - Molenwaard
On January 1 2013, three small municipalities merged to become the municipality of Molenwaard160. 
Finances dictated that building a new city hall was out of the question so alternatives had to be 
explored. 

Molenwaard has responded by turning the typical local government model on its head. Rather than 
housing specialist civil servants at one central location and expecting citizens to travel, Molenwaard staff 
are spread throughout the district. Civil servants now visit citizens in their own villages bringing the city 
hall to them. The changes mean that staff must be flexible and able to answer cross-departmental 
questions, but early feedback is that citizens value being closer to government and find it more efficient  
to deal with just one official. A shift to e-Government is also occurring. 

Molenwaard’s strategy is to ‘seduce’ citizens online by making certain services cheaper online than face 
to face. Initial investment has already led to savings.

Citizen capacity is also being invested in. In exchange for money and support from the municipality, 
citizens are invited put in time, money and skills to take forward local projects. Known as ‘Citizen 
Participation’, this partnership approach has allowed projects that would otherwise have stalled through 
lack of resources to get off the ground. A pot of money for such projects has been set aside.
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The most significant restructuring has been to  
shift responsibility for purchasing different aspects 
of long-term care from regional intermediaries 
direct to the health insurers and municipalities. 
Decentralisation has already proved successful in 
reducing costs for home help, but there is some 
concern about whether it can do the same for 
other aspects of care170.

7.3.3 Retrenchment – Increasing workforce 
participation
Like all countries with an ageing population, the 
Dutch tax base is set to shrink over time, leaving 
behind a significant gap in public finances unless 
policies change171. At the same time as growth 
continues to stall, The Netherlands’ good record  
on unemployment172 is changing. Unemployment 
has been rising since 2008173 and public concern is 
increasing, particularly about youth unemployment 
which is significantly higher174.

Accordingly, the government has set a target  
to raise the tax base and increase gross labour 
participation to 80% by 2020175. Policies designed 
to ensure that work pays and unemployment traps 
can be avoided have been introduced. These have 
included tighter restrictions for disability benefits 
and reform of the associated legislation as well as 
targeted measures for other specific groups176:

  • Young people: Once the country with the 
lowest youth unemployment in Europe, the 
Netherlands now lingers behind Germany  
and Austria177. A Youth Unemployment Action 

patients greater control over their care whilst 
costing the state less than the equivalent in-kind 
care. There is concern that this retrenchment may 
prove a counterproductive step169.

168  Sinclair A, A Life Worth Living, Edinburgh: SCVO 2011 http://carnegieuktrust.org.uk/publications/2011/a-life-worth-living
169  Schut E, Sorbe S and Hoj J, ‘Health Care Reform and Long Term Care in the Netherlands’, OECD Economics Department 

Working Papers No. 1010, Paris: OECD 2013 http://www.oecd-ilibrary.org/docserver/download/5k4dlw04vx0n.
pdf?expires=1363710538&id=id&accname=guest&checksum=A4544FCED99E084897D7C75C35072926

170  Ibid
171  Ministry of Economic Affairs, Agriculture and Innovation, National Reform Programme 2011,The Netherlands, The Hague: Ministry 

of Economic Affairs, Agriculture and Innovation 2011 http://ec.europa.eu/europe2020/pdf/nrp/nrp_netherlands_en.pdf
172  OECD (online) Country statistical profile: Netherlands http://www.oecd-ilibrary.org/economics/country-statistical-profile-

netherlands_20752288-table-nld [accessed March 2013] 
173  Ibid 
174  Government of the Netherlands (online) Government makes €50 million extra available to fight youth unemployment 5 March 2013 

http://www.government.nl/news/2013/03/07/government-makes-50-million-extra-available-to-fight-youth-unemployment.
html [accessed March 2013]

175  Ministry of Economic Affairs, Agriculture and Innovation, National Reform Programme 2011,The Netherlands, The Hague: Ministry of 
Economic Affairs, Agriculture and Innovation, 2011 http://ec.europa.eu/europe2020/pdf/nrp/nrp_netherlands_en.pdf 

176  Government of the Netherlands (online) Coalition Agreement: Building Bridges: II. Social security and income policy http://www.
government.nl/government/coalition-agreement/ii-social-security-and-income-policy [accessed March 2013] 

177  Eurostat (online) Euro area unemployment rate at 11.8% 8 January 2013 Eurostat News Release http://epp.eurostat.ec.europa.eu/
cache/ITY_PUBLIC/3-08012013-BP/EN/3-08012013-BP-EN.PDF [accessed March 2013]

Box 7.3 Buurtzorg nurses – 
Rethinking local services
Buurtzorg (Community Care) nurses are a 
good example of how the Dutch patient-led 
healthcare system has supported innovation 
in delivery. Buurtzorg was founded by a  
former nurse, turned manager who had 
grown frustrated with the traditional, overly 
bureaucratic, top down model of community 
nursing care. Buurtzorg nurses are the 
opposite: highly-qualified nurses work  
with individual patients to understand each 
patient’s personal situation, what individuals 
and families can do for themselves and where 
their nursing support is most required. The 
aim is to reduce hours of contact where 
possible by building on the patient’s own 
capacities. Nurses work in small teams with 
minimal back office support and are highly 
autonomous. This is made possible with 
digital technology (which also reduces 
overheads). Patients and staff satisfaction is 
high and costs are low as typically patients 
require fewer hours with a Buurtzorg nurse. 
The number of Buurtzorg nurses has grown 
from just four in 2007 to 4,700 in 2012168.
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year and further knowledge exchange is being 
supported180.

  • Working families: Reforms to the childcare 
benefits system in 2007 shifted the upfront  
costs of childcare to families and some of  
our interviewees have suggested that this has 
made it more difficult for both parents to be in 
full-time employment. Part-time employment 
amongst women in the Netherlands is relatively 
high181 and recent trends toward more full -time 
employment have fallen off. There are now  
plans to simplify the childcare benefits and 
‘concentrate support where it is most needed’. 182 

Plan was launched in 2009 and in March 2013, 
the government announced the appointment  
of a youth unemployment ambassador and  
an extra €50m of investment to tackle youth 
unemployment.  Partnership working with 
businesses and academic institutions is  
key to the government’s approach. This is 
exemplified in Techniekpact 2020, a new 
tripartite agreement between government, 
businesses and academic institutions to create 
technology-based work placements and to 
reform vocational education.

  • Older people: The age of retirement will rise 
to 66 in 2018 and 67 in 2021178. Employers hiring 
older workers will receive a €7,000 government 
bonus179 and older workers on a low income will 
receive additional support. The development of 
‘sustainable employability’ practices that help 
older workers to continue to contribute is also 
being supported. The government backed 
‘Manifesto of 100 employers and sustainable 
employability’ was presented to parliament last  

178  Government of the Netherlands (online) Coalition Agreement: Building Bridges: II. Social security and income policy http://www.
government.nl/government/coalition-agreement/ii-social-security-and-income-policy [accessed March 2013] 

179  De Lange, ‘Sustaining an Aging Workforce’ in AGEnda: Aging and Working Blog (online), 23 January 2013, http://agingandwork.
bc.edu/blog/sustaining-an-aging-workforce/ [accessed March 2013]

180  Pit S, ‘Sustainable employment and the ageing workforce: lessons learned from the Dutch’ in The Conversation (online) 15 
January 2013. http://theconversation.edu.au/sustainable-employment-and-the-ageing-workforce-lessons-learned-from-the-
dutch-10603 [accessed March 2013]

181  OECD (online) Doing Better For Families, The Netherlands http://www.oecd.org/netherlands/47701063.pdf [accessed March 2013]
182  Government of the Netherlands (online) Coalition Agreement: Building Bridges: II. Social security and income policy http://www.

government.nl/government/coalition-agreement/ii-social-security-and-income-policy [accessed March 2013]



8.1 Background 
Austria’s key similarity to Wales is in its ageing 
population, which presents a significant challenge 
to the quality and extent of its service provision  
for older people. While only 17.6% of the Austrian 
population was 65 or over in 2010 (less than the 
19% in Wales), that rate is predicted to increase to 
26% by 2035 (the same rate as Wales).

Overall, Austria is a wealthy country. It boasts the 
lowest unemployment rate across the European 
Union, at just 4.1%. Per capita, GDP stands at over 
US$42,000 per annum. All of Austria’s regions have 
been classified by the European Commission as 
‘more developed regions’ for the purposes of the 
next round of cohesion funding (2014-2020)185.

In terms of its government finances, however, 
Austria is in a high-debt situation. Although it  
has a lower rate of government debt than the  
UK (65.8% against the UK’s 85.5%), government 
expenditure is higher as a proportion of GDP 
(52.97% against 51.01% in the UK). In 2008, snap 
general elections were held after disagreements 
over Europe and health care reform left the ‘Grand 
Coalition’ government struggling to maintain 
support186. 
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Table 8: Key figures – Austria

Population (2011) 8,420,000

Per capita GDP (2011, USD/PPP) $42,132

2010 Central government debt as% of GDP 65.8%

2010 Public sector expenditure as a % of GDP 52.97%

Unemployment rate 2011 4.1%

Youth unemployment 2012 (% of population aged 15-24) 8.6%

Dependency ratio (number of those younger than 15 and older 
than 64 per 100 working age persons)

2010 47.7 
per 100

2035
(projected)

68.5 
per 100

Box 8.1 Government in Austria
Austria is a relatively new member of the 
European Union, having joined the Schengen 
area183 in 1995 and the Euro in 1999. 

It is politically stable; a coalition of the  
centre-left Social Democratic Party and  
the conservative Austrian People’s Party is 
currently in power and are predicted to be 
re-elected – possibly with a third coalition 
partner – in forthcoming elections in 2013184.  

Austria is a federal country which means  
that the legislative and executive powers  
are shared by the federal and provincial 
governments.  There are nine federal 
provinces (Burgenland, Carinthia, Lower 
Austria, Upper Austria, Salzburg, Styria,  
Tyrol, Vorarlberg and Vienna). 

The most local tier of government is the  
2,357 municipalities. Most municipalities  
are extremely small – only around 60 have 
populations greater than 10,000, and most 
hold little power. Although the Länder have 
limited legislative powers, they are responsible 
for the delivery of most public services.

183  The Schengen Agreement of 1985 abolished all internal borders between member countries, in lieu of a single external border. 
More details can be found here: Europa (online) The Schengen area and cooperation http://europa.eu/legislation_summaries/
justice_freedom_security/free_movement_of_persons_asylum_immigration/l33020_en.htm [accessed April 2013]

184  The Economist (online) The World in 2013 http://www.economist.com/theworldin/2013 [accessed March 2013]
185  This contrasts with Wales where both West Wales and the Valleys and East Wales will to continue to qualify for funding.
186  BBC News Europe (online) Austria Profile http://www.bbc.co.uk/news/world-europe-17407299 [accessed April 2013]

8. Austria
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8.3 Policies and innovations of interest
Overall, the current approach to public service 
change in Austria seems relatively uncontested, 
and consequently managerial. We could not 
identify any big debate about the purpose of 
public services, though reform of the health service 
had been debated strongly for a number of years 
and was a contributing factor in the collapse of  
the previous coalition Government. The focus 
seems to be on achieving greater efficiency within 
the current political and welfare settlement, and 
broadly within the existing institutional structures. 
The policies and innovations of interest that we 
identified reflect this context.

8.3.1 Rethinking – e-Government
In its 2009 Turning the Administration Upside  
Down192 report , the Austrian Government claims 
that 95% of public services are available online, 
against an EU average of 75%. Austria’s advance in 
e-Government began comparatively early; despite 
the fact that the nine provinces are instinctively 
wary of collaboration, they have been integrating  
IT systems since 1998. 

Key milestones in the Austrian e-Government  
story include: 
  • HELP.gv.at (2001), which provides a portal  

for advice for citizens and includes specific 
information on public services for older and 
young people.

  • FinanzOnline (2003), an online tax 
administration system.

  • ELAK (2004), an electronic record system  
that has replaced paper documentation in  
all branches of public administration.

The main impact of e-Government programmes 
has been behind the scenes. Beginning in the 

Austria’s National Reform Programme187, agreed 
within the context of the European growth  
strategy188, sets out five economic reform objectives 
for the debt ratio, budgetary controls (especially 
around healthcare), early retirement schemes, 
employment, and competitiveness.

8.2 The context for public service change
Austria began a process of modernising its public 
services (‘administration’) in 2000. In 2006, the 
Austrian Convention produced a new draft of the 
country’s constitution with the aim of ensuring 
‘forward-looking, cost-effective, transparent and 
citizen-oriented fulfillment of the state’s responsibilities’ 
189. The early, quite radical, intention to link the 
quality of public services to the country’s 
constitution, however, seems to have been  
lost in developments since the Convention.

Public service reform is an ongoing process for  
the government sector, pre-dating the current 
storm. Structural reform of pensions, subsidies  
and healthcare has, however, gained new 
momentum as part of Austria’s growth strategy  
but, to date, seems to remain comparatively 
politically uncontroversial. Fiscal consolidation has 
also triggered pay and hiring freezes in the public 
sector, plus some reductions to running costs190.

Financial pressures in Austria remain slight in 
comparison with other parts of the European 
Union191 – Austria saw growth in 2012. However, 
increasing pressure has led to some early responses. 
Some municipalities are being merged, whilst 
others have headed down the path of shared 
services for some administrative functions. These 
projects are for the most part reported to still be in 
the pilot phase. There appears to be little appetite 
for similar power sharing at the provincial level.

187  European Commission Federal Chancellery, National Reform Programme Austria Brussels: European Commission 2012 http://
ec.europa.eu/europe2020/pdf/nd/nrp2012_austria_en.pdf

188  European Commission (online) Europe 2020 http://ec.europa.eu/europe2020/index_en.htm [accessed January 2013)] 
189  Bundeskanzleramt Österreich, Turning the Administration Upside Down! Vienna: Federal Chancellery of Austria 2009 http://www.

bka.gv.at/site/3566/default.aspx
190  OeBFA Austrian Treasury, The Austrian Consolidation Program 2012, Vienna: OeBFA Austrian Treasury 2012 http://www.oebfa.at/

en/osn/DownloadCenter/Budget%20and%20Debt/Consolidation_program_2012_2016.pdf 
191  ONB, Economic Outlook for Austria from 2012 -2014, ONB 2012 http://www.oenb.at/en/img/prognose_mop_2_12_tcm16-248405.

pdf [accessed April 2013]
192  Bundeskanzleramt Österreich, Turning the Administration Upside Down! Vienna: Federal Chancellery of Austria 2009 http://www.

bka.gv.at/site/3566/default.aspx
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  Your Swiss Army knife for security in electronic 
communication with authorities and companies194.

For example, Austrian citizens use the unique 
electronic signature contained in their citizen cards 
to access FinanzOnline and for internet banking 
with private sector banks.

From the government’s perspective, these reforms 
have led to efficiency gains. For citizens, there have 
been observable increases in the speed of service 
delivery, reductions in the number of mistakes 
made – thanks to co-ordination between records 
– and a marked decrease in paperwork.

8.3.2 Rethinking – Rights and an ageing 
population
Austria was one of the first OECD countries to  
grasp the challenge of the ageing population and 
in the early 1990s, put in place a series of rights for 
older people.

The 1993 Long-term Care Benefit Act gives adults 
with disabilities access to a combination of cash 
benefits and benefits in kind with the aim of 
ensuring they can live independent lives for as  
long as possible. This is a legally enforceable right 
independent of assets and income195.

The objectives of the system are that:

  • Those in need of care should be able to  
choose freely between the services offered.

  • The expansion of home-based services has 
clear priority to the expansion of institution-
based facilities.

  • Nursing homes should be small, decentralised 
and integrated in residential areas.

  • The expansion of new care services/facilities 
should reduce the burden of care giving for 
family members196.

In 2009, amendments were made to increase the 
allowance by 4-6%, improve eligibility criteria for 
some levels of care and further existing extensions 

1990s, software systems have been developed  
to enable common, back-office functions to be 
employed across the nine provinces. This initial 
phase of standardisation has helped to ensure that 
data management and processes are co-ordinated 
horizontally, between different departments, and 
now vertically, between different tiers of government. 

In contrast to the voluntary approach to 
collaboration adopted in Wales, the Austrian 
government has used a range of legislative  
and regulatory powers to drive forward its 
e-Government agenda across public services.  
In particular:

  • Use of the e-filing system is today a legal 
requirement across all tiers of government,  
so centralising and simplifying access to key 
documents.

  • The Federal government required all public 
services to use a central database for identity 
data. This has enabled the development of  
a single register of residents and a single  
register of family relations – the latter being  
in development today. Strategically, had the 
Federal Government proposed standardisation 
of these business processes outright, it is 
unlikely that the Provinces would have  
co-operated so easily; focussing the 
requirement on the infrastructure – the 
database – made the proposal acceptable,  
and standardisation followed afterwards.

And in 2012, in a further phase of standardisation, 
legislation was passed to centralise federal IT 
budgets, shifting them away from the control of 
individual ministries to the Ministry of Finance.
Citizen engagement with e-Government is  
strongly encouraged and incentivised but remains 
voluntary. The Austrian Cabinet Council took a 
decision in 2000 to employ chip-card technology 
to improve people’s access to public services and 
to underpin the health insurance system193. Today, 
the ‘citizen card’ is described as:

193  Secure Information Technology Center Austria (online) EID in Austria: The Austrian Citizen Card http://www.a-sit.at/pdfs/rp_eid_in_
austria.pdf [accessed January 2013]

194  Secure Information Technology Center Austria (online) The Austrian Citizen Card: E-Government Flyer Nr. 200 EN http://www.asit.
at/de/dokumente_publikationen/flyer/buergerkarte_en.php [accessed Jan 2013] 

195  OECD, ‘Reforming Austria’s Highly Regarded but Costly Health System’ in OECD Economic Surveys: Austria 2011 Paris; OECD 2011
196  Riedel M and Kraus M, The Austrian Long-Term Care System Vienna, Institute for Advanced Studies 2010
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Austria is spending 11% of its GDP (€38 billion)  
for its healthcare system200. As part of fiscal 
consolidation, the government is now committed 
to reforming the hospital sector and the 
compulsory social insurance system in order to 
ensure that expenditures do not increase faster 
than GDP.

The Austrian healthcare system is highly 
fragmented, with few incentives for efficiencies. 
Residents are registered with one of 19 separate 
Sickness Funds which contract with hospitals for 
outpatient care, while inpatient care is paid for  
by the government at different levels (national, 
Lander and municipal). Health insurance in  
Austria is granted on the basis of occupation  
and residence with no option for choosing among 
funds. There is no incentive for Sickness Funds  
to prevent hospitalisation as costs are therefore 
transferred201.

The OECD’s description of the challenges facing  
the Austrian health system highlight the similarities 
to Wales’:

  The highly regarded Austrian health system delivers 
good quality and easily accessible services, but is 
costly . . . it makes too much use of inpatient care  
in hospitals. Entry and competition opportunities 
are de facto limited in most health markets. The 
system operates therefore on a supply-driven basis, 
and does not have clear mechanisms to optimize 
spending on a cost-benefit basis. Population 
lifestyles are also not supportive of good health 
outcomes and suffer important differences 
between social groups, raising risks for the future202.

To tackle these structural problems, a Health Fund 
endowed with tax money came into operation in 
2010 aiming at safeguarding a balanced budget of 
sick funds. The Health Fund gives the government 
more power to direct Sick Funds, for example by 
incentivising the use of low-cost drugs.

of support for informal carers. In 2012, the Austrian 
Government confirmed that the fund would 
continue until 2016 (the last year of the current 
spending programme)197.

Despite these early advances, commentators do 
not appear to believe that Austria is well-prepared 
for an ageing population and there is a sense that 
there was no further debate or discussion following 
the implementation of the legal basis for long-term 
care. Riedel and Kraus argue:

  Forward-looking models [for] how to deal with 
changes induced by the increasing elderly and old 
population and their also changing needs are not 
yet very well developed. Service provision is still 
characterized by the traditional forms “informal 
care by family members at home” and “formal care 
in a residential or nursing home”; the continuum  
of possibilities between those rather extreme forms 
of care is only sparsely inhabited. Furthermore, a 
national consensus on what constitutes “adequate” 
care for elderly persons with care needs has not 
been developed yet. We are still in the process  
of developing models and common standards 
suitable for providing adequate care adjusted to 
the present society198.

8.3.3 Reforming – Addressing cost in the health 
insurance system
The Austrian Government has made a number  
of changes to restrict the costs of the ageing 
population, including restricted eligibility for  
state pensions and increased beneficiary 
contributions199. The NRP has also concentrated 
efforts to retain older people in the workforce, 
which have included jobseeker placements, 
reorganisation of semi-retirement, and improved 
occupational health support. 

However, the most dramatic changes have come 
in the system of health insurance. In terms of 
spending, the Austrian healthcare system is one of 
the most expensive healthcare systems in Europe. 

197  Austrian Federal Financing Agency, The Austrian Consolidation Program 2012-2016 2012 http://www.oebfa.at/en/osn/
DownloadCenter/Budget%20and%20Debt/Consolidation_program_2012_2016.pdf

198  Riedel M and Kraus M The Austrian Long-Term Care System Vienna: Institute for Advanced Studies 2010
199  Austrian Federal Financing Agency, The Austrian Consolidation Program 2012-2016 2012 http://www.oebfa.at/en/osn/

DownloadCenter/Budget%20and%20Debt/Consolidation_program_2012_2016.pdf 
200  Gensior S, Austrian hospital reform 2011 http://europe-health-care.eu/austrian-hospital-reform/#&panel1-9
201  OECD, ‘Reforming Austria’s Highly Regarded but Costly Health System’ in OECD Economic Surveys: Austria 2011 Paris: OECD 2011
202  Ibid
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unemployment. These include a training guarantee 
for young people until the age of 18, as well as a 
job and training guarantee for youth aged 19 to 24; 
expansion of job placements, and international 
vocational training exchanges.

Two measures may be of particular interest in 
Wales. First, there’s the commitment to free travel 
for all apprentices, subject to available funds. 
Second, the Austrian government has committed 
to further development of the Early Intervention 
Strategy developed by the Public Employment 
Service (AMS), which matches people with 
appropriate jobs within four weeks. Early matching 
reduces periods of unemployment, and has proven 
better at taking into account the employers’ and 
job seekers’ needs in terms of the hours offered, 
childcare facilities and worker availability205.

The 2008-2013 Programme of Government lists 
‘society, women, family and equal opportunities’  
as one of 12 policy areas on which the Federal 
Government will focus, with families described as  
‘a firm foundation for our society’206. Accordingly, 
policies designed to allow families to spend time 
together were proposed; these mostly focus on 
ensuring equality of work/caring opportunities  
for men and women. This said, the Austrian  
attitude towards family life can be described  
as conservative, particularly in rural areas207.  
Short school days and more limited funding of 
kindergarten places than in other parts of Europe 
are a barrier to parents working full-time hours.

The 2009-10 economic stimulus package 
introduced a free, compulsory final nursery school 
year. The annual Federal Government contribution 
is €70m. The policy may help to increase parental 
employment levels; however, the political driver for 
the policy appears to be a desire to accelerate the 
assimilation of immigrant families by drawing 
children into the education system early.

Following a retreat in February 2009, the centre-left 
government in office at the time requested the 
Federation of Social Health Insurance Associations 
to submit a road map for cost containment to  
the Minister of Health by June 2009. The road  
map stipulates expected cost savings per year, 
adding to about €1.7bn between 2010 and 2013.  
In exchange, a Health Fund Law was proposed 
which would provide additional tax revenue to  
the funds, along with a Debt Forgiveness Law 
which would partially write off current debts203.

Early experience in the federal state of Salzburg 
seems to suggest that on the basis of an 
agreement with the regional sick fund, doctors 
have quickly adjusted their prescribing behaviour 
in favour of most cost-effective drugs204.

These developments are in the early stages of 
implementation and it is difficult to assess impact. 
However, it seems unlikely that they will be enough 
to overcome the fragmentation in the system and 
create integrated health and social care systems 
capable of dealing with the needs of an ageing 
population. A wider health reform programme  
has not been pursued and a more fundamental 
solution to increasing demand has not yet been 
found.

8.3.4 Reforming – Investing in economic 
participation
Austria is one of a handful of European  
countries to have escaped the latest surge 
in youth unemployment. The Austrian youth 
unemployment rate currently stands at 8.6%,  
far below the UK rate.  As such, youth employment 
is not a subject of hot political debate. 

Full employment, with particular reference to 
removing youth unemployment, is a key objective 
of the Federal Government’s budget policy. In an 
extension of a 2008 youth employment package, 
the Government has pledged to implement a 
range of measures aimed at eradicating youth 

203  Health Policy Monitor (online) Austrian Health Fund born http://hpm.org/en/Surveys/IHS_-_Austria/14/Austrian_Health_Fund_
born.html

204  Ibid 
205  Nachtschatt G and Oberbichler P (online) Early Intervention, Early Matching (presentation) http://www.pes-benchmarking.eu/

uploaddoc4852/70_Early%20Interventions.pdf [accessed January 2013]
206  Austrian Federal Government, Programme of the Austrian Federal Government for the 24th Legislative Period 2008 http://www.

austria.gv.at/DocView.axd?CobId=33566
207  OECD (online) Closing the Gender Gap: Country Note - Austria www.oecd.org/gender/closingthegap.htm [accessed March 2013]
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