CAN SOCIAL EUROPE BE DELIVERED ?

This paper seeks to do three things.  First, to consider what Social Europe is – examining the variety of definitions that exist.  Second, to consider the past performance of EU institutions in delivering rights to working people and the obstacles which existed to that delivery.    Third, to examine the nature of those obstacles today and ask the wider question: in what ways can the interests of working people best be advanced in Europe ?

1.   WHAT IS SOCIAL EUROPE ?  SOME DESCRIPTIONS AND DEFINITIONS

a)  1980s: Delors and EU policy  

The focus on a European ‘social dimension’ effectively began in 1984 with the appointment of Jacques Delors as President of the Commission.  Hitherto the European Community had been presented primarily as an economic institution, the European Economic Community, founded on the Treaty of Rome’s original commitment to establishing an open market and the free movement of capital and goods.  In 1985, when the Commission moved to revive progress towards such a market through the Single European Act, Delors spoke of the need to develop flanking policies to prevent ‘social dumping’ and the competitive lowering of standards across Europe.  

In 1985 he convened a meeting of ‘social partners’, the ETUC and the EU employers federation, at Val Duchesse to inaugurate discussion of these issues and in 1988 told the conference of the ETUC in Stockholm that ‘basic social rights’ should form ‘one of the major axes of European social space’.  Europe was ‘not a question of simply creating a free trade zone but rather an organised space endowed with common rules to ensure economic and social cohesion’.  In 1989 Delors proposed a Social Charter by which the EU Commission should take responsibility for harmonising national regulations as they affected workplace health and safety, consumer protection and environmental risk and for the promotion of social dialogue.   This proposal became the European Community Charter of Fundamental Social Rights adopted at the Strasbourg meeting of the Council of Ministers in 1989 and  formed the basis for the Social Chapter within the Treaty of Maastricht in 1991. It was followed by a 47 point Action Plan for implementation.  As incorporated in articles 100a, 117, 118, 130a and 136b within the revised Union Treaty, this legislation committed the European Commission to promote social dialogue, to ensure social protection, to develop human resources to achieve lasting employment and to promote social cohesion through the use of structural funds.  The Maastricht Treaty also extended qualified majority voting to cover health and safety, sex equality in the labour market and the integration of persons excluded from the labour market.  

This burst of EU policy initiatives has to be understood within the context of the grave economic crisis that beset Europe in the early 1980s.  This crisis resulted from the hike in oil prices but was seriously worsened in Europe by US policies to depreciate the dollar and strengthen US export competitiveness.  In response both France and Germany sought to accelerate the creation of a single market area for the whole of the enlarged EU and to incorporate it within a single currency area.   The Single European Act of 1985, by which all internal barriers were to be removed by 1992, was followed by proposals for monetary union in 1988 and the Maastricht Treaty’s endorsement of a Single Currency in 1991.  The German Chancellor, Helmut Kohl, and the French President Francois Mitterand were the main movers in the Council of Ministers.  Delors, previously Mitterand’s finance minister, was responsible for implementation.  The British Conservative government of Margaret Thatcher gave strong backing for the creation of a single market but only very reluctantly supported proposals for a single currency.  Britain opted out of the Social Chapter altogether.

Delors himself saw these moves as essential for the protection of a ‘European model of society’: a model based on ‘regulated competition’ that could sustain a mixed economy and in which labour and capital would be balanced as partners.  Delors, as well as being a career banker within the French state bank, was active in the Catholic socialist trade union movement and was from the 1970s a member of Mitterand’s Socialist Party.  He wrote in 1992: ‘the implicit philosophy in European construction is much more dialectical than most people imagine.  The competition that will be developed by the larger market will also promote cooperation.  And like competition and cooperation, liberalisation and harmonisation will go together creating the conditions for a new regulation of the totality’.

b)  1997: Amsterdam Treaty

This was the last Treaty significantly influenced by Delors.  It gave a new status to the Social Partners, the ETUC and the European employers federation, and enabled them to reach agreements that would form legally binding European regulations in areas of affecting European Works Councils, parental leave, part-time work, the provision of information and consultation.  

c)  2004: EU Constitution’s Charter of Fundamental Rights

The rights laid down in Article II of the Constitution include freedom of assembly, freedom of association in political, trade union and civic matters, the freedom to seek employment, the right to negotiate and conclude collective agreements, to take collective action and for workers or their representatives to be guaranteed information and consultation in good time - in all cases subject to national law and practice.

d)  2006: Party of European Socialists initiative on a New Social Europe

‘The aim is a common, European-wide socialist vision for modernising social protection systems.  Socialists and social democrats aim to protect the gains in solidarity, equality and justice fought for by our parents and grandparents – and to renew and update them to meet new economic and social realities.  The PES is seeking to identify a political direction for the renewal of Europe’s social and economic models in the light of globalisation, enlargement and demographic change’.

e) The European Model of Society: does it exist ?

Recent comparative research has revealed fairly sharp contrasts in patterns of company ownership and economic performance between some European countries, particularly Germany, France, Belgium and Italy, on the one hand, and Britain and the United States on the other.  These differences cover:

Ownership of share capital     In Britain and America share ownership in the major corporations is dispersed, short-term and exercised externally by a relatively small number of financial institutions and fund managers – increasingly to maximise immediate profit returns.  In sharp contrast, over three quarters of the 170 largest quoted companies In France and Germany have one single shareholder with more than 25 per cent of the stock and in over half of these companies this one shareholder controls a majority of shares. These dominant shareholdings are held usually long-term by families, the state and local government – often through regional banks.

Economic performance and state support      French and German companies have been shown to possess a competitive advantage across a range of industrial sectors including civil, process and electrical engineering, capital goods, transport equipment, basic chemicals, thermal processes, polymers, energy, environmental efficiency and pharmaceuticals.   This superior performance is claimed to result from social and economic factors that sustain high investment, steady, incremental growth, a stable and highly trained workforce and regional links between firms.  In other industrial sectors such as information technology, telecommunications and a range of consumer goods US firms are shown to have an advantage.  These are either areas that enjoy strong state funding through the US Defense budget or where rapid changes of ownership and direction, as well as flexible workforces, are seen to sustain product development and innovation.    The economic and social factors that have sustained French and German companies include large direct or indirect state subsidies, significant levels of state ownership, major state provision for education and training and high levels of social protection.
  

It should be stressed, however, that this European model extends to only certain countries in Europe and dates from before the development of the European Union.  It rests in particular on the post-war balance of forces in France, Germany and Italy, the strength of organised labour in those countries, the political deals struck at national level in the 1940s, 50s and 60s and the ability of firms in these countries to profit from these arrangements.

Summary 

Social Europe has always had a variety of meanings.  In the past it has referred to the model of strong welfare states and social partnership between capital and labour within particular European countries.  In the most recent usage by the Party of European Socialists the New Social Europe is strongly associated with a European-wide ‘modernisation’ of social protection systems in face of globalisation.   In the case of Jacques Delors’ initiatives in the 1980s and 1990s it would seem to represent a genuine attempt – in face of US competition - to generalise across a wider area of Europe the social and economic model existing in France and Germany at the same time as fully opening that area as a market for French and German companies.
 

2.  HOW FAR DID THE EU DELIVER A SOCIAL EUROPE IN THE PAST ?   WHAT OBSTACLES STOOD IN THE WAY ?

Here we will take the Delors version of Social Europe as our test for the past viability of the EU as a vehicle for defending workers’ rights.  It is the strongest version.  It was personally championed by Delors.  And it was driven forward by the Commission over the ten period of Delors ‘ presidency.
  It would therefore appear to be the best case.   It can be considered in three stages.  First, the success of specific initiatives; second, overall success in recreating a balanced relationship between social partners at EU level; third, the obstacles encountered.

a)  The success of specific EU social policy initiatives

On this front it could be argued that the EU Commission was relatively successful in implementing EU-wide regulations.  But it tended to be where these were quite specific and limited in character

Health and Safety  Specific regulations on areas of health and safety such as materials handling and VDUs were implemented across the EU.  Wider national health and safety regimes, in terms of inspection and enforcement, remained highly variable at national level. 

Sex equality  Specifications for sex equality in the labour market provided the legal basis for a number of important advances.  Yet little overall change resulted in the pay differentials between men and women. 

Hours of work  Regulations in the working time directive for a maximum limit of 48 hours a week, rest periods and four weeks annual holiday were already within the legislative limit of existing member countries with the exception of Britain – which opted out.

European Works Councils   These became obligatory for large firms.  But representation was limited to employees not trade unions.  Powers of EWCs in terms of information disclosure and consultation were limited.

Transfer of undertakings   The eventual legal support for the rights of workers in the public sector to be carried forward under new contractors was important.  But it was accompanied by a major increase in such transfers resulting directly from EU legislation.

Social Partners   The 1997 revisions to Treaty enabled Social Partners at EU level to negotiate legally binding regulations.  Studies of its operation have shown that very little of substance emerged.  Regulations that gave equal status to part-time workers also involved agreement to facilitate increases in part-time working.

In general it can be concluded that success depended on proposals being specific and relatively modest. 

b)  The failure of the European Social Model

Delors’ vision was to recreate at EU level the same balance of forces that sustained the mixed economies and welfare provision that existed in some member countries.  At this level it is difficult to identify any measure of success.   In terms of unemployment, the growth of part-time working and labour market casualisation as well as the relative levels of profit and wages the position of working people across Europe was weaker by the late 1990s than it had been in the 1980s.  

The failure of Delors’ vision can principally be traced back his concept of social partnership.  This gave the partnership process itself a quite unwarranted weight – one which grossly underestimated the differing bargaining power of the two sides.  Delors’ concept of partnership was quite special.  It was, as we have noted, set within a Catholic socialist vision of society that minimised the role of the wider contest between classes.   It assumed that the position in the EU would be equivalent to what already existed in member states  -without understanding the forces that made them  essentially different.  In France and Germany the collective organisation of labour profoundly influenced political parties and political institutions.  It did so through democracies within which working people voted largely on class lines and in relationship to historic agreements that summed up the relative balance of class forces in the immediate post-war period    

Decision-making in the Commission and the Council of Ministers was quite different.  It had no direct democratic content and excluded the range of forces by which labour collectively impacted on government at the level of the nation state.   The Council of Ministers represented governments seeking to manage economies – ultimately on the terms set by dominant economic forces in their own country.   The European Parliament was at this stage purely consultative.  The EU Commission was primarily a body for implementing policy on economic and market issues in consultation with relevant economic and business interests.  Together, this represented a decision-making process within which labour’s interests were only present, at best, at second hand.  It resulted through the 1980s and 1990s in a series of measures that radically undermined labour’s wider bargaining power in the states of the EU.   

c)  Obstacles to the delivery of Social Europe

The Single Market and labour liberalisation

The Single Europe Act of 1985 set a timetable for the completion of single European Market by 1992.   To do so it sought to remove all remaining limitations on the internal market – principally those deriving from restricted public procurement, from the direct state provision of services, from state subsidy to industry and from nationally specific quality requirements.  The act provided the framework for a whole series of directives over the following decade mandating competitive tendering throughout public services and requiring the liberalisation of publicly owned provision including rail, sea and air transport, telecommunications, postal services and energy.  

The EU Commission claimed that opening these public sector markets to the lowest bidder would generate savings equal to 7 per cent of the EU GDP - sufficient to employ an additional five million people across the EU.  In fact the simultaneous introduction of the European Monetary Union placed rigid restrictions on government spending.  Unemployment across the EU rose from an average of 9 per cent in the mid 1980s to 12 per cent for most of the 1990s.  

In terms of the quality of employment the net result was to sharply increase the proportion of short-term, casualised and part-time jobs, to reduce investment in training and long-term employment and to cut union representation.

The implementation of European Monetary Union

The 1989 Strasbourg summit agreed to explore the implementation of a European Monetary Union.  The final terms of this were agreed in the 1991 Treaty of Maastricht – by which the European Union also replaced the European Community.   The first stage, the European Monetary System, came into operation in 1992 and sought to use reductions in government spending and increases in interest rates to bring strong and weak currencies into line.   It was sharply deflationary and in Britain it resulted in a major recession in 1992-93.   The convergence terms for the Single Currency itself involved member states reducing their public sector borrowing to 60 per cent of GDP and their annual spending deficits to no more than 3.5 per cent of GDP.   Governments surrendered control of interest rates to a European Central Bank independent of other EU institutions and mandated to use interest rates to keep inflation within a 2 per cent limit.  

Effectively the Treaty terms for the single currency require the use of unemployment to regulate the economy – with interest rates being raised and economic growth reduced whenever wages begin to put pressure on profits and employers seek to pass on costs to consumers.   This is the direct opposite of the Keynesian forms of economic management adopted in the post war period.   Here governments used spending to create employment whenever economies moved towards recession – with the resulting economic growth mopping up the additional liquidity.   Over the fifteen years since the first adoption of the EMS European economies have grown at a much slower rate than over the preceding forty years.   Profits have, however, been higher.  

The challenge of neo-liberalism and the Anglo-American interests

As we have noted, the net result of Delors presidency between 1985 and 1995 was a decisive shift in the balance of power across Europe against labour.   Unemployment increased by a quarter.  The proportion of part-time and causualised employees increased by even more.   The number of employees within the state sector and covered by collective bargaining shrank decisively.    All member states that entered the single currency lost control over interest rates and thereby ended the possibility of organised labour applying democratic pressure for economic policies at national level based on growth and public investment.  To this extent the period saw a rapid move away from a Social Europe – even though a number of social policy measures were adopted that in themselves were important and useful to the trade union movement.   

The failure to deliver a Social Europe should not necessarily be attributed to Delors himself – even though his somewhat mystical concept of social partnership and his belief that competition would somehow be automatically be balanced by cooperation bore little relationship to the real world.   Sharply different perspectives existed within the institutions of the European Community in 1985.   It was a body primarily concerned with trade regulation, markets and economic development in which business lobbies were deeply embedded.  In terms of financial regulation the state banks of France and Germany were powerful voices – and both sought to limit democratic and ‘inflationary’ pressures on member governments.  As an ex-Bank of France officer and French finance minister Delors had himself imposed deflationary budgets on Mitterand’s socialist-communist coalition government and radically reduced its ability to implement the common programme of the left.

There were, however, more directly antagonistic forces.   These derived from what could be described as Anglo-American business interests.   While the United States had been an initial sponsor of the institutions which formed the European Community (the European Recovery Programme, the European Coal and Steel Community and Euratom), the US was primarily interested in the creation of a Europe-wide free trade area within which its multinational branch plants, based in Europe, could best exploit their market dominance.   It wanted the end of state subsidies to European firms, the liberalisation of Europe’s very large state sector  and the opening of European capital markets to make major European firms accessible to takeover.  It did not want a centralised European economy and in particular one that could develop its own military industrial complex providing the type of military and R&D contracts to European firms that could to rival those of the US.  

These interests were strongly represented in the EU Commission advisory panels by EU-based US firms such as IBM, General Motors and Exxon Mobil.  They were also well represented within the Council of Ministers by those member states in strategic alliance with the US and within whose economies US exporters held a dominant position: Britain, the Netherlands and Ireland particularly (Table 1).    In so far as the existing ‘European Model’ delivered competitive advantages to firms in France and Germany, US interests were hostile.  Conversely, the major French and German companies wanted to preserve these advantages and the degree to which existing national policies delivered well-trained, highly productive stable workforces and protected locally-anchored share ownership.    Any EU legislation that emerged was the result of compromise between these forces.  

Events in 1990s, particularly changes in Eastern Europe and German unification, intensified these differences and increasingly gave the upper hand to pro-US neo-liberal perspectives.  The emphasis within EU debate shifted to labour flexibility, the modernisation of social protection and eastward enlargement.  These were the priorities set at the 2000 Lisbon summit dominated by an intervention on economic policy made in the names of Tony Blair and the Italian prime minister D’Alema.  This argued that the EU’s priority had to be increased economic competitiveness in the face of globalisation and that the main forces holding back growth and higher employment were the costs of social protection and the disincentives to work created by unduly generous benefit systems.   The resulting Lisbon agenda set out ambitious targets for harmonising benefit systems, ‘ending early labour market exit’ (later retirement) and ‘sustainable pensions systems’ (reduced pensions entitlement) and ‘assisting labour market entry’ for young people (reducing job protection for young workers).
       

Table 1   US Direct Investments in EU countries 2004

	Country
	Total FDI $millions
	As per cent of GDP

	United Kingdom
	302, 523
	13.5

	Netherlands
	201,918
	31.9

	Germany
	79, 579
	2.7

	Ireland
	73,153
	35.4

	France
	58,927
	2.6

	Sweden
	46,399
	12.0

	Spain
	45,251
	4.0

	Italy
	33,378
	5.5

	Belgium
	27,261
	6.9

	Denmark
	6,616
	2.5


Source: US Bureau of Economic Analysis: international Economic Accounts 2006

Summary

The Delors Presidency delivered a number of progressive social policy measures.  It altogether failed to deliver a Social Europe.  The biggest problem was Delors’  misconceptions about social partnership coupled with his drive to create a centralised EU with control over currency and macro-economic policy.  This centralisation could only be at the expense of the democratic powers member states and the ability of labour movements to intervene in the only environment where they had significant power.   The contest between the European (Business) Model and the neo-liberal perspective of the US and its allies was a real one. It supplied much of the urgency for the initiatives of the Delors Presidency.  But neither side represented the interests of labour and the resulting legislation always involved a measure of compromise between the two.
  The eventual outcome seriously undermined the position of trade unions both at European and national level and thereby opened the way for a stronger political dominance by neo-liberal perspectives.

3.  CAN SOCIAL EUROPE BE DELIVERED ?

In asking whether and how Social Europe can be delivered today we need first to assess the versions of Social Europe on offer and then consider what obstacles exist to their implementation compared to the 1990s.  

a)  Current versions of Social Europe

There are three main current versions

The Charter of Fundamental Rights contained in the 2004 Constitution

The Charter of Fundamental Rights in the Constitution is claimed by its proponents to enshrine the existing principles of Social Europe and the Delors tradition.  As it stands, however, it is largely declaratory and in all areas affecting employment rights is subject to national law.  It is notably weaker than the United Nations Universal Declaration of Human Rights incorporated into the (non-EU) Council of Europe European Social Charter in 1961.  For instance, the EU Charter of Fundamental Rights grants not the right to work but ‘the right to engage in work’ (Article II-75).  This change of wording thereby directly undermines a key existing right.  Correspondingly, the 1961 European Social Charter laid an obligation on governments to adopt policies that could make the right to work real: ‘to accept as one of their primary aims and responsibilities the achievement and maintenance of as high a level of employment as possible with a view to the attainment of full employment’   The 2004 Constitution’s wording is significantly different: ‘the Union shall work for the sustainable development of Europe based on balanced economic growth, a social market economy, highly competitive and aiming at full employment and social progress, and with a high level of protection and improvement of the quality of the environment’ (Article I 3-3).   Elsewhere the 2004 Constitution incorporates the EU’s existing Stability and Growth Pact that binds the European Central Bank to pursue policies that combat inflation not unemployment.

The Party of European Socialist’ Initiative for a New Social Europe 2006 

This is an initiative that will be developed through a series of conferences later in 2006.  The emphasis is on a new Social Europe and appears to have moved away from protecting an existing European social model in terms of national welfare states.  The aim now is to develop a ‘socialist vision for modernising social protection systems’.    This would seem to reflect the shifting balance within social democratic parties in the EU towards the neo-liberal perspectives of the parliamentary leaders of the British Labour Party and the targets of the Lisbon agenda.
  

The British TUC 2005

‘Congress therefore resolves to campaign for a European and global workers’ agenda which ensures: An end to neo-liberal policies and the privatization of public services; The democratic rights of states, democracy and freedom The strengthening of trade union and workers’ rights;  International peace and solidarity, not militarism’
Comment

The first two versions of Social Europe are markedly weaker than what was originally championed by Delors and both remain bound by the wider assumptions of EU treaty legislation.  The position adopted by the British TUC in 2005 involves an important innovation.  It is posed outside the legal processes of the EU itself (‘a European and global workers’ agenda’) and it prioritises campaigning ‘to ensure the democratic rights of states’.

b)   Obstacles to the delivery of a Social Europe

Other sessions of this conference will have examined the implications of the Services Directive, EU enlargement and the Lisbon agenda.   Collectively they mark a sharp shift in the direction of the EU.  In the 1990s EU legislation did not directly seek to erode existing social protection and labour rights or to place workers in one part of Europe in competition with those in another.  On the contrary, it sought in part to create a level playing field that would not disadvantage firms in France and Germany – even though this also involved macro-economic measures that radically diminished organised labour’s collective bargaining and transferred critical democratic powers from existing states.  Now a principal thrust of EU legislation is to increase ‘labour flexibility’ and to reduce social protection – and to do so within a wider labour market that has become much more fluid and uncontrolled.  While the original scope of the Services directive has been limited, it is not unlikely that legal judgements by the European Court of Justice and subsequent directives will restore much of the original content.  The Internal Market Commissioner, Charles McCreevy, previously Irish finance minister, has made this intent clear in recent statements.

Institutionally it is difficult to identify any improvement in labour’s future ability to win concessions within the structures of the EU.   

EU Parliament

Under the terms of the Nice Treaty the EU Parliament gained powers to directly amend legislation from the Commission – although the Commission and Council of Ministers still have the final say.   However, the composition of the Parliament resulting from the 2004 elections gives right-wing parties a dominant voice.  Out of a total of 733 seats the Left has 42, the Greens 42 and the Party of European Socialists (which includes the British Labour Party and other social democratic parties currently adopting neo-liberal positions) 199.   

EU Council of Ministers

The Council of Ministers retains the ultimate right to frame policy.   The enlargement of the EU has increased the relative weight of countries aligned to the Anglo-US bloc.  The importance of this was demonstrated in the final stages of the drafting of the EU Constitution where Britain and its allies managed to secure amendments that required EU military policy be in harmony with that of the North Atlantic Treaty Organisation.

EU Commission

The EU Commission still retains the right to initiate, frame and implement EU legislation.   There are currently 25 Commissioners.   Only six come from social democratic parties.  One of these is Peter Mandelson.

EU Court of Justice

This is distinct from the (non-EU) European Court of Human Rights.   The ECJ has to decide cases within the spirit of existing EU treaty legislation.  It does so in terms that maximise market freedom.  One of its most recent decisions was that the British NHS had to pay the costs of patients who chose to receive treatment in other countries of the EU – thus permitting a potential for queue jumping that could be financially disastrous for the NHS. 

European Central Bank

This is bound by the terms of the Maastricht Treaty and the Growth and Stability Pact.  It has to operate independently of the EU Council of Ministers, Commission or Parliament.  However, its own policy papers on macro-economic management are highly influential in the formation of EU Commission policy.  

In terms of the overall balance of power in the EU the election of Angela Merkel as German Chancellor, the split within the French government between Villepin and Sarkozy and the consequences of enlargement have decisively weakened the influence of those forces who wished to use the EU to safeguard the European (Business) Model.
   EU moves to liberalise financial markets and increase shareholder powers are now directly threatening existing structures of ownership and control.  It is significant that both French and German governments have decided to move directly, outside EU structures, to protect their own strategic firms from hostile takeover.

c)  How is Social Europe best delivered ?

This must be a question for the conference.  Overall, however, it would seem to be even more difficult than it was in the 1990s for a Social Europe to be delivered within and through the institutions of the EU.   The recent events which have served to check the EU’s neo-liberal direction have been at national level: the votes against the EU Constitution in France and the Netherlands in 2005 and the defeat in April 2005 of attempts by the French government to impose new labour laws reflecting EU policies.    The call of the 2005 TUC pinpoints the importance of defending the democracy of existing states as the starting point for a workers’ agenda at both European and global level.   

A key issue is whether this democracy at state level can be defended and, in terms of macro-economic policy, restored within the framework of existing EU treaties.

John Foster
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