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INTRODUCTION

In March 2000, the heads of state
or government adopted the Lisbon
Strategy, a ten-year project devised to set
‘a strategic goal for the European Union
in order to strengthen employment, eco-
nomic reform and social cohesion as a
part of the knowledge-based economy’.
The overall formula selected for conduct
of the strategy was that the European
Union countries would, through re-
course to the open method of coordina-
tion (OMC), engage in building knowl-
edge infrastructures, enhancing innova-
tion and economic reforms and modern-
ising social welfare and education sys-
tems. The main polices advocated were
those designed to promote the informa-
tion society and R&D in a context of
structural reforms to improve competi-
tiveness, innovation and completion of
the internal market, while modernising
the European Social Model, investing in
people and seeking to eradicate social
exclusion. While the original Lisbon
Strategy sought a balance between an
appropriate macro-economic policy mix,
cohesion policy and employment policy,
since its revision in 2005 this balance
has been tilted in the direction of com-
petitiveness.

Several targets were established at the
outset for achievement by 2010, the date
set for official evaluation and achieve-
ment of the Lisbon Strategy. Now that its
follow-up is being debated and fleshed
out, there would seem, at first sight, to
be something of a blind angle in terms of
what can be learned from the experience

of the Lisbon Strategy. Yet such les-
sons would appear essential for the as-
sessment of a new set of priorities,
based on an accurate perception of the
issues that need to be emphasised, in-
cluded or excluded in the future.

Every year, the Benchmarking Work-
ing Europe report offers a contribution
to the EU Spring summit. It provides a
genuine benchmarking exercise ap-
plied to the world of labour and social
affairs and grounded in effective la-
bour and social rights. The aim is to
establish what progress — or lack of it —
has taken place in selected areas of
importance to the trade unions and of
significance for a social Europe. Ac-
cordingly, in this year of preparation of
the strategic goals for the next ten
years, we have chosen to embark upon
a social stocktaking of the Lisbon
Strategy as a means of feeding into the
post-Lisbon debate. Among the ques-
tions addressed this year are the fol-
lowing: Are we moving in the direc-
tion of knowledge-based growth? Have
we witnessed creation of both more
and better-quality jobs? Do the indica-
tors point to an increase in social cohe-
sion? And how can workers better par-
ticipate in the achievement of these
various aims?

This ninth Benchmarking Working
Europe report is published at a time of
dramatic and potentially unprece-
dented financial, economic and social
crisis in the European economy. The

gloomy economic prospects for 2009
and 2010 will inevitably subject Euro-
pean labour markets to severe pres-
sures, thereby testing the real me-
dium- and long-term impacts of the
past ten years of structural reforms.

The indicators presented in this year’s
Benchmarking Working Europe re-
veal no major leaps forward in terms
of social achievements over the period
of the Lisbon Strategy. While the em-
ployment figures have improved, the
increase has been achieved mainly by
the creation of part-time and tempo-
rary employment. Even more worry-
ing are the indicators relating to the
investment in the knowledge-based
society, there having been a significant
lack of progress in the areas of lifelong
learning, school drop-out rates and
investment in research and develop-
ment, among others. Low-skilled
workers are suffering particularly in
the current growth climate, in terms
of both employment opportunities
and quality of jobs. Nor has signifi-
cant improvement been achieved in
relation to social cohesion. Inequali-
ties within countries have increased,
8% of the employed are working poor,
and no major advances are apparent
in terms of closing the gender gap
with regard to wages and poverty.
What is more, the wage share of GDP
has decreased steadily over the period.
All in all, convergence on social indi-
cators between countries has been de-
cidedly limited.

There would seem, under these cir-
cumstances, to be a genuine need to
review the overall policy approach in
relation to how Europe is to create the
foundations of a knowledge-based so-

ciety.

Turning to look at the economic situa-
tion, a glance at developments over the
past eight years displays a clear dis-
crepancy between the targets set and
the results achieved. If growth were to
continue at the same pace, it would
take another ten years to reach the tar-
gets set. Another important issue
commanding our attention is the speed
and force with which the current crisis
has undermined the European econ-
omy. That recession should have struck
so hard unquestionably calls attention
to the fragile foundations of the growth
patterns adopted in certain countries.
Part of the response must lie in a ques-
tioning of the rigid macro-economic
framework that had been adopted, as
well as the excessive wage moderation
which has been such a marked feature
of the last decade.

An evaluation of the contribution made
to the Lisbon Strategy by social partner
and worker participation serves to dem-
onstrate the potential available among
these actors and social institutions as
both drivers of change and safeguards
against derailment. And yet there also
seems to be an undervaluation of this
potential and of what, if more appropri-
ately harnessed, it could contribute.



INTRODUCTION

There would seem, in conclusion, to
be cause to question the underlying
foundation of the current Lisbon
Strategy with its primary emphasis on
economic growth as a driver for social
gains and more environmentally sound
developments. Several of the contribu-
tions to this volume show, in no uncer-
tain terms, that it is rather by raising
social and environmental standards
and wellbeing that we might succeed in
achieving a sustainable growth pattern
and a healthier and more cohesive so-
ciety for the future.

Though the findings revealed by this
latest exercise in assessing the extent
and impact of social and labour pro-
gress in Europe are less than encour-
aging, we hope you will derive both
interest and benefit from your reading
of this year’s Benchmarking Working
Europe.

John Monks

ETUC
General Secretary

Maria Jepsen

ETUI
Director of Research Department

Philippe Pochet

ETUI
General Director



1. CLOSE TO TEN YEARS OF THE LISBON STRATEGY

The Lisbon Agenda aims to turn Europe
into the most competitive economy in
the world by 2010 and to do this on the
basis of innovation and knowledge
while maintaining or defending social
cohesion. In other words, Lisbon is
about choosing the ‘high road’: global-
isation and competition with low-wage,
emerging economies, such as China,
should not be addressed by cutting
wages and intensifying situations of
work-related stress. The alternative is to
opt for ‘smart’ solutions: new products

and services to keep ahead of low-
cost competitors and new produc-
tion techniques to raise productivity
and improve cost positions.

Eight years after the start of the Lis-
bon Agenda, and two years before
its (provisional?) deadline, it is time
to take stock. Has the Lisbon Strat-
egy worked? And if it has not, can it
still be repaired or is it doomed to
fail and do we need a totally differ-
ent agenda?

Themes

1.1

1.2.

1.3.

1.4.

1.5.

Employment results

Has the knowledge economy
been built?

Has social cohesion been
maintained?

The Lisbon Agenda and casino
capitalism

Conclusions: can Lisbon be
made to work?



1.1. Employment results

Employment objectives

One ‘innovation’ of the 2000 Lisbon
Council was to set employment tar-
gets for Europe as a whole: by 2010
employment rates were to be raised to
70% for the population of working age
taken as a whole, to 60% for female
workers and to 50% for older workers.
This can be regarded as something of
a revolution. At the time, strong op-
position was exerted by the finance Figure 1.1: Employment rates, 2007
ministers who claimed — under the
influence of beliefs stemming from
financial market practices and the as- 7

sociated prevailing ideological stance
— that the objective of ‘full employ- 6
ment’ was outdated and that, in any
case, government policy was impotent 5
to exert influence in this respect.
When the European Council neverthe- 4
less decided to introduce these em- 0

ployment objectives, this represented MI HU PL IT RO SK GR BG BE FR LU LT EU ES CZ SI PT LV DE EE IE FI CY AT UK SE NL DK
a political victory for the employment >y

ministers.
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A ; Data source: Eurostat, web site consulted on 16/12/2008.
What has happened in reality over

these past eight years? On the one
hand, the overall employment rate in
Europe became stranded at 65.4% in
2007, making it rather unlikely that
the overall target of 70% will be at-
tained by 2010, particularly in the
light of the ongoing carnage in jobs
resulting from the financial turmoil.




1.1. Employment results

Employment objectives

On the other hand, the overall employ-
ment rate has been raised substantially,
from 62.2% in 2000 to 65.4% in 2007
for Europe as a whole. In no country
has the employment rate fallen over 12
this period, while some countries have 10
outperformed and staged a stunning
increase in employment rates. In Spain,
to give one example, the employment
rate soared from 56% in 2000 (and as
low as 50% in 1998) to 65.6% in 2007.
At the same time, a number of coun-
tries that were already performing well

I___----llllllllIIIIIIIIIIIII
(Scandinavian countries plus Austria

and_ the Netherlands) further_ in_creased RO PT UK MT DK HU SE BG LU BE PL FR AT FI NL EU EU SK DE IE GR SI IT CZ CY LT EE ES LV
their employment rates, achieving lev- 27 15

els well above 70%. All in all, millions of
new jObS have indeed been created in Data source: Eurostat, web site consulted on 16/12/2008.
Europe (see also Chapter 3 in this vol-
ume).

Figure 1.2: Evolution of employment rates, 2000 to 2007
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1.1. Employment results

Quality of jobs

One year after the Lisbon Council, it
was felt — under the Belgian presidency
of the European Union — that the Lis-
bon Agenda displayed a bias towards
the quantity of jobs at the possible ex-
pense of their quality and that this re-
quired some correction. The Laeken
Council therefore decided to define a
number of job quality indicators, with a
request to the Commission to develop
them further.

Looking back over close on ten years of
massive job creation in Europe, what
have been the practical experiences
with job quality?

Job quality, of course, has many dimen-
sions. Nevertheless, even if statistical
attempts to summarise these different
dimensions into one single indicator
(Leschke and Watt 2008; European
Commission 2008h) allow the conclu-
sion to be drawn that average job qual-
ity in the European Union has not actu-
ally fallen, the same work also shows
that, with regard to one dimension in
particular, there has been a substantial
regression: precarious work has spread
like a plague throughout Europe. With
the rise of non-voluntary or forced part-
time jobs, agency work, fixed-term em-
ployment and low-wage jobs, labour
and employment relationships have be-
come less stable and increasingly inse-
cure (see also Chapter 3 in this report).

To illustrate the magnitude of this trend
towards increasing numbers of atypical
jobs, Figure 1.3 shows the rise in em-
ployment rates expressed in full-time
equivalents. Employment performance
is heavily influenced by the prolifera-
tion of part-time work and, except in a
handful of member states, the expan-
sion in employment levels, when ex-
pressed in full-time equivalents, is not
particularly impressive. This observa-
tion sheds a different light on the over-
all rise in employment rates. Employ-
ment performance has, to a major de-
gree, been boosted by having more
workers in jobs that did not absorb
their total working time availability.

While part-time work may indeed be
a deliberate choice for a certain pro-
portion of the workforce, it nonethe-
less represents a significant waste of
human resources from the stand-
point of the economy as a whole, for
example when well educated work-
ers are forced to take up part-time
and lower-productivity jobs in the
effort to reconcile work and family
life.

Figure 1.3: Evolution of full-time-equivalent employment rates, 2000-2007
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Source: European Commission (2008). Note: * = 2001-2007.

RO* MT LU PT AT DK BE UK DE NL FR HU EU CZ EU SE F PL* SK IE

IT GR SI LT CYBG* ES EE LV



1.2. Has the knowledge economy been built?

Has anyone seen an increase in R&D budgets?

Transforming the economy into a
‘knowledge’ economy implies, for a
start, investment in research and devel-
opment (R&D), education, lifelong
learning. At the start of the Lisbon
Agenda, Europe laid down some com-
mon targets which member states
should seek to achieve, or in relation to
which they should at least try to im-
prove their performance: the share of
investment in R&D was to increase to
3% of GDP; the share of persons aged
25 to 64 involved in lifelong learning
should reach 12.5% by 2010; the per-
centage of early school-leavers was to
be reduced to below 10%.

The statistics on R&D are sobering, at
least when overall European figures are
examined. Irrespective of the European
average that is taken (EU27, EU15, or
euro area), some eight years after the
start of the Lisbon Agenda, the share of
R&D in GDP has barely moved. This
lack of progress is similarly reflected in
patent applications to the European
Patent Office, which have stagnated at
around 105 applications a year per mil-
lion inhabitants.

Of course, this European average does
conceal some successful efforts at na-
tional level. Austria, Denmark, Ireland,
Spain and Portugal have taken this tar-
get seriously and have increased their
R&D share in GDP, as have several

eastern and central European mem-
ber states, whose effort nonetheless
still remains at a very low level.
Finland and Sweden, which were al-
ready investing over 3% of GDP before
the start of the Lisbon strategy, con-
tinued to outperform other countries.

Nevertheless, the heavyweight coun-
tries (UK, France, Italy and Germany)
did not really move on this indicator,
explaining why the overall European
investment effort in R&D has re-
mained exactly where it already stood
in 2000 and well below the 3% Lisbon
benchmark.

Some limited progress can be re-
ported in the field of early school-
leavers. For the EU27, the share of the
population aged 18-24 with at most
lower secondary education and not in
training fell from 17.6% in 2000 to
15.2% in 2007. This trend of a falling
share of youngsters with a low educa-
tional level is also apparent in virtu-
ally all countries. Nevertheless, for
Europe as a whole and for many indi-
vidual countries, there is still a long
way to go to achieve the Lisbon target
of a maximum level of 10%.

25
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CY SK BG* RO PL* GR MT LV LT HU IT**

Data source: Eurostat, web site consulted on 16/12/2008. Note: * = 2006, ** = 2005.
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1.2. Has the knowledge economy been built?

Lifelong learning: progress thanks to statistical trend breaks?

Moreover, in a few countries the situa-
tion gives rise to concern. Spain and
Portugal record a share of early school-
leavers over 30%. Though this trend is
decreasing in Portugal, Spain has actu-
ally seen a (limited) rise in early school-
leavers. Nor is the UK result of a reduc-
tion of early school leavers from 18.4 to
17% particularly impressive insofar as it
leaves the UK at almost the double the
10% benchmark.

Progress in the area of lifelong learning
is also somewhat limited. The incidence
of lifelong learning in the EU27 has in-
creased from 7.1% in 2000 to 9.5% in
2007. It should be added that, as a re-
sult of a statistical trend break in 2003,
the observed increase is actually an
overestimation. One star performer here
is Denmark which, even taking into ac-
count this statistical trend break, man-
aged to increase the share of people in
lifelong learning from an already high
level of 25.5% in 2003 to 29.2%. The
overall conclusion for the European
Lisbon Agenda is that much still re-
mains to be done if the benchmark of
12.5% is to be reached by 2010.

10

Figure 1.5: Early school-leavers, 2007
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Data source: Eurostat, web site consulted on 16/12/2008. Note: Percentage of the population aged 18-24 with at most lower secondary education and not in
further education or training.

Figure 1.6: Lifelong learning, 2007
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Data source: Eurostat, web site consulted on 16/12/2008. Note: Percentage of the population aged 25-64 participating in education and training over the four
weeks prior to the survey.




1.3. Has social cohesion been maintained?

Inequality: the forgotten dimension

Apart from a reference to an annual de-
crease in the gender pay gap of at least 1%
and an intention to set objectives to re-
duce the incidence of low wages and the
number of working poor, the Lisbon
Agenda never really did provide a defini-
tion or indicators of social cohesion.

However, one important way — albeit
not the only way — to measure social
cohesion is to look at inequalities in in-
come distribution (compare also Chap-
ter 4 in this volume). Here, we use the
ratio of total income received by the
20% of the population with the highest
income (top quintile) to that received
by the 20% of the population with the
lowest income (bottom quintile).

The finding is that, for EU25, income
inequalities have widened since 2000.
Whereas the top quintile at that time
received 4.5 times as much income as
the bottom quintile, this ratio had in-
creased to 4.8 in 2007.

Germany and Italy are two countries
where the labour market was ‘modern-
ised’ by deregulating workers’ rights to
unemployment benefits (Hartz reform in
Germany) and to stable contracts (Biagi
labour law reform in Italy). In Germany,
inequality rose from 3.5 to 4.1. In Italy,
the top quintile earned 5.5 times as much
as the bottom quintile in 2007, a figure
that had risen from 4.5 in 2000.

Poland, Portugal, Romania, Ireland, as
well as the UK, are also characterised
by rising inequalities. Inequalities rose
in Denmark too. However, this increase
occurred from a rather low level.

In France, Spain, the Netherlands and
Belgium, inequalities remained stable,
although at relatively high levels for the
former two countries. The only excep-
tions to the general trend are Estonia
and Malta where inequalities have
fallen somewhat since 2000.

Figure 1.7: Inequality of income distribution, top quintile divided by lowest quintile, 2007
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Data source: Eurostat, web site consulted on 16/12/2008. Note: * = 2006.
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1.3. Has social cohesion been maintained?

Trickle-down strategies do not work

The 2005 relaunch transformed the
Lisbon Agenda into an agenda for

‘growth and jobs’. The claim of Lisbon,
vintage 2005, was that a job was the Figure 1.8: At-risk-of-poverty rate after social transfers, 2007
best guarantee for social cohesion.
22
The results obtained above already re- 20
fute this (ideological) claim since, al- 18
though Europe did indeed create more ii
jobs, the quality of the jobs created was 12
too often problematic and income ine- 10
qualities were increasing. Moreover, 8
despite falling unemployment and ris- 6
ing employment, poverty did not fall. In 4
2007, in the EU25, 16% of Europeans 2
are at risk of poverty after receipt of so- 0
cial transfers (see Figure 1.8) . Poverty SK SE CZ NL AT Sk DK HU FR DE* FR Fl BG* LU MT BE* CY PL PT IE RO* EE LT UK* GR ES IT* LV
is highest in the southern European,
Baltic and Anglo-Saxon countries. The Data source: Eurostat, web site consulted on 16/12/2008. Note: * = 2006.
Nordic countries, the Netherlands, and

the Czech Republic have poverty rates
below the European average.

12



1.4. The Lisbon Agenda and casino capitalism

Financial innovation

Despite the fact that the Lisbon
Agenda of investing in innovation
and knowledge has seen only very
modest implementation, millions of
new jobs have been created in the
European economy. This raises the
question of what other forces have
been driving employment dynam-
ics.

In the era of globalisation in which
emerging economies like China are
bound to profit from their low-wage
competitive advantage and increased
market shares in international trade,
OECD economies basically have two
other options in trying to get back to
full employment.

One option is to use techniques of fi-
nancial market ‘innovation’ which,
basically, push economic agents to
take on more, even excessive, debt so
that spending can continue. The aim
is to over-compensate for import leak-
ages to emerging economies by boost-
ing total spending, in that way keep-
ing the economy in full employment.
Put simply, industrial jobs disappear-
ing into China are replaced by jobs in
the sectors of distribution, personal
services, construction and finance.
Excessive debt dynamics are then ac-
companied by asset price bubbles and
rising current account deficits.

The other option for OECD countries
to resist the impact of globalisation
on full employment is to go for a
‘beggar-thy-neighbour’ strategy of
competitive wage moderation. The
aim is of course not to try to compete
with low-wage countries as such. In-
stead, the objective is to ensure that a
larger share of the volume of indus-
trial activity remains localised in
Europe and this takes place at the ex-
pense of neighbouring countries.

In Europe, both strategies have been
implemented. The UK, Ireland and
Spain are countries that have been
using the technique of ‘casino capital-
ism’. This goes a considerable way
towards explaining, for example, the
enormous hike in employment rates
in Spain over the past years. Ger-
many and Austria, on the other hand,
have opted unequivocally for wage
moderation, with real wage increases
practically absent over the past seven
years or so.

Ultimately, both models run into a
brick wall. Household debt burdens
cannot rise indefinitely, nor can
banks keep on increasing their bal-
ance sheets without adequate capital
to back this. The credit squeeze which
is dragging Europe and the world
economy down into a major depression

. excessive borrowing to speculate

basically means that the limits of ‘ca-
sino capitalism’ as a means of surviv-
ing and promoting full employment
on ‘borrowed’ money have been
reached. The model of ‘export-led
growth’ does not, however, perform
any better. From the moment that ‘ca-
sino capitalism’ countries run into
difficulties, the ‘export’ countries
immediately fall into depression too,
since internal demand dynamics
have been undermined by years of
wage moderation.

Accordingly, looking back over eight
years of Lisbon, much of the em-
ployment performance appears to be
a ‘mirage’ with one part of Europe
having lived on ‘borrowed money’
and the other part on ‘beggar-thy-
neighbour’ policies. Given the only
modest investment in innovation and
knowledge, the rise in employment
rates is not actually attributable pre-
dominantly to ‘Lisbon’.

13



1.5. Conclusions: can Lisbon be made to work?
Limits to competition on the internal market are necessary

The question remains as to why mem-
ber states have not wholeheartedly im-
plemented the Lisbon agenda, despite
the European pressure on them?

Part of the answer lies in the fact that
the Lisbon Agenda is not a European
but rather a national agenda. Basically,
it is up to member states to implement
Lisbon and invest in innovation and
knowledge. Member states do not,
however, operate in a vacuum but in a
European internal market. And this in-
ternal market is putting constant com-
petitive pressure on them: to ‘seduce’
the international investment that is
heading for Europe into choosing to
locate in their particular country,
member states continuously feel the
need to control wages, to cut social
spending and non-wage labour costs,
to make labour relations increasingly
flexible. Faced with this short-term ‘re-
form’ pressure, not much political capi-
tal remains to pursue the long-run
agenda of improving competetiveness
on the basis of innovation.

Moreover, cost competition between
member states also takes place on the
basis of tax competition. In Europe,
taxes on corporate profits have been
slashed, zero-tax or flat-tax regimes
have been introduced, capital gains and

14

wealth taxes have been abolished. In-
vesting in innovation, however, costs
money, so the drive to compete on the
basis of taxes actually represents a major
deterrent for member states in relation
to implementation of the Lisbon
Agenda.

Another part of the answer is that
member states may indeed have good
reason to believe that ‘innovation and
knowledge’, while necessary, are not
sufficient to reach the objective of full
employment. In the end, even in those
countries that invest massively in in-
novation, the share of knowledge
workers in total employment is rela-
tively small and insufficient to exert a
major impact on total employment
performance (see Figure 1.9).

Figure 1.9: Share of information technology in total

Source: Natixis (2008).
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2. HAS THE LISBON STRATEGY EQUIPPED EUROPE TO BECOME MORE

RESILIENT TO THE ECONOMIC CRISIS?

This chapter gives an overview of re-
cent macroeconomic trends in the
European Union in order to provide a
background against which the sub-
stantive policy areas examined in
other chapters of the report can be
evaluated. The chapter will focus on
the unprecedented economic crisis
currently threatening Europe and the
global economy, while also seeking to
draw up a balance sheet of the Lisbon
Strategy’s achievements over the past
eight years. Insofar as an underlying
assumption of the Lisbon Strategy
was that it would make Europe more
resilient to outside economic shocks

(European Commission 2007b), the
current economic crisis will serve also
as a test case for the achievements of
the Lisbon Strategy. It is the Commis-
sion’s claim that, thanks to the struc-
tural reforms carried out in recent
years, European economies are better
equipped than in the past to face the
current crisis. The validity of this
claim will be examined in the course of
a brief overview of the economic de-
velopments of the past decade in the
light of the Lisbon Strategy and the
most recent evidence concerning the
state of the European economy in the
grip of crisis.

Themes

2.1

2.2.

2.3.

24,

2.5.

2.6.

2.7.

Lisbon growth objectives and
reality 1999-2009 — a 19%
mismatch

Development of GDP growth in
the EU15, the NMS and the US

Labour productivity —
a decisive element of growth

How resilient were the
foundations of growth in
Europe?

How the financial crisis
developed into an economic
crisis

European economy: ‘hard
landing’ from 2007 to 2009

Conclusions: first lessons from
the crisis with a view to Lisbon
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2.1. Lisbon growth objectives and reality 1999-2009 — a 19% mismatch
The Lisbon growth trajectory and reality

The Lisbon Strategy was launched in
2000 in order to make Europe ‘the
most competitive and dynamic know-
ledge-based economy in the world’,
this being regarded as a prerequisite
for ‘more and better jobs’ and ‘social
cohesion’. While most of the quantita-
tive targets set were geared to employ-
ment-related objectives, the achieve-
ment of the Lisbon targets was explic-
itly predicated on a sustained rate of
economic growth of 3% per annum.

Figure 2.1 shows, on the one hand, ac-
tual GDP growth performance for the
EUL5 until 2007, with the latest
Commission prognoses for 2008 and
2009 (European Commission 2008g,
2008f), and, on the other, the growth
targets implied by the Lisbon objec-
tives based on the assumption of 3%
growth over the decade. The gap be-
tween reality and target (indicated by
dotted line on figure 2.1) is so large
that Europe would need 19% real GDP
growth in the year 2010 to eliminate
it. Assuming continuation through the
coming years of the average growth
rate between 2000 and 2009, it would
take another decade to fulfil the 2010
growth target.

16

14

135 v Lisbon target
13

1.25 . —O0— EU15
12

115
11

1.05

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Data source: European Commission (2008g) for 1999-2007, European Commission (2008f) for 2008 and 2009.



2.2. Development of GDP growth in the EU15, the NMS and the US (2000-2008)

Growth trends in the EU and the US

In March 2005, the Lisbon Strategy
was re-launched, placing jobs and
growth at the top of European politi-
cal priorities. This focus stemmed
from the recognition that economic
growth in Europe had been disap-
pointing, relative to the most dynamic
economies in the world and specifi-
cally to the US, and that the European
Union faced major challenges in cop-
ing with globalisation and ageing
populations. As Figure 2.2 shows, be-
tween 2002 and 2006 European
growth had substantially lagged be-
hind the US, 2007 being the turn-
around year when, for the first time
since 2001, growth in the EU again
exceeded that in the US. 2008 will
show an almost one-percentage-point
growth advantage for Europe. Accord-
ing to the latest prognoses, Europe
seems likely to fare slightly better
than the US in 2009 as well.

The 12 New Member States (NMS)
that joined the EU in 2004 and 2007
have been outperforming both the US
and the EU15 each year, characteristi-
cally by a three-percentage-point
growth advantage.

The average growth rates of the NMS
were characteristically between 4 and
5% over the period in question, with the
Baltic states having achieved an even
higher growth dynamic of up to 10%

in individual years. In most of the re-
gion this was largely driven by foreign
direct investment, while in the Baltic
states the exuberant growth dynamics
were driven also by credit-financed
consumption and the construction
sector.

Economic convergence by the NMS
has thus been sustained for a long pe-
riod through the decade.

With regard to the components of
growth, the European economy as a
whole was driven by domestic de-
mand (private and public consump-
tion, investment and changes in in-
ventories) for most of the period.

The dip in growth in 2005 was due to
a drop in exports as a result of cur-
rency appreciation, while the regained
growth dynamic in 2006 and 2007
has been rather broad-based. The
sudden downturn in the second quar-
ter of 2008 was due to a drop in do-
mestic demand at a time when net
exports still exerted a positive growth
impact.

Figure 2.2: Growth performance in the EU and the US
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Data Source: European Commission (2008g).
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2.3. Labour productivity — a decisive element of growth (2000-2008)
Trends in the EU15, the NMS and the US

Labour productivity — output per
employee or working hour — is a key
determinant of economic growth.
The long-term catch-up trend of pro-
ductivity in Europe compared to that
of the US came to an end in the mid-
1990s. In the following decade the
US achieved both higher productivity
and higher employment growth, ex-
cept during the recession of 2000-
2001. The productivity gap widened,
in particular, between 2001 and
2005, when the US experienced
high-productivity economic growth
at a time when productivity growth
lost momentum in the EU15 (Figure
2.3). In 2006, when growth had been
picking up again in Europe, produc-
tivity grew faster there than in the
US, even though the US growth rate
remained higher. In the same vyear,
for the first time in the decade, pro-
ductivity expressed in terms of
GDP/hour was also higher in Europe
than in the US. In 2007 and 2008,
while growth rates in Europe were
slightly above those of the US, pro-
ductivity growth at moderate levels
ran rather parallel. The EU as a
whole, however, proved incapable of
maintaining high productivity
growth for any extended period.

Productivity increase in the NMS12

was sustained on a three-percentage-
point higher level than in the EU15

18

throughout the decade and also sub-
stantially outperformed the US in
each year. In the period 2006-2008,
the increase in productivity in the
NMS slowed somewhat, compared to
previous years, and, since growth
was maintained on high levels, this
development finally led to noticeable
job creation in most countries of the
region.

The decisive components of produc-
tivity are developments in physical
capital and changes in the quality of
labour input. For the period 1999-2006
total factor productivity (the effect of
technological change, organisational

innovation, the use of ICT technolo-
gies and the functioning of the mar-
ket) accounted for 5.8% of the growth
in value added in the EU25 and for
36% in the US (Carone et al. 2006).
This indicates that, in terms of
achievements in the qualitative as-
pects of productivity gains that are
related to the knowledge-based econ-
omy, Europe is still lagging behind
the US and the achievements of the
Lisbon Strategy are not clearly visible.

Figure 2.3: Productivity development in the EU and the US, GDP/worker, 2000-2008 (annual

change, %)
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Data Source: European Commission (2008j).
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2.4. How resilient were the foundations of growth in Europe?

Growth and jobs — productivity and wages

Cumulative real GDP growth in the period 1999-
2008 was higher in the US (15.7%) than in the
EU15 (11.6%), but the latter created more jobs.
While employment had increased by 8.3% in the
US, the EUI5 managed overall employment
growth of 10.4% during the period in question.
The NMS, while having shown cumulative real
growth in GDP of 47.6% for the period, experi-
enced job creation to no more than a marginal ex-
tent (by 6.0%), as Figure 2.4 shows. Given these
countries’ low economic weight, however, this fact
did not substantially alter the overall picture of
stronger job creation in Europe.

During previous downturns employment has re-
mained rather ‘resilient’ in Europe. Now, with
greater labour market flexibility as a result of
structural reforms on European labour markets in
the most recent period, this may, however, no
longer be the case, as is suggested by the immedi-
ate drop in employment at the initial phase of the
current crisis.

The gap between the development of productivity
and the compensation of workers that has been
widening in the EU27 throughout the decade (Fig-
ure 2.5) has led to a situation in which private con-
sumption, as an essential element of domestic de-
mand, has remained fragile in Europe. In the ab-
sence of sound purchasing power of the population
based on real wage development, private consump-
tion was either fuelled by the credit and asset bub-
bles (as in the UK, Ireland, Spain and in some of
the NMS) or remained depressed, as in Germany.
As a result, European growth became more de-
pendent on outside shocks, as the immediate con-
sequences of the present crisis show.

Figure 2.4: GDP and employment growth in the US, EU15 and NMS12, cumulative % change

1999-2008
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Data Source: European Commission (2008j).

Figure 2.5: Growth of productivity and real compensation per employee for the EU25, 1995-

2007 (cumulative change, 1995=100)
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2.5. How the financial crisis developed into an economic Crisis
How the contagion spread

The immediate causes of the financial
crisis triggered by the collapse of the
US subprime mortgage market have
been widely discussed in the media
(Balzli et al. 2008). Extensive cover-
age has also been given to how this
collapse evolved into a major financial
crisis through the opaque financial
techniques previously heralded as fi-
nancial innovations (The Economist
2008). The extent to which financial
services were decoupled from the real
economy and developed on a reck-
lessly unregulated financial market
and ended up in a huge bubble blown
by structured investment vehicles at a
value ten times the world GDP (Balzli
et al. 2008: 79) is a matter that was
also addressed and the risks of this
practice were frequently emphasised
(van den Burg and Rasmussen 2007,
ETUC 2008b).

Figure 2.6 shows how the contagion
was dispersed through different chan-
nels and throughout the whole world
via the globalised financial markets.
The unprecedented character of the
crisis appears in the fact that the con-
tagion swept across the whole world
and attacked through different channels
in parallel. The basic effect was that
the ‘toxic assets’ resulted in huge
losses at financial institutions and the
previously abundant liquidity turned
into a credit crunch paralysing the
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2.5. How the financial crisis developed into an economic crisis
The unforeseeable consequences

entire banking system in the US,
Europe and worldwide. The European
financial system was an excellent and
fertile soil for these opaque financial
instruments, as accumulated profits
were desperately seeking returns higher
than investments in the real economy
could have offered. Even if the conta-
gion hit the European banking system
unexpectedly hard, the dramatic effects
of the financial crisis to the European
economy came as a surprise to every-
one. Up to the Lehman Brothers bank-
ruptcy in mid-September 2008, the ef-
fects of the US-rooted crisis on Europe
were still seen as moderate. This can
be traced through the different prog-
noses issued at different times of the
year and which, until the most recent
period, were regularly downgraded
(Figure 2.7).

The basic mechanism, as the financial
and banking crises hit the real econ-
omy, has been that, due to financial
losses and evaporated trust, banks
were no longer performing their basic
function of financing the economy.
Enterprises could not finance their
daily operations, investments were
blocked and consumption broke down
in market segments where credit fi-
nancing had played an important role
(construction sector in the US and in
a number of European countries, auto-
mobile sector in the US and Europe).

All this led to a sudden demand shock
affecting exports, investment goods
and consumption. There were a hum-
ber of other factors that also played a
role (Watt 2008) and aggravated the
situation further (the dragging effect
of previously high energy and raw
material prices, exchange rate effects
and unnecessarily tight monetary
policy in Europe up to the last phase
of the crisis).

The underlying fundamentals for the
spread of the crisis were, however,
the chronic imbalances in the world
economy, within the Euro area and
within the national economies of a

large number of member states. The
European context in this respect will
be briefly addressed in the next sec-
tion.

Figure 2.7: 2008 GDP forecasts for 2009, euro area (EU27)

IMF -0.50% 0.20% 1.20%
(Nov 6) (Oct) (Apr)
European Commission -1.90% (-1.80%) | 0.10% (0.20%) 1.50% (1.80%)
P (Jan 2009) (early Nov) (spring)
-0.60% 1.40%
Si2e0) (late Nov) (spring)
ELNEP 1'59%
(spring)

Source: Watt (2008), European Commission (2009).
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2.6. European economy: ‘hard landing’ from 2007 to 2009
How deep and how long?

Despite the evolving crisis in interna-
tional financial markets in 2007, the
European economy seemed to be well
on track in that year and, with real GDP
growth of 2.7% in the Euro area, it out-
performed the US (2.2%). After a long
struggle, Europe seemed confident of
resisting the effects of the financial
turmoil triggered by the US sub-prime
crisis.

The reasons why Europe was hit so
hard within such a short time were a
series of factors that made previous
growth unsustainable once the outside
environment turned unfavourable. A
number of member states, such as the
UK, Spain and Ireland, had been enjoy-
ing growth based largely on credit and
real estate bubbles. In several new
member states consumption was fi-
nanced to a large extent by credits de-
nominated in foreign exchange. In the
absence of domestic capital accumula-
tion, ‘catching up economies’ are reliant
on external financing and this, together
with high levels of current account defi-
cits, made them especially vulnerable to
turbulence on financial markets. More-
over, the economies of new member
states are integrated with the European
and the world economy to a higher ex-
tent than most EU15 economies and are
highly dependent on external demand.
Germany, on the other hand, where
domestic demand was chronically
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depressed, not least because of endur-
ing wage moderation, had managed
its growth through an export offensive
that, however, came to a sudden halt
with the crisis.

The ‘hard landing’ that is visible in
Figure 2.8 refers mostly to those
economies with unsustainable past
growth strategies, characterised as
‘bubble growth’ in the previous sec-
tion.

The most dramatic downturn is to be
seen in Latvia, where above 10% GDP
growth in 2007 is likely to turn into a
decrease of 6.9% by 2009. Previous

Figure 2.8: Gross domestic product in 2007 and prognosis for 2009 (annual growth)
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Data Source: European Commission (2009).

high-growth economies, such as Es-
tonia, Lithuania and Ireland, are also
expected to be hit hard, with a pro-
jected drop in GDP of 4-5 % in 2009,
while the 2.8% negative growth fore-
cast for the UK also represents
a huge setback. Other major econo-
mies are expected to experience
a downturn of around 2%, with
the Euro area GDP set to fall by 1.9%
and the EU27 by 1.8% in 2009
(European Commission 2009). This
is a dramatic change compared to the
2007 performance (Fig 2.8), but also
in comparison with the prognosis of
the Commission nine months ago
(Fig 2.7).
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2.7. Conclusions

First lessons from the crisis with a view to Lisbon

The Lisbon Strategy was supposed
to be based on quality growth
(growth based on the knowledge-
based economy) and on quality jobs.
In this chapter we have focused on
the economic aspects.

Recent and current European growth
proves, in quantitative terms, to be
weak, insofar as no more than ap-
proximately half of the growth ob-
jective required to underpin the Lis-
bon Strategy will have been achieved
by 2010. This outcome is, to a large
extent, attributable to a non-adaptive
macroeconomic policy framework
(ECB monetary policy, Stability and
Growth Pact). Pressure on consumer
demand as a result of decade-long
wage moderation meant that Europe
was vulnerable to outside shocks
(financial turbulence and drop in
external demand). In some member
states growth strategies were not
sustainable and displayed features
similar to the bubble-driven growth in
the US.

In quality terms, productivity devel-
opment was moderate and did not
sufficiently benefit from the knowl-
edge-based factors envisaged by the
Lisbon Strategy.

It was thought that, as a result of the
achievements of the Lisbon Strategy,
Europe would be more resilient to an
externally rooted crisis. This expecta-
tion seems not to have been justified,
considering the speed and the depth
with which the US-based crisis has
swept over Europe. In the case of
previous crises, the pattern has been
that the US falls deeper into recession
but recovers faster, whereas Europe
remains mired in crisis for a pro-
longed period. The current forecasts
seem to indicate that history may well
repeat itself once again. Concerns ap-
pear regarding the labour market as
well, as with higher labour market
flexibility and the expansion of pre-
carious jobs (see Chapter 3) labour
market stabilisers that served to
dampen the employment impacts of a
crisis are not in place to the same ex-
tent as previously.

Policy responses to the current crisis
in Europe need to be coordinated,
but not uniform, given the diversity
of the situation in individual member
states. The present spectacle is of di-
verging responses developed accord-
ing to an ad hoc approach and not
matched to the specific needs or ca-
pacity of the member states.
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3. HAS THE LISBON STRATEGY CONTRIBUTED TO MORE AND BETTER

JOBS?

The European Employment Strategy
(EES) — a key component of the
Lisbon Strategy — was launched at the
Amsterdam European Council in June
1997. The Amsterdam Treaty obliged
member states to develop a coordi-
nated strategy for improved employ-
ment outcomes. It created the frame-
work for a country surveillance proce-
dure by way of common employment
guidelines on the basis of which
member states were expected to de-
velop individual National Reform
Programmes. The sole competence for
employment policies remains with the
member states but the position of the
Council and the European Com-
mission, as well as of the European
social partners, in regard to influenc-
ing and shaping member states’ em-
ployment policies has been strength-
ened considerably.

The Lisbon European Council held in
March 2000 formulated the strategic
goal of becoming ‘the most competi-
tive and dynamic knowledge-based
economy in the world, capable of
sustainable economic growth with
more and better jobs and greater so-
cial cohesion’.

In regard to the goal of creating ‘more
jobs’, the following quantitative tar-
gets — to be reached by 2010 — were
set: raise the overall EU employment

rate to 70%; increase the number of
women in employment to more than
60%; and increase the employment
rate of older persons (55-64) to 50%.
The targets formulated within the
EES for the other two employment-
related goals, i.e. ‘better jobs’ and ‘so-
cial cohesion’, were less clear-cut.
The Laeken Summit in December
2001 adopted a variety of indicators
relating to quality of work (or rather
quality in employment) which also
covered the dimension of social cohe-
sion (compare European Commission
2001). Insofar as they cover aspects
including, for example, employment,
unemployment, education and child-
care, the Laeken indicators go well
beyond the issue of job quality, while
at the same time, since they were in-
evitably the result of compromise,
they disregard important dimensions
of job quality such as wages.

This chapter will consider the extent
to which the EES, as a component of
the Lisbon Strategy, has in the last ten
years led to developments towards
more and better jobs and towards
greater social cohesion in the coun-
tries of Europe. Some evidence will be
provided in relation to the question of
whether more and better jobs do in-
deed go hand in hand or whether em-
ployment growth has, in actual fact,
come at the expense of job quality.

In order to measure the dimension
of ‘more jobs’, standard indicators
from the European labour force sur-
vey (LFS) are used (employment and
unemployment rates, part-time and
temporary employment shares). All
2008 data refer to the second quar-
ter. In some cases annual averages
(latest available data refers to 2007)
are preferred, since they avoid sea-
sonal distortions. Developments in
employment rates are discussed with
reference to the employment goals
within the Lisbon Strategy. The
Lisbon employment rate targets are
targets for the EU as a whole but
here they will be used also as
benchmarks for single countries.

The dimension of ‘better jobs’ is
discussed on the basis of a job qual-
ity indicator (JQI), recently devel-
oped by ETUI researchers, which is
based on a mix of data sources. In
contrast to the Laeken indicators, it
strictly captures quality of jobs and
thus allows a ranking, and thereby
benchmarking, of countries (com-
pare Leschke et al. 2008; Leschke
and Watt 2008).

The dimension of social cohesion will
be incorporated into the analysis by
means of a breakdown of the statisti-
cal indicators by, for example, gen-
der, educational level and age.

Themes

3.1. More jobs?
Labour market developments

Developments in employment
rates

Development of unemployment
Part-time employment
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The Job Quality Index

Developments over time in
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The job quality index for EU27
countries

3.3. Conclusions: More and better
jobs?
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3.1. More jobs?

Labour market developments

The overall EU27 employment rate has
increased by about 5 percentage points
over the last ten years and in the sec-
ond quarter of 2008 it stood at 66%. In
2007 overall employment had in-
creased by 3.5 million people (Euro-
pean Commission 2008h). At the same
time unemployment had, on average,
declined steeply, having fallen to a low
of 6.8% in 2008h (Figure 1). Increasing
employment in Europe is mainly due
to growth in female employment and
employment of older people. In spite of
these improvements, the intermediate
Lisbon employment rate target of 67%
— formulated for achievement by 2005 —
has still not been reached and it is
highly unlikely that the EU will succeed
in achieving the 70% target by 2010.

Another problematic feature is that
large portions of the employment
growth were due to the creation of
non-standard jobs, part-time employ-
ment having increased by more than
two percentage points over the last ten
years and temporary employment by
almost three percentage points (com-
pare Figure 3.1). As will be seen below,
these forms of employment have been
concentrated among specific labour
market groups such as the low-skilled,
women and youth.
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Figure 3.1: Developments in employment and unemployment over the last 10 years (EU27)
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3.1. More jobs?

Developments in employment rates

Differences between European countries
in terms of employment rate remain
large. Eight countries (DK, DE, CY, NL,
AT, FIN, SE, UK) had already achieved
the 2010 overall employment rate goal of
70% in the second quarter of 2008,
whereas four (IT, HU, MT, RO) still had
employment rates below 60%. The dif-
ference between Malta, the country with
the lowest total employment rate
(55.2%), and Denmark, the country with
the highest rate (78.4%), is 23 percent-
age points (not shown).

Substantial differences between men
and women also continue to be found in
all countries. A comparison of male and
female employment rates on an EU27
average shows them to be still 14 per-
centage points apart, with Finland and
Sweden displaying the smallest gender
gaps in this respect, while the largest are
to be found in Malta, Italy and Greece.

The specific Lisbon target for the female
employment rate by 2010 is 60%. This
target has already been exceeded by 15
countries, only six of which had em-
ployment rates of above 60% back in
2000 (compare Figure 3.2). Except for
Romania where female employment
rates have decreased substantially over
the last eight years, growth in female
employment has been seen in all coun-
tries, the EU27 average having increased
from 53.6 to 59.1%. In nine countries

female employment rates increased by
more than seven percentage points over
this time period, particularly large in-
creases having been observed in Spain,
Bulgaria, Cyprus, Estonia and Latvia.
Seven of the twelve countries that have
so far failed to achieve the 60% target
are still more than five percentage
points away from the 2010 target.

At the other extreme are to be found
the Scandinavian countries and the
Netherlands with employment rates
of more than 70%. Denmark and
Sweden, especially, have compara-
tively high childcare coverage rates
for very small children and large in-
work flexibility. The Netherlands makes
extensive use of part-time employment

(exercised in most cases by women
and thus not gender-neutral). Finland
guarantees childcare to those who
need it but also has a so-called ‘home
care allowance’ which has been criti-
cised for keeping mothers of young
children out of the labour market
(compare OECD 2005:14). By allow-
ing better reconciliation of work and
family life, these measures support
high female employment rates (for
more information refer to OECD
2007). Meanwhile, two New Member
States (NMS) — Estonia and Latvia —
have caught up and are now among
the group of best-performing coun-
tries. A comparison of employment
rates of women between Malta (worst
performer) and Denmark (best perfor-

mer) yields a difference of about 36
percentage points.

While improvements in male employ-
ment rates have also been seen in the
majority of countries, they are much
less marked than among women (Fig-
ure 3.2). The EU27 average currently
stands at 73%, 2.3 percentage points
up from 2000. Eight countries have
not yet reached the 70% threshold,
Hungary with a male employment rate
of 63.1% being the worst performer. At
the other extreme, Denmark and the
Netherlands have male employment
rates of above 80%. Large increases in
male employment rates have been
achieved in three of the NMS, namely
Latvia, Estonia and Bulgaria.
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3.1. More jobs?

Developments in employment rates

It is often thought that full-time-
equivalent employment rates repre-
sent a better measure of employment
than pure employment rates which do
not take into account whether em-
ployment is exercised on a full-time
or a part-time basis. The average full-
time-equivalent employment rate in
fact grew by only 1.7 percentage
points between 2001 (first available
year) and 2007 when the rate for
women was a mere 49.8 % and that
for men 70.4 percent (European
Commission 2008h, statistical an-
nex). Malta, once again, figures worst,
displaying the largest gender gap
(32.5% for women as against 72.8%
for men). Only seven countries (SlI,
LT, SE, DK, LV, Fl, EE) — a mix of
NMS and Scandinavian countries —
have full-time-equivalent employ-
ment rates of women of above 60 %.
Nine countries (MT, IT, NL, LU, GR,
BE, DE, ES, PL) — corporatist, south-
ern European, and NMS — have full-
time-equivalent employment rates of
women of below 50% (not shown).

Three of the four countries with the
highest female employment rates
(Figure 3.2) are also placed close to
the top in terms of full-time equiva-
lents (Finland, Sweden and Den-
mark). The Netherlands, however,
third-best performer in terms of
female employmentrates, due to its
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huge share of part-time employment,
is third-worst in full-time-equivalent
terms for, according to this measure-
ment, its score falls to 60.4%.

Besides women, older workers (here
defined as 55-64 years) have also been
on the European employment agenda
in recent years. And indeed, the EU27
employment rate for this group, which
stood at 44.7% in 2007 (yearly aver-
age), had increased by almost eight
percentage points since the onset of
the Lisbon Strategy in 2000, growth
having been somewhat stronger
among older women than among older
men. In fact, during this period four

countries (BG, LV, HU, SK) either
doubled or close to doubled their em-
ployment rates for older women. Al-
together, almost all countries saw im-
provements over this period, the only
exceptions being Malta and Portugal,
where employment rates remained
more or less static, and Romania
where they decreased.

Gender differences, while having de-
creased somewhat in recent years, are
still pronounced. While older men on
average have an employment rate of
55.1% (in the second quarter of 2008),
older women have an average rate of
only 37% (compare Figure 3.3). In

Malta (with an excessively bad out-
come), Poland, Slovenia, Slovakia and
Greece, employment rates of older
women are not even half as high as
those of men. Gender differences also
remain particularly great in Belgium,
Italy, Austria, Spain, the Czech Re-
public and Cyprus. The best perform-
ers in terms of gender equality in the
employment rates of older workers
are Finland and Estonia, with Latvia
and Sweden also doing rather well.
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3.1. More jobs?

Developments in employment rates

In the second quarter of 2008, the EU27
average for this indicator is, at 45.8%,
still more than four percentage points
below the 50% employment rate target
of 2010. If individual countries are
benchmarked on this target, it is seen
that the majority of countries have not
yet achieved it and that a large number
of these are still more than ten percent-
age points short of doing so. The best
performers again include the Scandina-
vian countries, as well as the UK and
two NMS, Latvia and Estonia. Sweden
has by far the highest employment rate
of older people, with 70.4%, a level that
is 42 percentage points above the worst
performer, Malta.

The improvements in terms of labour
market outcomes among older work-
ers are in some cases attributable to
reforms that limited the use of early
retirement and increased the statu-
tory retirement age especially — but
not exclusively — of women. On the
other hand, country differences in la-
bour market outcomes among work-
ers will be influenced not only by fi-
nancial incentives to retire or stay in
the labour market but also by the
conditions and attractiveness of work
as well as the willingness of employers
to retain and employ older workers.

In this regard life-long learning to fos-
ter employability should play a pri-
mary role (for more information on the
factors affecting older people’s labour
market situation, see European Com-
mission 2007, chapter 2).

Another important issue in relation
to employment rates is the strong re-
lationship between employment out-
comes and level of education. Almost
everywhere the employment rates of
people with tertiary education exceed
80%. While Hungary and Italy are
exceptions in this respect, they do not
fall very far short of this figure. At the
same time, in 18 out of 27 countries
the employment rates of those with
the lowest educational level (pre-
primary, primary and lower secon-
dary education) remain below 50%.
The two countries that fare best in
integrating the low-skilled into em-
ployment are Denmark and Portugal,
with employment rates among the
low-skilled of 65% and 66.1% respec-
tively. The EU27 average employment
rate is around 48% for those with the
lowest educational level, around 71%
for those with upper secondary and
post-secondary education, and 84%
for those with tertiary education (not
shown).
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3.1. More jobs?

Development of unemployment

Unemployment rates declined, on aver-
age in the EU27, by about 1.6 percentage
points between 2000 and 2007. In the
second quarter of 2008 the EU27 un-
employment rate was 6.8%. A number of
NMS but also — albeit to a lesser degree
— southern European countries saw
large decreases in their unemployment
rates over this period. In fact,
the three Baltic countries and Bulgaria
all more than halved their unemploy-
ment rates — all from very high levels.
Lithuania currently has one of the lowest
unemployment rates (4.3%), down from
more than 16% in 2000 (not shown).

In spite of these developments, substan-
tial differences in unemployment rates
remain not only between but also within
countries (e.g. youth, women, the low-
skilled and migrants face a greater risk of
unemployment in most countries, while
large regional differences in unemploy-
ment rates are also to be found). In 21
countries unemployment is higher for
women than for men — the EU27 aver-
ages are 6.4% for men and 7.3% for
women. This particular gender gap is
greatest by far in Greece with a differ-
ence of more than six percentage points
but is substantial also in Italy and Lux-
embourg (not shown).

Figure 3.4 shows total unemployment

rates by country as well as unemploy-
ment rates among youths and older
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workers. Unemployment rates among
the working population as a whole
range from 2.8% in the Netherlands
to 10.8% in Spain. Six countries have
unemployment rates at or below 4%,
namely the Netherlands, Denmark,
Cyprus, Austria, Luxembourg and Es-
tonia. The group of countries which
have unemployment rates of more
than 7% is similarly mixed, encom-
passing Poland, Greece, Finland,
France, Portugal, Germany, Hungary
and — with rates of more than 10% —
Slovakia and Spain.

While youth unemployment rates are
usually considerably higher than over-

all unemployment rates, the opposite
is true of unemployment rates among
older workers. In all but four (LV, PT,
SK and DE) countries, youth unem-
ployment rates are at least double
overall unemployment rates, and only
in Germany are youth and overall un-
employment rates relatively close.
This exceptional situation is usually
ascribed to the integrative function of
the German dual education system
which structures and thereby eases
transitions from school to work (OECD
2006: 138ff.). The highest youth unem-
ployment is recorded in Sweden, with a
rate of 24.7%, followed by Spain,
Finland, Greece and lItaly (all with

youth unemployment rates above
20%). The Swedish youth unemploy-
ment rate is more than triple the over-
all unemployment rate and has been
rising fast since the beginning of the
Lisbon Strategy. Even on the basis of
the youth unemployment ratio — which
is often thought to be more suitable for
measuring the problem of youth un-
employment insofar as it takes into ac-
count the fact that one country may
have a smaller youth labour force than
another due to a higher number of
youth in education — Sweden remains
the worst performer and well above
the EU27 average (compare European
Commission 2008h, statistical annex).

Figure 3.4: Unemployment rates of youth and elderly compared to overall unemployment

rates, 2008 (% of labour force)
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3.1. More jobs?

Development of unemployment

Examination of the Swedish case re-
veals that unemployment is particularly
high among youths with poor schooling
and those from an immigrant back-
ground, indicating problems in both the
education system and the labour mar-
ket. Furthermore, as the OECD (2008)
has pointed out, the high minimum
wages and compressed wage structure
characteristic of Sweden may make la-
bour market entry more difficult for
young people. In an effort to alleviate
the problem, the Swedish government
has introduced a number of incentives
to employers to employ young people.
However, some of the measures in
question run the risk of reinforcing du-
alism in the labour market (e.g. exten-
sion of the maximum duration of tem-
porary contracts).

Figure 3.5 shows that high unemploy-
ment rates among the poorly educated
are a general feature of European la-
bour markets. In Greece alone do per-
sons with a medium educational level
stand a greater risk of being unem-
ployed than those with the lowest
educational outcome. All other coun-
tries display the typical pattern of de-
creasing unemployment rates with
increasing education. On EU27 aver-
age this pattern translates into a cur-
rent unemployment rate of 11.3%
among those with the lowest educa-
tional attainment, 6.3% among those

with medium educational levels and of
the considerably lower rate of 3.6%
among those with the highest level. Un-
employment rates for those with only
pre-primary, primary or lower secon-
dary education are below 5% in Cyprus,
Denmark and the Netherlands, which
are also the best-performing countries
in terms of overall unemployment.
Seven countries (BG, DE, SE, FI, CZ,
HU, SK), meanwhile, have unemploy-
ment rates of above 15% for this labour
market group, as well as pronounced
differences between the employment
rates of those with the highest and
those with the lowest educational at-
tainment.

Figure 3.5: Unemployment rates by education level, 2008 (% of labour force in respective

education group, 15-64)
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Data source: Eurostat (2008b, 2nd quarter). Note: Data for IE provisional; data for EE, LT, MT, Sl partly unreliable.
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3.1. More jobs?

Part-time employment

As could be seen from Figure 3.1,
part-time and temporary employment
(which includes fixed-term, seasonal
employment, temporary agency work
(without open-ended contract) and
persons with specific training con-
tracts) has increased in line with ris-
ing employment and falling unem-
ployment.

The majority of countries have seen
an increase in part-time employment
shares, for both men and women,
over the last ten years (Figure 3.6).
The EU27 part-time share among
women increased from 28.7% in 2000
(2nd quarter) to 30.7% in 2008 (2nd
guarter). Among men the share in-
creased by 1.2 percentage points to a
level of 7.1% in the second quarter of
2008. Gender differences are thus
still very substantial on this indicator.

Country differences are also substan-
tial on this indicator. In 2008 six
countries have part-time employ-
ment shares among women of more
than 40% (continental European
countries as well as the UK and Swe-
den), while nine have female part-
time employment shares of less than
9% (NMS and Greece). Traditionally,
the NMS, followed by southern Euro-
pean countries, have low part-time em-
ployment shares, whereas continental
European countries and, to a lesser
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degree, Scandinavian and Anglo-Saxon
countries display large part-time
shares especially among women. With
three quarters of women working
part-time, the Netherlands has by far
the highest part-time employment rate
in Europe, this situation being attrib-
utable to a range of factors. As early as
the 1980s, the Dutch social partners
agreed on reductions of working hours
as an instrument to redistribute em-
ployment and increase the flexibility of
labour and it was at the same time that
Dutch women started to enter the la-
bour market in large numbers (Visser
2003, 141-143 and 154-157; Blazquez
Cuesta and Ramos Martin 2007).

Furthermore, in contrast to many
other countries, the Dutch social secu-
rity system does not, for the most
part, discriminate against part-time
workers but applies pro rata insurance
contributions in exchange for pro rata
entitlements. The Netherlands also
has the highest part-time employment
share among men, above 20%; only
two other countries — Sweden and
Denmark — have male part-time rates
in excess of 10%.

Figure 3.6: Development of

part-time employment by gender, 2000 and 2008 (% population, 15-64)
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3.1. More jobs?

Part-time employment

In this regard, it is important to note
that men usually work part-time for
very different reasons than women
and at different stages in their lives.
Commonly, male part-time workers
are young and in education, or else
they are close to retirement and mak-
ing use of phased retirement schemes
(for Germany Hege 2005; for the
Netherlands Visser 2002), while
women part-time workers are often of
prime age and combining part-time
work with care or household activities
in the absence of sufficient affordable
childcare. This is confirmed for Euro-
pean countries by the labour force
survey data on reasons for part-time
work. About 60% of prime-age female
part-timers state that they work part-
time due to care responsibilities or
other family or personal responsibili-
ties (not shown). This cannot be re-
garded as chosen part-time employ-
ment but must rather be seen as high-
lighting deficiencies in social institu-
tions (such as child- and elderly care)
as well as entrenched social norms (a
lack of male participation in care and
household activities). Indeed, among
prime-age male workers (only a very
small share of part-timers), the most
common reason given for working
part-time is that they could not find a
full-time job (43% as against about
20% among women part-timers).
Only 14% of prime-age men work part-

time due to care or other family or
personal responsibilities.

Unfortunately, the LFS data no longer
allows identification of chosen part-
time employment since the response
category ‘did not want a full-time job
has been dropped.

Not only are the low-skilled more
likely to be unemployed and less likely
to be employed but also the lower is
the educational level, the higher is the
average rate of part-time employ-
ment. On the EU27 average 38% of
women with at most lower- secondary
education work part-time, the share

Figure 3.7: Part-time employment by education level for women, 2008 (% of total employment

in respective group, 15-64)
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3.1. More jobs?

Temporary employment

Figure 3.8 shows developments in
temporary employment by gender for
individual countries. Between 2000
and 2008 (second quarter in both
cases) temporary employment among
women increased, on an EU27 aver-
age, by 2.2 percentage points to the
current level of 15.1%. On this indica-
tor, gender differences are much less
pronounced, although the share
among men is somewhat lower at
13.3% — up 1.7 percentage points from
2000. Looking at country-specific de-
velopments, about one half of coun-
tries saw increases and one half de-
creases in temporary employment rates
during the period in question. Large
decreases (among either men, women
or both) during this eight-year period
were observed in Romania, Lithuania,
Latvia, Bulgaria and Estonia — all
countries that already had very low
temporary employment rates in 2000.
On the other hand, a number of coun-
tries with medium to high temporary
employment rates in 2000 have ex-
perienced large increases over the last
eight years, namely, Luxembourg, Ire-
land, Slovenia, the Netherlands, Cy-
prus and Poland. In general, NMS are
more likely to have temporary em-
ployment rates below the EU average,
with the notable exceptions of Slove-
nia, Cyprus and Poland. The UK and
Ireland also have relatively low tem-
porary employment rates. For the rest,
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no clear country pattern emerges. The
highest total temporary employment
shares — more than 18% — are re-
corded in the Netherlands, Portugal,
Poland and Spain.

Country differences in terms of tem-
porary employment can be explained,
at least in part, by regulations in
force for regular contracts and the
relative differences in employment
protection legislation between regu-
lar and temporary contracts. Em-
ployers in countries where the regu-
lation of permanent jobs is relatively
lax will have fewer incentives to make
use of temporary contracts.

Stricter rules applicable to permanent
contracts, on the other hand, may tend to
increase the incidence of temporary work
and to limit the extent to which tempo-
rary contracts will be converted into
permanent ones (OECD 2004: 61-125).

Temporary employment rates have
long been highest in Spain where the
liberalisation of this employment
form in the 1980s, coupled with strict
protection of workers with regular
contracts, has led to a situation in
which temporary employment ac-
counts for most employment growth.
For a number of years the Spanish
government has been trying to counter

these developments by relaxing em-
ployment protection legislation on
permanent contracts and offering in-
centives to firms to turn temporary
contracts into open-ended ones —
and indeed, over the eight-year pe-
riod considered here, we see a de-
crease in this respect of 3.5 percent-
age points for women and 2.9 per-
centage points for men.

Some countries (MT, CZ, BE, CY, FI)
have large gender differences — usu-
ally in favour of men. Lithuania and
Latvia have considerably higher tem-
porary employment shares for men
but at a very low general level.

Figure 3.8: Development of temporar
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3.1. More jobs?

Temporary employment

Temporary employment is strongly age-
segregated, youth (15-24) being much
more likely to hold a temporary con-
tract than prime-age and especially
older workers (here defined as those
aged 50-64); the EU27 averages are ac-
cordingly 39.4%, 12.3% and 6.8% re-
spectively (Figure 3.9). Seven countries
(FR, PT, SE, DE, ES, PL, SI) have a ma-
jority of young workers (aged 15-24) on i .9: group, 2008 (% total number employees in age group)
temporary contracts — though no clear
country pattern emerges — and among

these Poland and Slovenia have shares 70 oA yeas " 2549 years " 5064 years
of more than 60%. Interestingly, these 60
seven countries show very different pat- 50
terns among youth in respect of the rea- 40

sons for exercising temporary employ- 30

ment. In Germany the large majority 2
states, as a reason for their temporary 1 |:L|:L|:l|:L
employment status, that they are in 0 D_D._[l_[hl:l. [L[L[h ] ]

education or training (reflecting the RO LV LT BG MT SK UK CZ HU IE CY DK BE GR AT EU LU EU IT NL FI FR PT SE DE ES PL S
strong German dual education system). 27 15

In Slovenia, the majority of young tem-
porary workers state that they did not
want a permanent job. France and
Sweden are split between youths who
could not find a permanent job and
those in education or training (France)
or who did not want a permanent job
(Sweden). In Poland, Spain and Portu-
gal the large majority of young tempo-
rary workers say that they could not
find a permanent job (not shown).

o O

Data source: Eurostat (2008b, 2nd quarter). Note: Data for LT, MT, SI, SK is unreliable. Data for EE is missing.
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3.2. Better jobs?

The Job Quality Index

The previous section showed that
quite substantial improvements have
indeed been made in terms of em-
ployment growth and decreasing un-
employment since the beginning of
the Lisbon Strategy but that some of
these developments have been the
result of increasing shares of workers
(particularly women, youth and the
low-skilled) being recruited on non-
standard employment contracts.

There has, in fact, been a widespread
perception that jobs have lately be-
come less secure and more precari-
ous. On the other hand, sectoral shifts
have been observed from manufac-
turing to services, and this is a devel-
opment usually connected with an
improvement in job quality, at least
in terms of working conditions.

In order to shed some light on job
quality in Europe, the following sec-
tion will report evidence from a
broad-based job quality index (JQI)
that has been compiled by ETUI re-
searchers and allows comparison be-
tween EU27 countries, between men
and women and — currently for EU15
countries only — over time. The fol-
lowing information is largely based
on Leschke et al. (2008), Leschke
and Watt (2008) and ELNEP (2008).
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Job quality is a multifaceted phe-
nomenon and the JQI, to reflect this
variety, has been compiled on the ba-
sis of six fields that capture different
aspects of job quality. The following
fields or sub-indices of job quality
have been defined: wages; absence of
involuntary part-time or temporary
work; work-life balance and working
time; working conditions and job se-
curity; access to training and career
advancement; and collective interest
representation and voice. All these are
aspects that affect workers’ perception
of whether or not they have a ‘good
job'. Data limitations meant that cer-
tain dimensions could not be included
and that the information able to be in-
cluded in other areas (particularly,
collective interest representation, as
well as access to training) was limited.
Each of these sub-indices is composed
of a number of weighted indicators
taken from a range of data sources in-
cluding the European Labour Force
Survey data (usually 2007 data) and
the European Working Conditions
Survey (2005 data) (compare Euro-
pean Foundation for the Improvement
of Living and Working Conditions,
several years).

All data series have been normalised
to make them comparable and allow

aggregation. This means that the
sub-indices and the overall JQI will
lie between O and 1. To arrive at an
overall index of job quality in Euro-
pean countries the six sub-indices are
simply added up and thus all given
equal weight. Since there may be
good reason to place more weight on
one sub-index (e.g. wages) than on
another (e.g. access to training), the
overall results should be treated with
caution. Interested readers will find
further information on the specific
indicators used for each field and on
the methodological approach adopted
in Leschke et al. (2008).



3.2. Better jobs?

Developments over time in terms of job quality

This section assesses changes in job
quality between 2000 — the start of the
Lisbon Strategy — and 2005/ 2007
(latest data available). Due to data re-
strictions time comparison can be per-
formed for the EU15 countries alone.

Figure 3.10 shows that, on the EU15
average, job quality has improved on
some dimensions and deteriorated on
others. In terms of the ‘wages’ dimen-
sion, more or less parallel improve-
ments have been seen for men and
women. However, a number of coun-
tries (e.g. Portugal, Spain) have seen a
decline in their score (reflecting stag-
nant or even declining purchasing
power of average wages and/or an an
increase in the incidence of in-work
poverty). A significant deterioration is
apparent in terms of non-standard
forms of employment (non-voluntary
part-time and temporary employ-
ment), reflecting in particular an in-
crease in the proportion of part-
timers reporting that they actually
wanted a full-time job, coupled with a
smaller rise in the overall part-time
share; the impact of the rise in tempo-
rary work is less pronounced. The fig-
ures confirm the well-known strong
gender gap in the incidence of non-
voluntary non-standard contracts,
and indeed this gender gap has wid-
ened over time. There has been little
overall change in the field of work-life

balance and working time. This sub-
index also reveals a major gender
gap, suggesting that women’s paid
employment offers greater compati-
bility with other areas of their lives.
In this regard it has to be pointed
out, however, that women, due to so-
cial institutions and traditional norms,
tend to choose jobs that allow better
compatibility with care and house-
hold tasks but that this choice entails
punishment in terms of other dimen-
sions (such as wages and/or career
development).

The job quality decline in this area
was marked for women, whereas men

experienced an improvement. A
rather similar picture emerges for
working conditions. Perhaps surpris-
ingly, in view of the shift from indus-
try to services, there is actually a
slight overall decline in this index.
Again, as defined here, there is a
substantial gender gap in women’s
favour, reflecting sectoral segmenta-
tion in most countries. A notable de-
velopment is the overall improve-
ment in the index for skills and ca-
reer development (although data
limitations meant that the compari-
son had to be based on a single indi-
cator, namely, the proportion of adults
undergoing education or training).

It suggests that the policy recommen-
dations within the EES for more life-
long learning are having some effect.
The indicator of collective interest
representation (for which no gender
disaggregation is possible) shows a
small decline over time, reflecting the
fall in unionisation rates in most
European countries.

Figure 3.10: ‘Final’ EU15 Job Quality Index: developments over time by sub-index and gender
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3.2. Better jobs?

Developments over time in terms of job quality

The composite EU15 average or ‘final
JQI' (Figure 3.10), is simply the un-
weighted average of the six sub-
indices and points to a very small im-
provement, in the EU15, in overall job
guality between 2000 and 2005/7. On
this basis, and given the uncertainty
stemming from data limitation, it is
probably safe to conclude that, over-
all, there has been no trend towards
‘better jobs’ in (western) Europe since
the start of the Lisbon Strategy. At the
same time, the view that European
workers have suffered from the crea-
tion of almost exclusively ‘bad jobs’ in
recent years is also not supported by
our data. What we clearly see from
this figure is a mixed picture of im-
provements in some areas (especially
wages and skills and career develop-
ment) and deteriorations in other di-
mensions of job quality. A problem-
atic aspect is the increase in non-
voluntary non-standard employment.

Figure 3.11 shows the country rank-
ings on the composed or final JQI for
EU15 countries in the two years. The
ranking on the most recent data re-
veals high scores for the Nordic coun-
tries, but also the Netherlands and,
perhaps surprisingly, the UK. It is the
southern European countries — but
also Germany — that, according to the
JQI, perform least well in offering
high-quality jobs.
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The trends over time between the
high- and low-performing countries
are thus divergent. Almost all of the
countries that performed well in 2000
saw a further improvement in subse-
quent years (particularly strong in the
UK), whereas the poor performers
saw a further decline in their job qual-
ity (particularly strong in Italy and
Portugal). This suggests, in terms of
the dimensions of job quality cap-
tured by the index, a widening of dif-
ferences within (western) Europe.

Figure 3.11: ‘Final’ EU15 Job Quality Index: developments over time by country
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3.2. Better jobs?

The job quality index for EU27 countries

Last but not least, we wish to present
the country rankings, on the final JQI
index, for all 27 EU countries (Figure
3.12). Again, the results should be in-
terpreted with caution since they are
derived from the simple average of
the six sub-indices (for figures on and
de-scriptions of the sub-indices for
EU27 countries refer to Leschke and
Watt 2008).

The Nordic countries, together with
the Netherlands and the UK, fare best
in terms of job quality as measured by
the JQI. Denmark takes the lead with
a total score of almost 0.8. The worst
job quality performance is observed in
Poland and Romania, with total
scores of around 0.3, but also in
Greece. In terms of regional distribu-
tion, the Nordic countries are on top,
followed by the continental ones,
while a mix of southern European and
NMS are at the bottom.

Two striking individual results are
that the United Kingdom is among
the top five best performers and that
Germany's position is slightly below
the EU27 average. Due to different
further training needs in these two
countries, attributable to strong dif-
ferences in initial training, the indica-
tor on lifelong learning may some-
what overstate the performance of the
UK and understate the performance

of Germany. What is more, the Ger-
man system of interest representation
is not sufficiently captured by our
measure on collective interest repre-
sentation and voice. In spite of these
data shortcomings, examination of the
other areas that make up the final
JQI would seem to justify the ranking
of the two countries. Our results are
also confirmed by a study which
makes use of an extended version of
the Laeken indicators (compare
European Commission 2008, chap-
ter 4 based on Davoine et al. 2008)
and by a study that uses the full data
set of the 2005 European Working
Conditions Survey (Tangian 2007).

The majority of countries display
fairly similar results for men and
women on the overall JQI, with some
notable exceptions. The EU aggre-
gates suggest a very slightly higher
score for men than women, with the
gap somewhat larger in the old than
the NMS. These findings should not
be over-interpreted, however. As has
been seen for EU15 countries, the
gender balance is highly skewed in a
number of the dimensions. An alter-
native weighting of the sub-indices
would therefore give very different re-
sults. Moreover, some concepts (espe-
cially those of ‘voluntary’ and ‘invol-
untary’ use of non-standard contracts),

which are very important for gender
differences, are far from clear-cut.

Figure 3.12: ‘Final’ EU27 Job Quality Index: comparison of gender differences by country
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3.3. Conclusions

More and better jobs?

The EU as a whole, and also the large
majority of its individual member
countries, have been successful in
raising employment rates and de-
creasing unemployment since the be-
ginning of the Lisbon Strategy. The
European Employment Strategy,
with its employment rate targets, its
focus on specific labour market
groups and its benchmarking func-
tion, has contributed to this outcome
but it has to be borne in mind that
these positive labour market devel-
opments were taking place largely
against the background of economic
recovery and an upswing in the busi-
ness cycle (compare Chapter 2). The
overall positive developments in
terms of employment notwithstand-
ing, large differences between coun-
tries and between specific labour
market groups remain and, when
measured in full-time equivalents,
recent employment growth looks less
rosy. Furthermore, a substantial part
of the recent employment growth has
been due to active promotion of and
increases in non-standard employ-
ment, a situation which raises ques-
tions about the quality of newly cre-
ated jobs. To what extent non-
standard forms of employment have
to be regarded as problematic, inso-
far as they offer less income security,
job security and social security, will
crucially depend on the question of
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whether the jobs in question serve as
stepping stones to regular employ-
ment or whether — in the absence of
adequate regular jobs or due to social
constraints (shortage of child and eld-
erly care, unequal division of care and
household tasks) — they become
permanent features of the working
situation of specific labour market
groups.

Taking the ETUI job quality index for
EU15 countries as a benchmark, it is
possible to observe, since the begin-
ning of the Lisbon Strategy, im-
provements in some dimensions of
job quality, namely wages and skills
and career development, and deterio-
rations in others, most notably non-
voluntary non-standard employment.
Taking all dimensions together and
applying no weights, an overall view
neither enabled observation of major
improvements nor supplied evidence
of any serious decline in terms of job
quality. What is noteworthy, however,
is that, in contrast to employment
and unemployment rates where some
convergence between EU countries
has been seen over the last years, in
terms of job quality increasing diver-
gence can be observed, at least be-
tween EU15 countries (no informa-
tion for NMS). Those countries that
already had good outcomes in terms
of job quality in 2000 for the most

part further improved their position,
whereas job quality in worse-
performing countries declined still
further. This finding runs counter to
the goal of using intra-EU bench-
marking to promote positive conver-
gence towards the position of the
best performers and it may be prob-
lematic in this regard that the Euro-
pean Commission uses no clear indi-
cators for measuring the quality of
jobs. While the Laeken indicators do
capture various dimensions of rele-
vance to job (or rather wider em-
ployment) quality, they are exces-
sively broad and too numerous to
function as effective benchmarks for
EU countries. Their benchmarking
function is further undermined by
the fact that they are not added up to
provide a single clear indicator of
job/employment quality that would
allow the ranking of countries.

Figure 3.13 shows that, at least at
first sight, those countries which per-
form well on quantitative indicators
are also successful in terms of job
quality. This finding seems to be es-
pecially pronounced for both the very
good and the very poor performers in
terms of job quality. The countries
with good job quality according to
the ETUI index (Nordic countries,
UK and the Netherlands) all have
employment rates well above the

average which already in 2006 (refer-
ence year) were close to or clearly ex-
ceeded the 2010 employment rate
target of 70%. The countries display-
ing poor job quality (HU, SK, BG, GR,
RO, PL) all had employment rates of
less than 60% in 2006, with the ex-
ception of Greece (somewhat above).
A similar — but somewhat weaker cor-
relation — exists between countries’
unemployment rates and their rank-
ing in terms of job quality. The lower
the unemployment rate, the higher
their ranking on job quality (not
shown). At first sight — though more
in-depth research is required (e.g. us-
ing rates of change of employment or
unemployment) — these findings are
not supportive of the claim that ‘more’
jobs have been created at the expense
of ‘better’ jobs.

A number of important challenges
remain for a coordinated European
employment policy — most notably
the question of social cohesion. The
analysis has shown that, in spite of
improvements achieved during recent
years, some groups remain severely
disadvantaged in relation to labour
market outcomes. Besides women,
youth, elderly workers and also mi-
grant workers, one group that stands
out are those with low educational
levels. Not only are these people
much less likely to be in the labour
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More and better jobs?

force but they also display much higher
rates of unemployment, and are over-
represented in non-standard forms of
employment. Unfortunately, the ETUI
job quality index does not, due to data
limitations, allow a breakdown by edu-
cational level. But we know from other
sources that poorly educated workers
will fare considerably worse than those
with higher educational levels on a
number of our job quality sub-indices
(including wages, non-standard em-
ployment, and skills and career devel-
opment) (compare e.g. OECD 2003:
237-296). Creating employment oppor-
tunities for less educated people, and
tackling their labour market disadvan-
tages through skills upgrading and im-
provement of their working conditions,
will thus have to take centre stage in
the European policy discourse and in
member states’ policy responses in the
coming years.

The EES, as part of the Lisbon agenda,
has helped to shape the employment
policies of EU member states by flag-
ging up specific topics and setting
benchmarks, thereby allowing individ-
ual countries to place themselves in
comparison to others. After the strong
focus placed on employment growth
during the last decade, it would be use-
ful if the European Commission were
now to improve member states’ oppor-
tunities to compare themselves also in

relation to job quality. This will require
much clearer benchmarks than those
currently supplied by the Laeken indi-
cators. Some initial ideas in this regard
have been put forward in the current
Commission’s publication Employment
in Europe. The experience with the
ETUI job quality index shows that a
clear-cut indicator on job quality will
require improved comparable and up-
to-date data, especially in areas such as
collective interest representation, wages,
health and safety and lifelong learning.

Figure 3.13: Correlation between EU27 Job Quality Index and employment rates
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Source: Leschke and Watt (2008). Note: The slight differences in country rankings if compared to the rankings of the EU27 JQI are due to small differences in

the indicators used made necessary by constraints on data for 2000.
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4. INCOME AND INEQUALITY

The Lisbon Strategy includes among
its overall objectives the fight against
poverty and for greater social cohe-
sion in Europe. Indeed, heads of
state committed themselves under
the Lisbon umbrella to make a deci-
sive impact on the eradication of
poverty and social exclusion by the
year 2010. Key policy areas for
achievement of these objectives are
social, labour market and wage pol-
icy. Traditionally, these policy areas
fell largely outside the scope of Euro-
pean-level policymaking, remaining
predominantly subject to national
decision-making powers. Over time,
however, the competences of the
Community in the social area have
been gradually expanded, especially
— initially — with regard to issues like
equal treatment, health and safety
and the free movement of workers
and — more recently — in relation
also to the portability of certain wel-
fare entitlements (Goetschy 2006;
Keune 2008a). While a large number
of directives have by now established
European regulations in these areas,
these do not cover traditional core
social policy areas (income redistri-
bution and social protection) or em-
ployment or wage policies. Since
1997, however, an increasing number
of such areas have indeed been tack-
led at the European level, not through
legislation but by means of the Open
Method of Coordination (OMC), a
multi-level process entailing bench-

marking, multilateral surveillance,
peer review, exchange of information,
cooperation and consultation. This
new approach started with the intro-
duction of the European Employment
Strategy in 1997 (see Chapter 3) and,
in subsequent years, under the Lis-
bon Strategy, the OMC was also in-
troduced into other areas including
social inclusion (as well as health care,
pensions and education and train-
ing). Though actual policymaking in
these areas continues to take place at
the national level, the European level
in general, and the Lisbon Strategy in
particular, increasingly play a ‘soft’
role in terms of coordination,
benchmarking and the dissemination
of best practices.

At the same time, in the economic
field, the deepening of the Internal
Market and EMU have been advanc-
ing under the Lisbon Strategy. Here
the process has included numerous
and frequent instances of hard regu-
lation, and much sovereignty in this
field has been transferred from the
member states to the European level.
This has substantially limited the
range of policy instruments available
to national policymakers, particularly
where monetary and budgetary poli-
cies are concerned, and has restricted
their control not only over their
economies, but — more importantly for
this chapter — also over their welfare
states and labour markets (Scharpf

2002). Pressure is now being exerted,
for example, on welfare state expen-
diture and in favour of wage modera-
tion, the latter being further strength-
ened as a result of increased capital
mobility and regime competition.

The Lisbon Strategy has, accordingly,
been of importance for developments
in poverty and inequality but its im-
pact has been indirect and difficult to
pinpoint. Indeed, no clear or single
causal relationship exists between
the two, and whatever relationship
does exist must be expected to differ
from one country to another. The
ambition of this chapter is therefore
rather more modest. We will examine
the development of a number of in-
come, poverty and wage indicators to
see whether or not they have im-
proved in the Lisbon period and
whether the objective of greater so-
cial cohesion both within and across
countries has been achieved.

Themes

4.1. Income differences across Europe
4.2. Income inequality and poverty
4.3. Working poverty

4.4, Wage share and real compensation
4.5. Minimum wage

4.6. Conclusions
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4.1. Income differences across Europe
Limited convergence

Where social cohesion across Europe is con-
cerned, the situation can, to a significant ex-
tent, be expressed by means of income dif-
ferences between countries. Figure 4.1 pro-
vides income figures, expressed in GDP per
capita in purchasing power standards (PPS)
related to the EU27 average for 2000 and
2007. The figure clearly shows that income
differences across countries have decreased
in this period, signifying an improvement in
cross-country social cohesion. Of the 14
countries with an income level below the
EU27 average in 2007, 12 had improved
their average position since 2000, while
only two (Portugal and Malta) were further
below the average at the end than at the be-
ginning of this seven-year period. Particu-
larly strong ‘catching up’ took place in the
Baltic countries, as well as Slovakia, the
Czech Republic and Greece. At the same
time, 10 of the 13 countries with income lev-
els above the EU27 average saw their rela-
tive position worsen in these seven years.
The biggest relative declines were experi-
enced by Italy (-15.7 percentage points) and
Denmark (-9.2 percentage points). In the
case of the richest two EU countries, Ireland
and Luxembourg, the gap between them-
selves and the rest of the EU has — counter
to the general trend towards income con-
vergence — widened during this period. It
should be noted, however, that, in spite of
this overall trend towards convergence, in-
come differences within the EU are still
wide and will no doubt remain substantial
for decades to come.
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igure 4.1: GDP per capita in PPS, 2000-2007 (EU27=100
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Data source: Eurostat (2008c). Note: The volume index of GDP per capita in Purchasing Power Standards (PPS) is expressed in relation to the European
Union (EU-27) average set to equal 100. If the index of a country is higher than 100, this country's level of GDP per head is higher than the EU average and
vice versa. Basic figures are expressed in PPS, i.e. a common currency that eliminates the differences in price levels between countries.



4.2. Income inequality and poverty

Increasing inequality

Whereas income differences among EU
countries at large have been (slowly) de-
creasing in the Lisbon era, the picture
concerning income differences within
each country taken separately is much
more diverse. Figure 4.2 shows that,
when the income of the richest 20% of the
population is compared with that of the
poorest 20%, in the majority of countries
(16 of the 23 countries represented in the
figure) the income difference between the
richest and the poorest increased between
2000-2006/07, while decreasing in only
seven countries. Substantial decreases in
inequality (more than 0.5) can be ob-
served only in Malta and Estonia (0.8 in
both cases) while substantial increases
have taken place in Germany (0.6), Po-
land (0.6), Italy (0.7), Latvia (0.8), Ro-
mania (0.8) and Lithuania (0.9). Hence,
in the majority of countries, intra-country
social cohesion, as measured by income
inequality, is worsening rather than im-
proving.

Figure 4.2: Inequality of income distribution (80/20 income quintile share ratio), 2000-2006/07
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Data source: Eurostat (2008c). Note: The S80/S20 income quintile share ratio is the ratio of equivalised total disposable income received by the 20 % of the
country’s population with the highest income (top quintile) to that received by the 20 % of the country's population with the lowest income (lowest quintile). The
higher the ratio, the wider is the gap between the most (top 20 % quintile) and least well-off (bottom 20 % quintile). Note: LV, LT, LU, HU, MT, AT, and PL are
2007; all others are 2006. Note: Eurostat does not provide data for the early 2000s on this indicator for CY, CZ, DK, SE and SK.
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4.2. Income inequality and poverty
No improvement in poverty

A different way of considering ine-
quality is by looking at poverty data
which indicate the percentage of the
population with an income lower than
60% of the national median. Figure
4.3 provides these data by gender.
One finding that is evident from this
figure is that between 2000 and
2006/07, on average, the poverty lev-
els for men and those for women
have, in both cases, remained stable.
This means, on the one hand, that no
improvement in overall poverty levels
has been achieved and, on the other,
that women have preserved their dis-
advantage, as compared to men, in
relation to poverty, since, in overall
terms, female poverty is still 2 per-
centage points higher than male pov-
erty. In other words, no progress is
being made, under the Lisbon Strat-
egy, in relation to the objectives of re-
ducing poverty and strengthening
(gender) equality.

In this respect there exist, however,
major differences between countries.
First of all, in some countries, which
include the Netherlands, Slovenia,
Germany and Finland, overall poverty
levels are comparatively low, whereas
in Latvia, Lithuania, Greece, Italy and
Spain they are high. Secondly, there
are important changes over time. For
example, during the period expressed
in the figure, while overall poverty
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declined substantially in France and
Portugal (-3 percentage points in both
cases), it increased substantially in
Germany and Latvia (+3 and +5 per-
centage points respectively). In an-
other eight countries, the level of pov-
erty changed, whether upwards or
downwards, by as much as two per-
centage points in this relatively short
period. Thirdly, poverty developments
of men and women are the same, or at
least similar, in most countries, but
not everywhere, since in Lithuania
and Latvia female poverty is increas-
ing much faster than male poverty,
while in Austria, Finland and the UK
male poverty is on the rise and female

poverty is either declining or stable,
thus reducing the gender gap in rela-
tion to poverty.

Figure 4.3: At-risk-of-
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Data source: Eurostat (2008c). Note: The cut-off point for the at-risk-of-poverty rate is 60% of median equivalised income after social transfers. Note: LV, LT,
LU, HU, MT, AT and PL are 2007; all others are 2006. Note: Eurostat does not provide data for the early 2000s on this indicator for CY, CZ, DK, SE and SK.



4.3. Working poverty

Wages are not always enough

One of the reasons why poverty is not
diminishing in Europe is that wages
and salaries are not always adequate
to raise working people and their
households above the poverty thresh-
old (cf. Marx and Salverda 2005). In
the EU25, 8% of working people are
also poor; in the EU15 working pov-
erty affects 7% of the employed popu-
lation, and in the NMS10 this figure
is slightly higher at 9% (Figure 4.4).
Not all employed populations are af-
fected by working poverty to the same
extent, however. In the EU15 working
poverty is slightly higher among men
than among women. It is higher than
average among young workers and
the difference is even more pro-
nounced among the population aged
65 and over. Working poverty also
disproportionately affects those em-
ployed on temporary and part-time
contracts, and it is much higher for
employed persons with lower educa-
tional levels than for the rest of the
employed population, especially in
the NMSI10 (Pefia-Casas and Latta
2004 for a detailed study of working
poverty).

Figure 4.4: In work at-risk-of-poverty rate after social transfers, 2006
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Data source: Eurostat (2008c). Note: The cut-off point for the at-risk-of-poverty rate is 60% of median equivalised income after social transfers.
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4.4. Wage share and real compensation

Wage share shows steady decline

Important developments have also
taken place in the distribution of in-
come between labour and capital in
the Lisbon era. This is shown by the
developments in the wage share, i.e.
the share of GDP represented by
wages and employers’ social contribu-
tions. Between 2000 and 2007, the

adjusted wage share in the EU27 de- ; ; e share 2000-2007

clined by 2 percentage points, from

58.5% to 56.5% (Figure 4.5). For the 60

Euro area this decline was slightly

stronger and amounted to 2.2 per- 59

centage points. These developments

are not, however, specific to the Lis- 58

bon period but are the continuation of EU1S
a longer-term trend. The level and the 57 o EU27
development of the wage share de-

pend, first of all, on the extent to 56 --O--EUR 12
which productivity improvements are o

reflected in wage growth. Hence, the 55

decline of the wage share reflects, to a 2000 2001 2002 2003 2004 2005 2006 2007

major extent, the fact that wage Source: AMECO. Note: Data refer to compensation (i.e. wages and employers' social contributions) per employee as percentage of GDP at market prices per
growth in the EU lags structurally be- person employed.

hind productivity growth (Keune
2008b). It is also influenced, however,
by other factors, including job crea-
tion and the types of job created, the
incidence of part-time work, the ex-
tent of the informal sector and infor-
mal payments, regulations on social
contributions, and so forth.
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4.4. Wage share and real compensation

Major differences between countries

At the country level, the picture is
again extremely mixed (Figure 4.6). [ e share, 2000-2007 (percentag
While the wage share declined in a
majority of European countries, in
nine countries, including, in particu-
lar, the Baltic states, it showed an in-
crease. All of the nine countries in

question, with the single exception of - I l B EEEEN
Italy, are small countries. The largest 4

declines in this respect were to be
seen in Poland, Romania and Turkey,
where they amounted, on average, to
one percenta‘ge pomt per year or PL RO TR HR MC DE AT ES SI SK LU PT EU NL GR BE SE BG MT UKNOFR FI CY IT IE HU DK CZ LT EE LV
more. In Europe’s biggest economy, 27

Germany, as well as in Spain and
Austria, the decline exceeded, on av-
erage, 0.5 percentage points per year.

Source: AMECO. Note: Data refer to compensation (i.e. wages and employers' social contributions) per employee as percentage of GDP at market prices per
person employed.
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4.4. Wage share and real compensation

Wage moderation is the norm

The declining wage share is, as men-
tioned above, significantly related to
wage moderation. In the 2000-2007
period, real growth of compensation
(i.e. wages and employers’ social con-
tributions) was 6.5% for the EU27, less
than 1% per year (Figure 4.7). Real
growth in compensation was highest
in the new member states and Greece,
and in particular in the Baltic States 200
and Romania where it was above 190

175%. Growth in real compensation igg
has been particularly slow in most of 160
the Euro countries (exceptions being 150

Greece, Slovenia, Slovakia and Ireland) 140

and particularly low in both Spain and 130

Germany where, in these seven years, 120 I I I I I
i i 0, 110

it has increased by less than 1%. These iy EmEEENE l l l I

diverging developments in real com-
pensation gl’OWth are one important ES DE PT IT AT EU BE EU MT CY NL FR LU PL DK H SE UK IE SI SK GR BG CZ HU LT RO EE LV
15 27

explanatory factor for the only limited
convergence in general income levels
across Europe discussed earlier in this
chapter. At the same time, little im-
provement can be seen in the gender
wage gap, which remains at 15% in
2006 for the EU27, down only one
percentage point compared to the start
of the Lisbon era.

Source: AMECO. Note: compensation refers to wages and employers' social contributions.
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4.5. Minimum wage

Limited convergence again

A final indication of limited conver-
gence across Europe comes from data
on the minimum wage (Figure 4.8).
In general terms, it can be observed
that the minimum wage, expressed in

purchasing power standards (PPS), Figure 4.8: Monthly minimum wages in purchasing power parities
has been increasing between 2000
and 2008 in those countries where it 2000 (first half) 2008 (second half) change
was lowest in the starting year. The :8 15(;‘1'% ;i;g 4.3
- ; : . . 2.4
minimum wage (in PPS) in the NMS LV 155.5 351.3 23
increased between 1.5- and 4.3-fold SK 258.3 381.0 1.5
during this period, while among the LT 225.3 388.0 17
EU15 countries only in Spain did it EE 190.4 390.0 2.0
. HU 202.7 417.8 2.1
increase by as much as 1.5-fold, all cz 238.0 1603 19
other countries having experienced PL 296.9 469.3 1.6
lower growth in this respect. Still, in PT 505.4 588.0 1.2
2008, the differences between coun- Sl 491.5 736.4 1.5
tries remain striking. In the Czech g‘; ggi'i ;22'(7) 1.5
: . . 1.2
Republic or Poland, for example, the MT 688.3 837.0 12
figures are double that for Romania, IE 846.6 1159.9 1.4
while in six EU15 countries the value UK 850.7 1182.9 1.4
of the minimum wage is more than FR 980.5 1238.6 13
twice what it is in the Czech Republic S 1085 1267.8 1.2
“ep NL 1048.3 1316.1 1.3
and Poland. Moreover, as discussed LU 1180.4 1531.9 1.3
above, the fact that a minimum wage Source: Eurostat (2008d). Note: EE and SK: 2000=2002

exists does not prevent a substantial
percentage of the employed popula-
tion from living in poverty (for a dis-
cussion of the minimum wage in
Europe see Schulten et al. 2006).
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4.6. Conclusions

The Lisbon Strategy has not achieved its objectives

The fight against poverty and for
greater social cohesion in Europe is
one of the key objectives of the Lisbon
Strategy. From the data presented in
this chapter it emerges that, when
average data for countries are com-
pared, there is limited convergence
across Europe; in other words, dif-
ferences between countries, in terms
of income, wages and the minimum
wage, although they have been de-
creasing, remain high. Nor is it pos-
sible to report much progress within
individual countries. In most cases
the income differences between the
richest and the poorest 20% of the
population have increased, poverty
has on average remained stable, gen-
der differences in poverty and pay
remain significant, having declined
only slightly or not at all, and there is
a continuing shift of income from la-
bour to capital, expressed in a declin-
ing wage share. The limited conver-
gence among European countries can
be explained, to a considerable ex-
tent, by differing growth rates. The
lack of progress in terms of intra-
country income differences points
rather to the absence of solidaristic
social policy, which is indeed con-
spicuously absent from the Lisbon
Strategy, and from policies stemming
from European integration in gen-
eral. Social and wage policies remain
nationally dominated but do not work
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towards the Lisbon goals, and the
OMC type of exercise seems to have
exerted little positive influence in this
field. What is more, the economic cri-
teria and policies resulting from
European integration rather hamper
any efforts on the part of national
welfare states to make progress in
combatting poverty and inequality
because they restrict the range of pol-
icy instruments available to national
policymakers and set serious limits on
permissible levels of public debt and
budget deficits. The Lisbon Strategy
operates along these same lines and
has not compensated for this loss of
national social policy capacity, either
by providing national policymakers
with new instruments or by introduc-
ing significant social policies at the
European level.



5. WORKER PARTICIPATION AND THE LISBON AGENDA

Worker involvement undeniably mir-
rors the Lisbon goals at the micro-level
constituted by the workplace, mak-
ing workers into citizens at their
workplaces. Worker involvement
serves, at the same time, two major
objectives: to make social rights ef-
fective in order to strengthen democ-
racy and social understanding, and to
support companies in achieving eco-
nomic competitiveness. More than
14,000 members of European Works
Councils or works councils in Euro-
pean Companies (SE), supported by
their trade unions, have adopted a
pro-active role in this regard, par-
ticularly in relation to the need to re-
sist and tackle economic crisis with-
out excessive social damage.

The social right to information and
consultation — at the very least — for
workers in their workplaces can be
seen to wind like a red thread through
the history of the European Union.
Article 27 of the European Charter of
Fundamental Rights, assuming it be-
comes enshrined in the new EU
Treaty, will make this right binding
and subject to recourse in law. It
links up with provisions on informa-
tion, consultation and also participa-
tion in management decision-making
at board level that currently exist in
many EU member states. At the very
least, the three directives concerned
with European Works Councils (EWC),
worker involvement in the European

Company (SE)/European Cooperative
Society, and information and consul-
tation standards (1+C), express the
political will to implement these fun-
damental rights appropriately and in
full throughout Europe.

Although, in general terms, the Lisbon
Strategy sets out to take effective
measures to balance economic per-
formance, social aspects, and sustain-
ability in order to withstand global
competition, it is surprising that no
explicit consideration is given to pro-
active worker involvement as one of
the drivers for achieving the much
emphasised Lisbon Strategy objectives
of making Europe an attractive place
to invest and to work. For it is
precisely the priority accorded to well
gualified and committed workforces
in the framework of stable social
security systems as a vehicle of
competitiveness that makes Europe
different from other economic areas
in the world.

A look at the latest Communication
from the EU Commission on the Lis-
bon Strategy on the occasion of the
2008 Spring Council (European
Commission 2007e) serves to highlight
this connection. The Communication
once again stresses the importance of
the workforce by focussing on the
adaptability of workers and enter-
prises, or the capacity to introduce
modern forms of work organisation

or a workplace environment that will
facilitate innovation. And yet no ref-
erence is found to the self-enforcing
power to realize these demanding
goals at the micro level of companies
and workplaces.

Could it be that this aspect has been
simply forgotten by the policymakers?
More than a decade ago the so-called
Davignon report provided arguments
for the usefulness of worker participa-
tion by stressing its importance for the
achievement of economic goals: ‘The
type of labour needed by European
companies — skilled, mobile, commit-
ted, responsible, and capable of using
technical innovations and of identify-
ing with the objective of increasing
competitiveness and quality — cannot
be expected simply to obey the em-
ployers’ instructions. Workers must be
closely and permanently involved in
decision-making at all levels of the
company’ (European Commission 1997).

Sometimes it seems that these find-
ings are no longer regarded as valid or
relevant, that, on the contrary, they
are increasingly perceived as mere
remnants of times past and never to
return. However, the failure of the lib-
eral model of organising economies,
as it is apparent today, restores pur-
pose to the appeal for mechanisms
able to achieve social cohesion and
integration of economy into society.
Such is the purpose of this chapter.
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5.1. Lisbon and worker involvement
Where is the link?

The aim here is to highlight those
European acts and institutions which
would seem to be key to the restoration
of balance between the economic and
social goals set in the Lisbon Agenda.
For this purpose an innovative tool for
measuring country performance in
terms of employee participation is pre-
sented, proving the existence of recip-
rocal links between quality workforce
involvement in the workplace and GDP,
productivity, employment level and en-
vironmental issues. Secondly, one of
the three pillars of workers’ rights to
information and consultation in Europe
is presented, namely, framework direc-
tive 2002/14/EC introducing works
councils as the basic level of social dia-
logue on company level. Subsequently,
the supranational company level is
discussed in its two fundamental
forms — the European Works Councils
(EWCs, based on directives 94/45/EC
and 97/74/EC) introduced in 1994 and
the participation of employees in the
SE (directive 2001/86/EC) adopted in
2001. Both these directives pursue the
goal of conveying information and
enabling consultation on company is-
sues affecting employees on a transna-
tional level, i.e. when measures involve
subsidiaries from at least two member
states and go beyond the decision-
making powers of management in a
single country. In these sections an
attempt is made to present the links
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between these specific tools of com-
pany-level social dialogue and attain-
ment of the Lisbon goals.

Figure 5.1: The Lisbon Strategy - the way Europe can progress

European Social Model

High social standards possible because of high
economic productivity

Worker participation as driver for social cohesion

Economic competitiveness

Challenge: to make the "high road“ competitive

MNCs as drivers of change

Worker participation contributes to shaping
restructuring and innovation

Part of the new EU treaty: Art. 27 EU Charter
information and consultation are fundamental rights - make workers into citizens at their workplaces




5.2. Economic and social welfare effects of worker involvement in Europe
The European Participation Index (EPI)

What is the relationship between
worker involvement, social cohesion
and economic performance in Europe?
In order to enable Europe-wide com-
parisons in this regard between the EU
member states, the ETUI-REHS has
developed a European Participation
Index (EPI), consisting of three equally
weighted components:

1) Board-level participation — measures
the strength of legal rights in each
country for employee representa-
tion in the company's highest deci-
sion-making body. This classifica-
tion was developed by the SEEurope
network of ETUIl (www.worker-
participation.eu) and classifies coun-
tries in three groups: ‘widespread
participation rights’, ‘limited partici-
pation rights’ and ‘no (or very lim-
ited) participation rights’.

2) Plant-level participation — meas-
ures the strength of worker partici-
pation at the plant level. This in-
cludes three sub-indicators, includ-
ing i) the probability of the presence
of an interest representation body
(including in smaller companies), ii)
the existence of extensive informa-
tion and consultation rights, includ-
ing the right to veto or delay deci-
sions with strong impact on employ-
ees like restructuring, closure, and
mass redundancies, and iii) the

competence to negotiate and sign
legally binding agreements.

3) Collective bargaining participation
— measures union influence on
company industrial-relations poli-
cies, including an average of i) un-
ion density (i.e. percentage of work-
force belonging to unions) and ii)
collective bargaining coverage (i.e.
percentage of the workforce covered
by collective agreements).

Countries were classified based on their
overall scores on the participation in-
dex. The ‘stronger participation rights’
group includes nine countries: Austria,

Denmark, Finland, France, Germany,
Greece, Luxembourg, the Nether-
lands and Sweden. The ‘weaker par-
ticipation rights’ group includes 18
countries: Belgium, Bulgaria, Cyprus,
Czech Republic, Estonia, Hungary,
Ireland, Italy, Latvia, Lithuania,
Malta, Poland, Portugal, Romania,
Slovakia, Slovenia, Spain and the
United Kingdom. Each of the two
groups accounts for roughly half of
EU27 GDP, making their importance
in economic terms approximately
equal.

This comparison of the EU27 countries
classified by strength of workers’ rights

regarding information, consultation
and participation shows that, on the
whole, countries with stronger par-
ticipation rights performed better
along a range of Lisbon Strategy in-
dicators than did countries with
weaker rights. Figure 5.2 shows that
the ‘strong rights’ group of countries
surpassed the other in a wide variety
of key indicators: GDP per capita, la-
bour productivity, overall employ-
ment rate, employment rate of older
workers, youth educational attain-
ment, expenditures on R&D, pro-
gress on the reduction of greenhouse
gas emissions and consumption of
energy.

Figure 5.2: European Participation Index

Countries with stronger Countries with weaker

Performance indicator

participation rights

GDP per capita in Purchasing Power Standards (EU27 = 100)

Labour productivity per person employed (EU27 = 100)

Employment rate (total %)

Employment rate of older workers (percent)

Youth education attainment level - % of the population aged 20 to 24 having completed at least

upper secondary education

Gross domestic expenditure on R&D (percent of GDP)

Index of greenhouse gas emissions and targets - In CO2 equivalents (Actual base year = 100)

Gross inland consumption of energy divided by GDP (kilogram of oil equivalent per 1000 Euro)

Data source: Eurostat. Note: all data for 2006. Countries weighted by 2006 GDP.

participation rights

116.5 104.5
113.9 103.6
67.6 64.7
46.1 44.3
77.8 75.8
2.3 14
92.7 103.3

170 261.7
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5.3. Information and Consultation Directive

Supporting social dialogue at national level

The Information and Consultation Di-
rective 2002/14, establishing a general
framework for informing and consult-
ing employees in the European Com-
munity, was intended to broaden the
scope of the right to information and
consultation of workers to all EU
member states. The concept is based
on national employees’ representation,
and thus needed to accommodate all
the variety of national traditions and
institutions, such as, for example, sin-
gle (exclusively via trade unions) or
dual (trade unions and independent
employee representatives) channel of
representation. Indirectly, Directive
2002/14 established a prerequisite to
the right of information and consulta-
tion: each member state must provide
for a general and permanent system of
employee representation, either single
or double channelled, elected and/or
appointed. This point was reiterated in
the ECJ landmark decision of 1992
(Commission vs. UK, C-382/92). It al-
lowed for transitional provisions (Art.
10) in member states in which there
was, ‘at the date of entry into force of
this Directive, no general, permanent
and statutory system of information
and consultation of employees, nor a
general, permanent and statutory sys-
tem of employee representation at the
workplace allowing employees to be
represented for that purpose’. In total
six members states (Cyprus, lreland,
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Italy, Malta, Poland and the UK) took
advantage of the provision of Article 10.

However, the picture of worker repre-
sentation in respect of the implemen-
tation of Directive 2002/14 remains
heterogeneous. In only one third of the
member states are there provisions
requiring employers to set up such
workers’ representative bodies, which
means that the employer has to be active
in delivering information and conduct-
ing consultation. Subsequent imple-
mentation provisions of the Directive
on national level secure workers’ in-
formation and consultation in the ab-
sence of employee representatives

in the enterprise. However, only a
limited number of member states
provide for the direct involvement of
national institutions as a means of
last resort in the event of violations or
lack of implementation of the Direc-
tive’s provisions. None of them has
taken advantage of the opportunity
given by the Directive to improve do-
mestic legislation in respect of em-
ployee representation systems.

Although it might be too early to judge
fully the directive’s impact on consul-
tation and information, because of
the very recent change in some coun-
tries, especially in the New Member

States (NMS), the fact is that workplace
representation, as a distinctive feature
of the national industrial relations
systems, still varies significantly across
the European Union (Vandenbrande
et al. 2008; European Commission,
2006a). In some countries (Hungary
and Slovakia) works councils seem to
be less important than trade union
representatives. In France, Greece,
Portugal and Spain, on the other hand,
works councils could be considered as
complementary bodies to the trade un-
ion representation. At the same time,
the dual-channel structures in Bel-
gium, Denmark, Italy, Luxembourg
and Slovakia are monopolised or

Figure 5.3: Structures of workplace representation and representation density rate (%)

Union representatives
Estonia (before 2007); Latvia (usual until
now); Lithuania (usual until now);
Poland (before 2006)

Low (<33%)

Medium (>33-<66%)

High (>66%0)

Cyprus; Ireland; Malta; UK

Structures of workplace representation

Single channel
Alternative model
Lithuania (from 2003, implemented by
special law 2005);

Poland (new law 2006)

Czech Republic (from 2001);
Slovakia (2002-3)

Finland; Sweden

Dual channel

Estonia (2007, seldom);
Latvia (2002, seldom)

Austria; Belgium; France; Germany; Greece;
Hungary (since 1992); Italy; Luxembourg;
Netherlands; Portugal; Slovakia (from 2003);

Slowenia (since 1993); Spain

Denmark

Source: Kohl (2008), Vandenbrande et al. (2007), http://www.worker-participation.eu/. Note: Presence of trade unions or similar organisations in the workplace
as a percentage of the employees. Not included: Bulgaria (dual channel from 2006 but before single channel) and Romania (usual single channel by union
representatives but hybrid single channel from 2003).




5.3. Information and Consultation Directive

Supporting social dialogue at national level

dominated by the trade unions. In Aus-
tria, Germany and the Netherlands
works councils are the only statutory
body of workplace representation and
the union delegation plays only a sec-
ondary role at workplace level; trade
union delegations are particularly rare
in Austria.

Single channels of worker representa-
tion are still the norm in Finland and
Sweden and also in Cyprus, Ireland,
Malta and the UK. Although in the ma-
jority of member states existing stand-
ing worker representative bodies enjoy
a right of information and consulta-
tion, trigger mechanisms have been
introduced in the UK and lIreland so
that information and consultation
rights depend on the request of 10% of
the workforce to negotiate an agree-
ment in order to provide for the elec-
tion of ad hoc worker representatives
or for direct involvement, thus deriving
from the single-channel method based
on trade union recognition by the em-
ployer. In practice single-channel rep-
resentation is also the case in most
NMS, despite the fact that the informa-
tion and consultation directive gave the
opportunity for the establishment of
dual-channel  structures.  Single-
channel worker representation by a
trade union was traditionally the
dominant type of worker representa-
tion in the NMS. This has only slightly

changed in most of those states since
the implementation of the directive.
Baltic, Polish and Romanian trade
unions have all followed the rather
hybrid type of worker representation
found in the Czech Republic where
works councils, often considered as
competitors of trade unions and un-
dermining them, could be set up but
cease to exist when a trade union rep-
resentation is chosen in the company
(Kohl, 2008). In practice, very few
works councils have been established
and worker representation by union
representatives is also weak because
of low union density in the majority
of the NMS.

Figure 5.3 shows that in countries
where workers’ representation is
based on single-channel structures the
representation density rate, i.e. the
presence of trade unions or similar or-
ganisations as a percentage of the em-
ployees, is rather mixed. While in
member states with longstanding
statutory systems of information and
consultation the representation rate is
between 33% and 66% or even higher
(Finland and Sweden), the rate is
significantly low in the NMS. The
latter adopted a single-channel
worker representation system re-
gardless of whether works councils
could exist as an alternative or not
(Carley et al. 2007).

This is in contrast to countries where
worker representation is based on
dual-channel structures. In none of
those countries is the representation
density rate low, although Bulgaria
(not stated in the figure), Estonia and
Latvia seem to be exceptions. However,
in those countries dual channels have
only recently been introduced and, as
in the other NMS, in practice few
works councils have been established,
notwithstanding the directive on con-
sultation and information. Moreover,
due to different thresholds of necessary
employment before a company is
obliged to apply legal provisions, there
is not only cross-national diversity but
also sectoral variance. Workplace rep-
resentation is obviously weaker in
those sectors dominated by small and
medium-sized companies, which is
particularly the case in the largest eco-
nomic sector, the low-unionised but
still growing private services sector. In
other words, a large proportion of the
workers who are assumed to be the
drivers of a competitive and dynamic
knowledge-drive economy are ex-
cluded from information and consulta-
tion rights.

Six years after passing the Directive it
is still difficult to conclude that infor-
mation and consultation of workers are
efficiently guaranteed in the European
Union, mainly because most member

states have implemented this piece of
European legislation in minimalist
fashion. Thus the ‘effet utile’ of the
Directive, meaning the effective guar-
antee of the right to information and
consultation to all workers in order to
‘promote employee involvement in
the operation and future of the under-
taking and increase its competitive-
ness’ as mentioned in recital 7 of the
directive, could not be fully realised.
Following an expert report on the im-
plementation of the EU directive on
information and consultation, the
European Parliament’'s Commission
of Employment and Social Affairs has
called for revision of Directive 200/14
/2008/2246 INI.

57



5.4. European Works Councils (EWC)

EWCSs’ contribution to the Lisbon Agenda

Although not a tool invented specifically to

attain the Lisbon goals, EWCs have become Figure 5.4: Development of EWCs over the years

one of the important institutions contribut-

ing to the ‘sustainable economic growth’ of 900 ® new EWCs established EWCs dissolved O existing EVXCS -~ . — —
companies. Sustainability of companies is 388 = 0 0

strengthened by information and consulta- 600

tion processes taking place in EWCs and 500

making the link between local operations of 400

multinational enterprises and their global 300

decision-making centres. In this way, EWCs 200

represent an often missing link between the 100

employees at the level of a single plant and 0 Sywr=y 3l m U e ] | o ] ]
the sustainable aspect of making the EU the -100
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this regard, sustainability should be under- 1994

stood as the ability to continue without caus-
ing damage not only to natural environment,
but also to the social entourage, i.e. employ-
ees of companies as their main stakeholders
(ETUC and ETUI-REHS 2008).

Data source: ETUI-REHS (2008). Note: for an additional 9 EWCs the date of creation is not known.

Figure 5.5: Employees represented in EWCs per sector of activity of multinational companies

In this regard, the moderate — but steady —
rise in the number of EWCs (Figure 5.4) 5.09
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5.4. European Works Councils (EWC)

EWCs and restructuring

As was argued above, countries with a Figure 5.6: Headquarters of multinational companies with EWCs
strong participation index perform bet-

ter in many economic and environ- 200 m companies with EWC and HQ in a given country
mental aspects. This conclusion is also 180
true as far as EWCs are concerned: in 160
undertakings headquartered in the 140
‘stronger participation rights’ group (see 120
section 5.2) a total of 556 EWCs (62% of 100
all active EWCs) have been set up (Fig- 80
ure 5.6). Hence, EWCs, perceived as one 60
of the elements contributing to the 40
achievement of the Lisbon goals, make 20 - - . . l
the countries in question even more ef- o — - - — — = — -
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fective drivers of a balanced growth and

social SUStamablllty' Data source: ETUI-REHS (2008).

Restructuring has become, in recent
years, a highly relevant issue in Europe
and ‘may in some senses be the most . - - —
important issue with which EWCs’ are Figure 5.7: Number of merger cases notified to DG Competition of the European Commission
dealing (Schémann et al. 2008: 15). In- (1990-2008)

volvement of companies (both with and
without EWCs) in merger and acquisi-
tion cases notified to the DG Competi-
tion of the European Commission be-

tween 1990 and 2008 (Figure 5.7) 220
clearly shows that the pace of restructur- 20
ing has been accelerating fast. This de- 15
velopment might become even more 10
significant in the coming years, given 5
that, as a consequence of the financial 0 . - . l I I
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Data source: Eurostat (2008a).
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5.4. European Works Councils (EWC)

EWCs and restructuring

However, it is in this context that we
find the situation and role of the EWCs
to be rather ambivalent. On the one
hand, the European Commission
puts great emphasis on the ‘essential
role’ of the EWCs in anticipating and
managing restructuring operations
(European Commission 2002a and
2005¢) and finances numerous projects
and initiatives on this topic. On the
other hand, the available research
results are clear : best practices of
early and extensive information as a
basis for consultation on management
decisions are rare and an active role
by EWCs in accompanying restruc-
turing and relocation together with
European and local trade unions —
as, for example, in the case of Gen-
eral Motors Europe (Banyuls et al.
2008; Fetzer 2008) — is the excep-
tion, rather than the rule, the norm
being for EWC representatives to be
‘consulted’ after the decision had
been finalised (Waddington 2006;
Telljohann 2009), while in some
cases the information was not only
useless but actually absent. When, at
the beginning of 2008, Nokia an-
nounced the closure of the site in
Bochum (Germany) and the reloca-
tion of a significant part of the pro-
duction to Romania, the EWC was
neither informed, nor consulted, in
clear violation of European employ-
ees’ rights. But such extreme cases
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apart, companies tend to bypass EWCs
during restructuring processes by por-
traying the measures as having only a
‘national dimension’, and in other
cases undertakings involve EWCs in a
merely instrumental way so as to play
off production sites against each other.

The mismatch between European
discourse and initiatives on the one
hand and restructuring practices on
the other contradicts not only the
original purpose of the EWC Directive
as a new European institutional struc-
ture for employee participation at
cross-border level but also the spirit
of the Lisbon Strategy and its objec-
tive of strengthening social and terri-
torial cohesion. Corporate restructur-
ing is often essential for companies’
competitiveness, but it is always also
of strategic significance for the re-
gion(s) which are affected, in terms of
job losses, employability, and citizens’
living conditions. Though EWCs, on
their own, are of course inadequate
to manage transnational restructur-
ing and the processes of regional in-
dustrial change related to it, the EWC
can be an essential ‘company knot’
and relais of a broad network of so-
cial partnership; as such it certainly
has a capacity to become a central ac-
tor in restructuring processes, to-
gether and in transnational coordina-
tion with European trade unions

(Moreau and Paris 2008). This role
has already been claimed by at least a
certain number of EWCs in operation
in 89 enterprises, where transna-
tional agreements between employee
representatives and management
have been signed, some of them deal-
ing with the social implications of re-
structuring measures (European
Commission 2008b: 3).

The framework in which EWCs op-
erate, currently characterised by a
lack of rights and resources, makes it
difficult for the EWCs to live up to
their potential. Firstly, the informa-
tion and consultation rights, which —
also in comparison with the later di-
rectives on information and consulta-
tion rights (2002/14/EC) and on the
European Company (e.g. directive
2001/86/EC) — are too vaguely de-
fined. Secondly, the hazy definition
of what constitutes a ‘transnational
issue’ included in the EWC directive
(94/45/EC) has all too often led to
EWCs being hindered in their repre-
sentation activities because the man-
agement has unilaterally defined re-
structuring measures as ‘national’ or
‘local’. Last but not least, there is a
need for effective sanctions in case of
the directive, or the agreements aris-
ing from it, not being adhered to, i.e.
when decisions affecting employees in
several countries are taken without

proper information and consultation
— as recently in the case of Nokia. If
these shortcomings are tackled and
EWCs thus rendered more effective,
they can be indeed a very important
partner of local unions and political
actors in shaping transnational re-
structuring processes.



5.4. European Works Councils (EWC)

EWCs beyond the legal minima

In a number of cases EWCs over the
years have developed solutions going
beyond the legal minima of the EWC
Directive (94/45/EC). In more than 40
cases the two parties have agreed upon
more advanced definitions of informa-
tion and consultation, such as the obli-
gation for the EWC to submit an opin-
ion in order for the decision-making
process to be complete, the right of an
EWC to request postponement of a de-
cision to enable in-depth analysis, with
some of the agreements going as far as
to grant entitlement to negotiation.
Moreover, a substantial group of about
20% of the companies has opted in
their agreements for two plenary meet-
ings per year. The quality of this facility
is crucial for operation of EWCs, as it
enables employee representatives to
meet, obtain and exchange information
on corporate plans and to submit pro-
posals and opinions to management,
aiming at making the business deci-
sions more socially balanced. This is
made possible by EWCs discussing is-
sues such as company performance,
economic and financial situation, prob-
able development of the business and
production, probable trends of em-
ployment, investments, and substantial
changes concerning work organisation
and production, etc. (Annex to directive
94/45/EC, art. 2). In view of the steeply
rising pace of restructuring (see Figure
5.7) and numerous implications thereof,

one meeting per year, being the most
frequent solution (Figure 5.8), is no
longer sufficient to allow effective and
meaningful involvement of employee
representatives in information and
consultation. Nor, therefore, is it suf-
ficient to substantially contribute to
realisation of the Lisbon goals.

Unfortunately, with regard to other
facilities for EWCs, such as language
training, the situation is rather simi-
lar, little progress having been recorded
over the years.

As is depicted in Figure 5.9 a vast ma-
jority of EWCs has been in operation

for 10 or more years, which implies
that, due to their experience, they
have made progress in terms of com-
petence and partnership.

The figure clearly shows that the 893
currently existing EWCs (the total
number of EWCs ever set up is 1088)
have become a permanent feature of
European industrial relations. Even
though, in a vast majority of cases,
they have proved their value, they need
to evolve and become more efficient if
they are to become meaningful and ef-
fective instruments for both employees
and companies. The latter clearly find
EWCs useful in terms of corporate

decision-making, as proven by a sur-
vey conducted by Vitols (ETUC and
ETUI-REHS 2008: 78). In specific
terms, this proves that companies in
Europe are reliant upon effective
agreements with a highly qualified
workforce that supports innovation
and change.

The question of precisely how EWCs
contribute to innovation and change
as well as to handling change in an
innovative and sustainable way can be
explained by referring to an emerging
phenomenon of transnational com-
pany agreements. In about two thirds
of such agreements, signed mainly

Figure 5.8: Frequency of meetings of active EWCs

one meeting per year 68%

Data source: ETU-REHS (2008).

two meetings per year 17%

— three meetings per year 1%

four meetings per year 1%

no data available 13%
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5.4. European Works Councils (EWC)

EWCs beyond the legal minima

against a background of restructur-
ing, EWCs have been active partici-
pants and co-signatories (European
Commission 2008c). Currently there
are no fewer than 147 transnational
agreements in at least 89 different
multinational companies (Jagodzinski
et al. 2008: 39). These documents
deal with various aspects of employ-
ees’ work in multinational companies
ranging from working conditions,
data protection, training, environ-
mental issues, CSR and even to regu-
lations on some financial benefits
(ibidem). A special form of such
agreements, those co-signed by trade
union organisations on both national
and supranational levels (European
Industry Federations, International
Union Federations) are International
Framework Agreements (IFAs), which
can be regarded as constituting an
emerging level of transnational col-
lective bargaining. (Schémann et al.
2008)

From the point of view of their contri-
bution to the Lisbon Agenda, these
transnational company agreements
(especially the IFASs) are a specifically
European and highly innovative way
of handling the social consequences of
restructuring and industrial change.
There are some remarkable examples
of such active involvement of employ-
ees in seeking sustainable solutions
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for competition-ridden economies,
including Group4Falck, Volkswagen,
Ford, EADS, PSA Peugeot Citroén,
Renault and Suez and others (see:
European Foundation for the Im-
provement of Living and Working
Conditions 2008: 11).

This kind of evolution from informa-
tion and (non-binding) consultation
rights — stipulated originally in di-
rective 94/45/EC — to more efficient,
extra-legal instruments such as
transnational company agreements is
currently not reflected or covered by
any law. What is more, it refers, un-
fortunately, to only a limited number

of EWCs. The later group of more
advanced EWCs definitely represents,
to a certain extent, a kind of avant-
garde, indicating that these informa-
tion and consultation bodies follow
practical developments and demands
and that they are maturing more
quickly than legislation.

The debate on the long overdue revi-
sion (recast) of the EWC directive in
2008 initially gave rise to hope, but,
finally has also revealed the limits of
consensus heavily influenced by ideo-
logical short-sightedness. Having just
faced the end of the process, we are
aware that not all the expectations

concerning the improvement of the
legislative framework for EWCs have
been able to be realised. Firstly, what
happened was a change of status from
a revision to a mere recast which im-
posed certain limitations on the proc-
ess (e.g. scope of action of the Euro-
pean Parliament). This fact, combined
with a restrictive and minimalist ap-
proach on the part of employers’
organisations, prevented some vital
improvements for which the ETUC
has been campaigning (ETUC 2003;
ETUC 2008a).

Figure 5.9: Length of existence of currentl
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5.5. Worker involvement in the European Company (SE)

Combining cross border-flexibility and transnational worker involvement

Following protracted discussions over
more than 30 years, the European
Company (SE) legislation came into
force in October 2004. Though not di-
rectly connected to the Lisbon Agenda,
the SE legislation is clearly in line with
its aims. Its main focus is to strengthen
the competitiveness of companies by
offering them a new business form that
enables them to take better advantage
of the internal market. Nevertheless,
there also exists a link with the social
dimension of Lisbon, insofar as the ac-
companying SE Directive on worker in-
volvement represented a step forward
as compared to the EWC Directive by
offering more transnational information
and consultation rights and by intro-
ducing the dimension of employee
board-level representation (‘participa-
tion’) into the obligatory negotiations
on worker involvement when an SE is
set up (Kluge and Stollt 2007).

More than four years after its entry
into force it is possible to draw some
preliminary conclusions on the SE'’s
impacts on contributing to the Lisbon
aims. Predicted by many to be a ‘still
born child’ the SE has developed into a
relative success story (Gold et al.
2009). Since its introduction in 2004,
the number of SEs has increased
steadily year by year. By the end of
2008 more than 300 companies had
been founded in the form of a Societas

Europaea (ETUI-REHS 2008). How-
ever, this rather impressive total should
not blind observers to the fact that
many SEs do not conform to the stan-
dard definition, for they are, in their
overwhelming majority, SEs without
any employees (‘empty SEs’) and/or
not even a specific business purpose
(‘shell SEs"). As research by the ETUI's
SEEurope network has shown, this
practice is particularly present in the
Czech Republic where more than 100
shell/empty SEs have been set up,
mainly by five specialised traders
(Carlson 2008).

Figure 5.10: Total number of registered European Companies (SEs)
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Data source: ETUI-REHS (2008).
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5.5. Worker involvement in the European Company (SE)

Extending participation rights across national borders

Whereas the founding of shell compa-
nies — i.e. without any employees at
the time of registration (as opposed to
‘normal’ SEs, i.e. those with employ-
ees) — is a practice commonly applied
to enable companies to set up in busi-
ness more quickly, it represents a po-
tential threat to worker involvement
rights in an SE (ETUC and ETUI-
REHS 2008). In this regard, it has to
be borne in mind that mechanisms for
securing employee rights to informa-
tion, consultation and participation
are guaranteed only at the moment of
founding of SEs. It is accordingly dif-
ficult to negotiate workers’ rights at a
later point in time, when the company
has recruited its employees. In this
respect, the existing mechanisms of
the SE Directive do not represent a
sufficient guarantee. The Commission
has in fact acknowledged this short-
coming in its recent communication
on the revision of the SE (European
Commission 2008c). In the mean-
time, some first cases have indeed
arisen in which no negotiations took
place when a registered ‘shell SE’ was
sold and merged with an existing
‘normal’ company with employees.

The almost exponential growth of the
‘atypical’ SEs — especially when com-
pared to the moderate growth of the
‘normal SES’ — raises the question of the
purpose of the SE legislation. The very
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high number of shell and empty SEs
as compared to ‘normal’ ones creates
some doubts as to whether the prac-
tice of establishing and registering
undertakings without employees is in
line with the goals, spirit and the ef-
fet utile of the legislation in question.

In the overall majority of cases where
‘normal’ SEs with employees have
been created, management respected
the procedure laid down in the SE Di-
rective for negotiations on informa-
tion, consultation and participation
rights. The most prominent case where
the procedure was initially not re-
spected (Strabag SE) was subsequently

‘healed’, not least due to coordinated
cross-border pressure from European
trade union organisations (Klambauer
2008). By December 2008 an agree-
ment on worker involvement had been
concluded in no more than 32 out of
the total of roughly 300 SEs. As with
EWC agreements, the quality of these
agreements differs significantly from
one company to another. However,
particularly the agreements of the lar-
ger SEs are in general in line with good
‘EWC practice’ and on certain points
they go beyond what is legally foreseen
in the SE Directive. In 18 SEs out of the
32 where agreements on worker in-
volvement have been signed, the rights

enshrined in the agreement include
board-level participation, thereby
adding an important dimension for
workers’ voice in company decision-
making. By December 2008 more
than 50 employee board members rep-
resented the interests of the workforce
on SE supervisory or administrative
boards. A fundamental innovation in-
troduced by the SE legislation is the
transnational component of participa-
tion at board level. In a number of
SEs (e.g. Allianz SE, BASF SE and
MAN Diesel SE) employee represen-
tatives from several countries sit on
the board and represent the interests
of the whole workforce in Europe.

Figure 5.11: 304 European Companies (SEs), set up
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5.5. Worker involvement in the European Company (SE)

Extending participation rights across national borders

This exercise of a European mandate
certainly represents a new challenge
for the representatives and their un-
ions. The recent decision of the
ETUC and its member organisations
to set up a specific fund (financed by
the board remuneration of the em-
ployee board members in the SESs) to
support the European structures of
employee representation within SEs
and the pioneers of ‘European par-
ticipation’ demonstrates a commit-
ment to meet this challenge.

These rather positive general remarks
cannot conceal the fact that, particu-
larly from the German perspective
that traditionally assumes a high
level of co-determination rights,
evaluation of the first SE experiences
is inevitably mixed. Establishment of
an SE has in some cases (e.g. Allianz
and BASF SE) represented a pretext
for lowering the number of board
seats without formally changing the
proportions between employee repre-
sentatives and other (company) board
members, leading to a de facto reduc-
tion in the number of seats guaran-
teed to workers. It is also striking
that, in a considerable number of
cases, an SE has been set up by Ger-
man companies that were approach-
ing an employee threshold which,
under German law, would have re-
quired them to introduce board-level

representation rights (500+ employ-
ees) or to extend existing rights
(2000+ employees - from 1/3 to V% of
the board seats, including some seats
‘reserved’ for external trade union
representatives) (Kostler and Werner
2007). This practice entails the dan-
ger that citizens perceive the SE not
as a step forward but rather as yet
another example of European legisla-
tion missing the mark in the endeav-
our to balance economic success and
social aims.

Figure 5.12: Overview of SEs with operations and employees*
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Germany
Germany
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Germany
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Germany
Germany
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corporate
governance**

two-tier
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two-tier
two-tier
two-tier
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single-tier
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single-tier
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single-tier
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concerned

133,846
ca. 65.000
48,828
32,682
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7,600
7,450
7377
6,625
3,922
3,756
ca. 2.500
2,314
2,221
2,109
1,871
1,729

1,667
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1,422
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tation, no participation involvement available

Data Source: ETUI-REHS (2008). Notes: SEs > 800 employees* (30.11.2008). **Single-tier:
administrative board/two-tier = management board and supervisory board.



5.6. Conclusions

Worker involvement — major potential, yet still unused

One of the lessons from the current
financial and economic crisis relates
to a significant loss of trust in the re-
lationships between economic actors
like banks, financial institutions,
managers, and also certain govern-
mental institutions. Approaching the
end of the ten-year period for which
the Lisbon Strategy was constructed,
many of the political promises have
not yet been realised.

It is therefore high time to revitalise
the forces for effective and collective
self-activation in order to seek per-
spectives for the time beyond crisis.
This chapter provides a reminder of
one of the ‘forgotten resources’ in this
regard as constituted by worker in-
volvement in a broader sense and
based on institutional settings pro-
vided by European legislation.

Institutions for worker involvement
have long represented a valuable
contribution to the stability of labour
relations in circumstances of funda-
mental industrial change. Further-
more, involving employees has had a
positive effect on much-needed inno-
vative developments at the work-
places. It is disappointing, in this re-
gard, to see that not much use has
been made of the opportunities cre-
ated by the European legal frame-
work in this field:
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- Surprising as this might seem, in none
of the EU member states was any use
made of the opportunity created by
the EU Information and Consultation
Directive to improve its domestic leg-
islation on worker representation, in
particular by means of strengthening
interest representation in small and
medium-sized companies below 50
employees, considered to be the driv-
ers of a successfully working economy
in Europe.

- Although EWCs seem to be a benefi-
cial complement of labour relations at
transnational level, the recast of the
EWC Directive falls short of expecta-
tions in terms of the provision of tools
for evolution towards more efficient
additional instruments introduced by
agreement between management and
labour.

- Although worker involvement in
the SE has actually developed into a
relative success story by adding
participation at board level as an
important dimension for workers’
voice in company decision-making,
we are currently witnessing a po-
litical debate on a statute for a
‘European Private Company’, in
which, under the pretext of adapt-
ing to ‘specific needs of SMEs’, an
attempt is being made to de facto
lower legal standards of worker in-
volvement.

What Europe needs today is legisla-
tion to support improvements to the
institutions that legitimise company
decisions, creating trust within the
company but also between company
and society, since companies do not
stand outside society. There are
strong arguments in favour of a
change of direction: as the European
Participation Index (EPI) shows,
some EU member states — regarded
as having in place stronger worker
participation systems than others —
have gained a lot from such mecha-
nisms, particularly, in relation to the
effort to achieve the Lisbon objectives.
In this perspective, EU directives
providing for workers’ involvement
on the transnational level comple-
ment national provisions, and, alto-
gether, represent a legally guaranteed
space for worker involvement that
can be used, in practice, to build up a
European social model from the bot-
tom to the top — and not the other
way round!



6. HAS EUROPEAN SOCIAL DIALOGUE AND SOCIAL LEGISLATION

SUPPORTED THE LISBON STRATEGY?

The European social dialogue is ac-
knowledged as an essential component
of the European model of society and
development. Its status as a building
block of economic and social modernisa-
tion has been confirmed by the Lisbon
Strategy. In other words, the European
social dialogues, alongside European so-
cial legislation, are regarded as driving
forces of successful social reform. Ac-
cording to the European Commission,
European social partners are best placed
to take up the fundamental challenge of
the Lisbon Strategy, in particular in re-
spect of modernisation and manage-
ment of change.

As the 2010 deadline for completion of
the 2000 Lisbon Strategy agenda fast
approaches, how much have European
social partners and European legislators
focussed upon and succeeded in imple-
menting the goal of making the EU ‘the
most dynamic and competitive knowl-
edge-based economy in the world capa-
ble of sustainable economic growth with
more and better jobs and greater social
cohesion’. And how have they responded
to the refocussing — in 2005 — of the
agenda on partnerships for growth and
employment?

The European social dialogue and Euro-
pean social legislation are the two major
instruments for introducing social stan-
dards in the countries of the European

Union. European social partners are
empowered by the EC Treaty to nego-
tiate and conclude agreements on spe-
cifically defined social issues at inter-
professional as well as sectoral level.
At the joint request of the parties,
these agreements may subsequently
be transposed into European direc-
tives. In addition, the European legis-
lator has the capacity to adopt legisla-
tive acts on social matters. This chap-
ter sets out to examine to what extent
the European social dialogue and
European social legislation have con-
tributed — or have failed to contribute
— to achieving the objectives of the
Lisbon Strategy. In the first two sec-
tions, the contribution of the Euro-
pean interprofessional (6.1) and the
sectoral (6.2) social dialogue will be
considered, while a third section (6.3)
will be devoted to the input of the
European legislator in social matters.
The first point to strike is that the
European social partners at interpro-
fessional — albeit less at sectoral level
— have indeed been highly active in
shaping social Europe along the lines
of the Lisbon Strategy. Meanwhile,
though the European legislator has
contributed some interesting input, so-
cial legislation to support the objectives
of the Lisbon strategy is in short sup-
ply. Furthermore, analysis of the quan-
tity and quality of the legislative acts,
on the one hand, and of the negotiated

contributions, on the other, over
the past eight years, shows not only
a clear imbalance between these
two forms of input, but also a dis-
tinct shift of responsibility in social
fields towards the European social
partners and away from the Euro-
pean legislators. To what extent,
then, have the former met the ex-
pectations placed in them?

Themes

6.1. What has the autonomous
interprofessional social dialogue
contributed to Lisbon?

6.2. The contribution of the
European sectoral social
dialogue to the Lisbon strategy

6.3. European labour law
developments over the last ten
years

6.4. Conclusions
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6.1. What has the autonomous interprofessional social dialogue contributed to Lisbon?
Implementation of the two autonomous Work Programmes of the European Social Partners

Only a year before the Heads of State
launched the Lisbon Strategy in March
2000, the European interprofessional
social partners saw their third frame-
work agreement (following those on
parental leave and part-time work) in-
corporated into Directive 1999/70 on
fixed-term work. The provisions of this
text are undoubtedly in keeping with
the objectives and policy priorities set
by Lisbon, as well as with its re-
launched version of March 2005 focus-
sing on growth and employment. In
June 2000, barely three months after
the Strategy was proclaimed, the social
partners entered into new negotiations
with a view to reaching a framework
agreement on the protection of tempo-
rary agency workers. Had these nego-
tiations succeeded, the outcome would
have again been in accordance with the
aims of the Lisbon Strategy. Indeed,
the different versions of the proposal
for a Directive on this issue contained
clear reference to the (re-launched)
Lisbon Strategy objectives. However,
the failure of these negotiations in
2002, apart from being the first such
failure of EU social dialogue negotia-
tions, entailed even more extensive
consequences. Given also the prevail-
ing institutional, political, economic
and social situation, the need was felt,
from within and also as a response to
external pressure, to reshape the EU
social dialogue, its structures and
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processes, as well as the policy-making
role that EU social partners were able
and wished to play.

The EU social dialogue was at a cross-
roads and the EU social partners de-
cided in November 2002, through the
adoption of their first autonomous
multi-annual work programme for
2003-2005, to tread new paths in or-
der to enhance and expand their dia-
logue, diversify the instruments used,
and strengthen the implementation of
their joint agreements and other texts.
In this context, the effort to contribute
to the Lisbon Strategy was one of their
leading goals, and the work pro-
gramme preamble clearly indicates
that their decision to group the differ-
ent actions launched under this work
programme according to three priori-
ties — employment, enlargement and
mobility — was linked to their wish ‘to
make their work programme a useful
contribution to the Lisbon Strategy’.

Following the success of the 1st work
programme, the language of the 2nd
Work Programme 2006/2008 leaves
no doubt about its links to the Lisbon
Strategy and, in particular, its refocus-
ing upon growth and employment. In
the preamble, the EU social partners
‘reiterate their support for the Lisbon
Strategy’ and state that ‘Europe’s
weakness in terms of growth and

Figure 6.1: Implementation of the 1st Work Programme of the

European Social Partners 2003-2005

Theme/ Calendar
Employment guidelines
(2003-2005)

Lifelong Learning
(2003-2005)

Stress at work
(2003)

Gender equality
(2003)

Restructuring
(2003)
Disability
(2003)

Young people
(2003-2005)

Employment

Racism

(2004)

Ageing workforce

(2004)

Harassment

(2004-2005)

Telework

(2003-2005)

Undeclared work

(2005)

Industrial relations
(2003-2005)

Social dialogue
(2003-2005)

Restructuring

(2003-2004)

Lifelong learning

(seminar 2004/reporting: 2005)
Implementation of legal acquis
(2004)

EU social and employment
policies after enlargement
(2004)

Enlargement

(2003-2005)

Mobility

Source: ETUI (2008).

Action taken
1% joint report presented at the March 2004 Tripartite Social Summit
2™ joint report presented at the March 2005 Tripartite Social Summit
Framework of actions for the lifelong development of competences and
qualifications (28/02/2002), 1st joint Evaluation report 14/03/2003; 2nd joint
Evaluation report 05/03/04; 3rd joint Evaluation report 01/03/05; Evaluation report
2006 (27/04/06)

Framework Agreement signed by ETUC-UNICE/UEAPME-CEEP on 8/10/2004

Framework of actions signed March 2005

Seminars: October 2002/ March and May 2003

EU social partners’ text “Orientations for reference in managing change and its
social consequences” (16/10/2003)

Joint Declaration of the EU Social Partners for the European Year of People with
Disabilities (20/01/2003)

Joint Declaration of the EU Social Partners on the European Youth Pact
(01/03/05) + is also taken on board in the ongoing negotiations on a Framework
agreement on Inclusive Labour Markets

One joint meeting in 2004; no concrete further joint follow-up since then

First joint meeting on 14/09/2005 +is also taken on board in the ongoing
negotiations on a Framework agreement on Inclusive Labour Markets
Framework Agreement signed by ETUC-BUSINESSEUROPE-UEAPME-CEEP
(27/04/07)

Framework agreement signed by ETUC-BUSINESSEUROPE-UEAPME-CEEP
(16/07/02)

Joint Seminar 19/09/2005 + is also taken on board in the ongoing negotiations on
a Framework agreement on Inclusive Labour Markets

Preparatory Project meeting: 9-10/12/2003; Start-off Conference: 9-10/01/2004
(Ljubljana);

“Enlarged” SDC meetings: 29/01/2003, 01/10/2003, 05/03/2004, as from 05/2004
full member of each meeting

Seminar May 2004

Two case-study seminars on EWC's (22-23/10/2004; 27-28/10/2004); joint
conclusions March 2005

Forms now part of reporting on employment guidelines and LLL (see above)

Action plan on skills and mobility|Seminar Commission and Social Partners (13/02/2003 - Brussels); no concrete

follow-up foreseen



6.1. What has the autonomous interprofessional social dialogue contributed to Lisbon?
Implementation of the two autonomous Work Programmes of the European Social Partners

employment needs to be addressed in
order to face the challenges of demo-
graphic change, globalisation and
technological innovation’. In their
view, ‘the European social dialogue
work programme for 2003-2005 has
successfully contributed to the imple-
mentation of this strategy’, and this be-
lief was confirmed in their 2005 Joint
Declaration on the mid-term review of
the Lisbon Strategy. The EU social
partners have thus perfectly under-
stood and acted upon one of the main
messages of the Strategy; i.e. that the
role of and negotiations between social
partners was considered to be the most
suitable way forward on questions re-
lating to modernisation and manage-
ment of change, and especially in fac-
ing key challenges, such as enhancing
skills and qualifications, modernising
work organisation, promoting equal
opportunities and diversity and devel-
oping active ageing policies. Indeed, all
these pivotal areas are reflected di-
rectly and/or indirectly in the topics
for action identified in both work pro-
grammes.

The two work programmes were also
clear and targeted reactions to the im-
portant Commission communications
issued in 2002 ‘The European social
dialogue, a force for innovation and
change’ (European Commission 2002b)
and 2004 ‘Partnership for change in an

enlarged Europe — Enhancing the con-
tribution of European social dia-
logue’(European Commission 2004).
Both communications represented ef-
forts to further strengthen the EU so-
cial dialogue, its role and instruments,
and their recommendations are clearly
also embedded in the Lisbon ‘spirit,
indicating ways in which the EU social
dialogue could provide a productive
and value-added contribution to the
Lisbon process. For example, the estab-
lishment by Lisbon of the new tool of
the open method of coordination is ex-
plained under a heading entitled
‘boosting the social partners’ involve-
ment in the different aspects of the Lis-
bon Strategy’ and, in the 2004 Com-
munication, the Commission acknowl-
edges the importance of social dialogue
as an indispensable instrument for
Europe in successfully facing up to cur-
rent and future economic challenges
and, especially, supporting implemen-
tation of the Strategy.

But has all this indeed led to a genuine
contribution by the EU social partners
to achieving the Lisbon agenda? As is
clear from the implementation score-
boards of both the 2003-2005 and the
2006-2008 work programmes (see
Figures 6.1 and 6.2), the EU social
partners proved able to formalise their
commitment in several fields relating
directly to the Lisbon Strategy, using,

Figure 6.2: Implementation of the 2nd Work Programme of the

European Social Partners 2006-2008 - Status 12/2008

Foreseen actions

Actions undertaken
e Joint text signed and presented by the EU cross-sectoral social partners at Tripartite

Joint analysis of the key challenges facing Social Summit of 18 October 2007

Europe’s labour markets (...)

e Negotiations on a framework of actions on employment transferred to the next Work

1) joint recommendations to be made to EU and Programme 2009-2010

national institutions,

2) define priorities to be included in a framework | e  Negotiations on an autonomous framework agreement on Inclusive Labour Markets
of actions on employment by the social partners, started on 17/10/08; further negotiation rounds are scheduled up till May 2009

3) negotiate an autonomous framework

agreement

. e 1stjoint EU social partners’ implementation table 2008 adopted at SDC of 18/6/08
Negotiation of a woluntary framework agreement

on harassment and violence in 2006
e« ETUC follow-up project started beginning 2008
e Joint project “Integrated Programme of the EU Social Dialogue 2006-2008" -
Subproject Il “Joint Study on restructuring in EU 15 MS - Phase 1 (10 countries)”
e Synthesis Seminar Brussels - 19-20/06/08 - report available
Completion of the national studies on economic | o  Joint project “Integrated Programme of the EU Social Dialogue 2008-2010" accepted
and social change in the EU 10 + EU 15. by DG EMPL SD Unit. Of particular relevance is “Subproject Il Joint Study on
Promote and assess the orientations for restructuring in EU MS
reference on managing change and its social e Forthcoming national seminars and studies for BE, BG, DE, FI, LU, PT & RO -
consequences Synthesis Seminar in January 2010
e Joint project “Integrated Programme of the EU Social Dialogue 2006-2008": Subproject
I: “Joint project on Social partners’ participation in the European social dialogue:
What are Social Partners’ needs?” in RO, BG, HR and TR - phase 1
e Subproject I: “Joint project on Social partners’ participation in the European social
Capacity building for the social dialogue in the dialogue: What are Social Partners’ needs?” in RO, BG, HR and TR - phase 2"
new member states + candidate countries,

Enhancing resource centres of employers' e 3 national seminars in 2008: HR, BG & RO; seminar TR scheduled February 2009
associations and trade unions for technical e Final Synthesis Seminar scheduled for June 2009
assistance to the 10 new member states e Subproject lll: " Resource Centres — senices and websites" - redesigned ETUC

Resource Centre awailable at: http://resourcecentre.etuc.org/

Telework:
e Joint EU social partners final implementation report adopted on 28/06/2006
e Commission own implementation report 2008 (COM (2008) 412 final SEC(2008)

Reporting on the implementation of the telework 2178 of 02/07/08
as well as the work-related stress agreements | Stress at work:
and on the follow up to the framework of actions e See also Benchmarking Working Europe report 2007 and 2008
on gender equality e Final joint implementation report of 18/06/08
Gender equality:
e 1st joint follow-up report 2006, 2nd joint follow-up report 2007 , 3rd joint follow-up
report 2008 adopted at SDC of 18/06/08

e Confirmation of the importance of this action in the conclusion of the joint
implementation report on Telework and Work-related Stress following the lessons
leamed in the implementation process. Item carried ower into in the 3rd Work
Programme 2009-2010

Dewelop common understanding of Social
Dialogue instruments

Source: ETUC and ETUI. To be read in conjunction with Fig.2, Chapter 9.2 of Benchmarking
Working Europe 2007 and Fig.2, Chapter 8.2 of Benchmarking Working Europe 2008.
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6.1. What has the autonomous interprofessional social dialogue contributed to Lisbon?
Implementation of the two autonomous Work Programmes of the European Social Partners

to this end, a wide variety of tools,
each possessing their respective
strengths and weaknesses. Refer-
ence should certainly be made to the
two autonomous agreements on
work-related stress (2004) and har-
assment and violence at work
(2007), as well as to the framework
of actions on gender equality (2005)
and the ongoing negotiations on the
revision of the Parental leave Direc-
tive. All of these relate, both directly
and indirectly, to the objectives of
improving working conditions and
work organisation as well as achiev-
ing greater equality and lessening
discrimination. Their framework of
actions on lifelong learning (2002),
and even the autonomous agree-
ment on telework (2002), are clearly
linked to, among other things, the
important Lisbon objectives of life-
long learning and preparation of the
transition to a knowledge-based
economy and society.

The reporting exercises on the im-
plementation of the Employment
guidelines have proven very valuable
in the search for solutions to identi-
fied obstacles such as, in particular,
the real and effective involvement of
the national social partners in these
processes. The joint document issued
by the European social partners in
2003 entitled ‘Orientations for
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references in managing change and
its social consequences’, as well as
the numerous studies and capacity-
building actions in relation to re-
structuring, gave these issues a fresh
urgency in both new and old member
states. Last and certainly not least,
the most direct contribution is con-
tained in the ‘Joint analysis of the
key challenges facing Europe’s la-
bour markets’ (ETUC et al. 2007)
which could be described as a tailor-
made answer to the Lisbon targets
and to enhancing Europe’s employ-
ment and growth potential. In order
to contribute to enhancing both this
potential and the impact of the
European social dialogue, and as
foreseen in the social dialogue work
programme 2006-2008, the Euro-
pean social partners undertook a
joint analysis of growth, employ-
ment, unemployment and productiv-
ity, demography, job creation, con-
tractual arrangements, education,
training and lifelong learning. This
analysis forms a basis for deciding on
appropriate joint recommendations
to the EU and national institutions,
defining priorities to be included in a
framework of actions on employ-
ment, and negotiating an autono-
mous framework agreement on ei-
ther the integration of disadvantaged
groups on labour markets or lifelong
learning.

As a first conclusion, it could thus be
stated that the EU social partners
have certainly made every possible at-
tempt to deliver. However, it has also
to be admitted — and this is mainly as
a result of the use of a wide variety of
tools (ranking from simple (separate
or joint) declarations of the social
partners to negotiated agreements
and legislative acts) with their inher-
ent strengths and weaknesses — that
the actual implementation action and
results are quite variable, firstly be-
cause of the tools used, secondly de-
pending on the country considered,
and thirdly depending on the actual
role and involvement of social part-
ners in the national context and the
extent to which they were able to par-
ticipate in all these processes. The in-
volvement of national actors is indeed
essential for the implementation of
European social dialogue agreements.
Be this as it may, it is extremely diffi-
cult, and in many cases premature, to
express an opinion as to the real im-
pact this may have had on European
citizens’ private, family and working
lives.

Secondly, the fact should not be over-
looked that, alongside these specific
actions of their own, the EU social
partners have been faced with, and
have reacted to, different formal con-
sultations (see previous Benchmarking

reports), as well as legislative initia-
tives by the Commission (see section
6.3), the debates on which also im-
pinged from time to time on the activi-
ties scheduled and the progress made
in relation to the two work pro-
grammes.

Thirdly, and perhaps just as impor-
tant as — or even more important than
— the actual impact of all this work, it
is undeniable that these different ac-
tions and their implementation were
a crucial catalyst for change in and
strengthening of the social dialogue at
both European and national levels.
The European social partners had, in
embarking upon these initiatives,
been forced to reconsider and further
enhance the EU social dialogue, its
role and their involvement in it, the
necessary synergies between different
levels of social dialogue, its instru-
ments and their implementation, in-
cluding the considerable and mostly
positive spill-over effects for social
dialogue partners, structures and ac-
tivities in both new and old member
states.

It is thus apparent, finally, that the EU
social partners certainly endeavoured
to make a useful contribution and that
tangible results have been achieved,
which certainly does not mean that all
is perfect. The imperfections, however



6.1. What has the autonomous interprofessional social dialogue contributed to Lisbon?
Implementation of the two autonomous Work Programmes of the European Social Partners

are not always attributable to the so-
cial partners themselves but in some
cases also to the complex political, in-
stitutional, social and economic con-
text in which they have and/or are
able to operate and cooperate with all
the other actors concerned.

As for future perspectives, it is already
clear that the EU social partners in-
tend to continue contributing to both
the Lisbon as well as Post-Lisbon
agendas. They will do this, firstly, by
seeking successful conclusion of the
currently ongoing negotiations on an
autonomous framework agreement
on inclusive labour markets as well as
the scheduled discussions on a frame-
work of actions on employment. Sec-
ondly, they will pursue the continued

and new actions identified in their
3rd Work Programme for the years
2009-2010. Indeed, and apart from
dealing with some ‘leftovers’ from
the 2nd work programme, they
here commit themselves, among
other things, to jointly monitor the
implementation of the common
principles of flexicurity (in particu-
lar, the role and involvement of so-
cial partners in this process) and
even, based on their above-
described experiences and results,
to issue ‘a joint recommendation
aimed at contributing to the defini-
tion of the Post-2010 Lisbon’. What
is more, this new work programme
deliberately covers a two-year pe-
riod only, ‘so as to be synchronised
with the Growth and Jobs strategy’.
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6.2. The contribution of the European sectoral social dialogue to the Lisbon Strategy
Lifelong learning and action on skills at the centre of the European sectoral social dialogue

The sectors facing rapid change, or
labour shortages and new skill needs,
have addressed key issues of the Lis-
bon Strategy (Figure 6.3), but im-
plementation varies from sector to
sector.

The Commission has stressed the
importance of promoting the quality
of industrial relations in the frame-
work of the implementation of the
Lisbon Strategy. In the Communica-
tion of 2002 (European Commission
2002Db) it continued to argue that the
sectoral social dialogue is ‘the proper
level for discussion on many issues
linked to employment, working con-
ditions, vocational training, indus-
trial change, the knowledge society,
demographic patterns, enlargement
and globalisation’. At the same time,
it proposed to pursue the creation of
new committees, to encourage the
cooperation between sectors, to gear
the activities of the sectoral social
dialogue committees to dialogue and
negotiation only and to reinforce the
role of the Liaison Forum as the pre-
ferred arena for information and
general consultation. Finally, the
Commission announced its firm in-
tention ‘to give priority support to
committees whose work culminates
in practical results representing
their contribution to the implemen-
tation and monitoring of the Lisbon
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Strategy’. In the social policy Agenda
2000—2005 (European Commission
2000) the Commission planned to
review the social dialogue structures
at the cross-industry level and at the
sectoral level.

The sectoral social dialogue is organ-
ised in the 1998 Communication
‘Adapting and promoting the social
dialogue at the Community level’
(European Commission 1998). The
Commission laid down provisions
concerning the establishment, repre-
sentativeness and operation of new
sectoral committees for consultation,
joint initiatives and negotiation. In
2008, 36 sectoral social dialogue
committees were formally recognised
and two others are still awaiting rec-
ognition. The outcomes of the sec-
toral social dialogue are better under-
standing and consensus-building, a
better capacity to promote the sec-
toral interest and the capacity to act
together in an autonomous way.

The sectoral level seemed to be the
most appropriate level to address the
key issues of the Lisbon Strategy. In-
deed, there exist numerous joint po-
sitions on topics like lifelong learning
or vocational training. These topics
are at the heart of many sectors’
concerns, especially during the so-
called years of maturity 2002—2004

Figure 6.3: Contribution of some SSD Committees to the

blementation of the Lisbon strateg

Issue Activities
Attractiveness Building and
and construction
competitiveness | Furniture

Demographic
change

Agriculture
Building and
construction
Shipbuilding
Sea transport
Banking
Agriculture

Lisbon Agenda
Management
and anticipation
of new skill
needs

Agriculture
Electricity

Extractive
industry
Extractive
industry

Postal services

Mobility
Quality of work

Shipbuilding
Shipbuilding

Building and
construction
Agriculture
Building and
construction
Sugar

Restructuring

Training and
lifelong learning

Agriculture
Banking

Chemical
Commerce
Electricity

Extractive
industry
HORECA/Touri
sm

Live
performance
Personal
services

Road transport

Sea transport
Sugar

Data source: database OSE

2005-2008

Actions and documents
Joint Statement on Young People of 04.03.2008

Work Programme 2008 and Joint Declaration on Training and Education/Perception
of Young People on working in the furniture industry of 02.10.2007.

Work Programme 2008

Work Programme 2008 — 2011

External report 2007 — Demographic change and skills requirements.

Joint labour-management declaration on apprenticeship of 13.11.2000

Work Programme 2006

Report of the conference “Employment and sustainable development — for a new
European Common Agriculture Policy” of 12 and 13.11.2007

Meeting of the Working Group of the sectoral social dialogue Committee of
28.02.2008

Joint statement on the future skills needs in the European electricity sector of
22.06.2004

Joint position on Energy policy and the future of the extractive industry: inseparable
linked of 12.12.2007

Position paper of the sectoral social dialogue Committee on EU Commission’s
climate package of 23.01.2008

Joint declaration on training and skills development in the postal sector of
22.06.2006

Work Programme 2007 — 2008

2008 IKEI consultancy group report on emerging skills and competences in the
European shipbuilding and ship repair sector.

Work Programme 2008 —2011

Work Programme 2008
Work Programme 2008 — 2011

Corporate Social Responsibility Code of Conduct of the European Sugar Industry of
7.02.2003

European agreement on vocational training in agriculture of 5.12..2002

EU bank social partners joint declaration on lifelong learning in the banking sector of
31.03.2003

Joint position paper on education, vocational training and lifelong learning in the
European chemical industry of 10.09.2004

Social partners sign letter of intent - BeQuaWe European Certified Training of
26.11.2006

Joint statement of Eurelectric, EMCEF and EPSU and final report on the study on
life-long learning in the electricity sector of 12.06.2003

Position of the European social partners, sectoral committee mines on training and
continuing training of 01.04.2003

Joint recommendations by EFFAT and HOTREC. Guidelines for training and
development, especially in SMEs of 11.06.2004

Common declaration on continuing training of 27.05.2000

Declaration on the conclusions of the evolution of professional hairdresser training in
Europe of 21.09.2005

IRU and ETF joint recommendations on employment and training in logistics of
31.03.2006

Seafarer training and recruitment in Europe. An ETF/ECSA contribution of 1.02.2000
Joint labour-management declaration on apprenticeship of 13.11.2000

(2008).



6.2. The contribution of the European sectoral social dialogue to the Lisbon Strategy
Lifelong learning and action on skills at the centre of the European sectoral social dialogue

(Pochet et al. forthcoming). Some is-
sues, such as adaptation to change
and restructuring, are rarely ad-
dressed in the joint texts, but are on
the agenda of the working pro-
grammes of an increasing number of
committees. In many industrial sec-
tors, with the growing fear of future
labour shortages, lifelong learning
has gained in importance at Euro-
pean sectoral level (European Foun-
dation for the Improvement of Living
and Working Conditions 2007b). All
these issues are at the heart of the
Lisbon Strategy and represent con-
sensual areas of discussion for sec-
toral social partners.

The most interesting progress is
found in sectors subject to rapid
change, such as the chemical indus-
try, telecommunications, electricity,
the building and wood sector, the
postal sector, shipbuilding, sugar,
and the textile industries. All these
sectors are facing the effects of glob-
alisation and need to adapt to the
changes. Vocational training, lifelong
learning and innovation are issues
included in the work programmes of
these sectors. One significant exam-
ple is the chemical industry where, as
a follow-up to the REACH pro-
gramme, a joint position on skills,
vocational training and lifelong
learning has been published. In the

electricity sector, EURELECTRIC,
EPSU and EMCEF issued joint dec-
larations on future needs in training
and especially lifelong learning.
Some sectors facing a major labour
shortage — like the building and
wood sector — plan to place lifelong
learning, vocational training and
measures to attract new skills at the
top of their agendas. In these sec-
tors, the link with the company level
is important.

Nevertheless, the areas of ongoing
negotiation are not reflected in the
joint documents of most sectors. In
some cases, the sectoral social dia-
logue committees set up working
groups on specific issues, like skills
and adaptation to change. The main
activity is exchange of best practices
between countries. This is true of
both the postal sector and the sugar
sector where important develop-
ments have been made thanks to the
activity of working groups.

Finally, follow-ups and implementa-
tion are quite variable. Especially
with regard to the issues related to
the Lisbon Strategy, the most com-
mon follow-up is the exchange of
best practices inside working groups
set up by the sectoral social dialogue
committees. These exchanges are
disseminated through conferences

and websites. Some national social
partners maintain a distance from
this kind of action. In some sectors,
the prevalence of SMEs, or large
numbers of restructurings entailing
job losses, may explain the difficulty
of implementing the actions recom-
mended at the European level. Some
sectors, what is more, remain totally
remote from the challenges of the
Lisbon Strategy, for instance the ho-
tels and restaurants sector.
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6.3. European labour law developments over the last ten years

What is the link with the Lisbon Strategy?

Consideration of the legislative activities
of the EU since the year 2000 in the field
of labour law (excluding the area of
health and safety) inevitably leads to the
conclusion that these have been far from
dynamic. In the space of nine years, only
nine new Directives have seen the light
of day (Figure 6.4) and one further pro-
posal is currently pending. Two of the
new Directives, insofar as they are the
result of the European Sectoral social
dialogue, are attributable to the efforts of
the European social partners and hence
not an initiative of the European legisla-
tor as such; three are equal treatment
Directives and four can be classified un-
der the heading of corporate governance.

No real new moves have been observed
on the legislative front since 2005, with
the exception of the long-awaited — it
was six years in the making! — Directive
on temporary agency work, which is
likely to come into force in the spring of
2009, after which the member states
will have three years to transpose its
provisions into national law. As men-
tioned earlier, the European social part-
ners were not successful in reaching an
agreement on this issue and, until re-
cently, no real attention had been paid to
this dossier by the European Commis-
sion. This Directive gives European
agency workers a genuine prospect of
being — in principle — treated equally to
other workers in the company. Never-
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theless, it has to be pointed out that this
principle presents a loophole by offering
the possibility of derogation on the prin-
ciple of equal pay and on all aspects of
equal treatment under certain condi-
tions, as well as the possibility of exclu-
sion from occupational social security
schemes. It must be concluded, accord-
ingly, that even if something is at long
last stirring on the social law front, the
quality of the new provisions leaves
much to be desired.

For 2009 no proposal is to be found in
the European Commission’s work pro-
gramme. This means that for four years
there has been a nearly total standstill
with regard to new legislation. On the

other hand, these years have seen some
activity in relation to already existing Di-
rectives (see Figure 6.5), whether in the
form of recasting, amendment, codifica-
tion or revision (three such processes
have been concluded, while a further
three proposals and one revision are
pending; see Figure 6.4). In relation to
the revision of the working time direc-
tive, it is clear that the reopening of an
existing piece of social legislation has led
to a downgrading of social standards
rather than their maintenance or en-
hancement.

Can the legislative activities described
really be said to serve the aims of the
Lisbon Strategy? With regard to the

labour law field, two ideas of the strategy
can be put to the test, namely, the idea of
‘improving quality and productivity at
work’ and Employment Guideline 18
which relates to ‘better reconciliation of
work and private life’. As pointed out
above, the legislative activities seen as a
whole have certainly not achieved pro-
gress in these areas, but then, in all like-
lihood, they were not embarked upon for
this purpose. And there are indeed other
examples which very clearly run counter
to the above mentioned ideas, the best
illustration here being the revision of the
working time Directive. The revised text
as it currently stands — after a compro-
mise was finally found in the Council
during summer 2008 — in no way serves

Figure 6.4: Labour law* — new legislation 2000-2009

Subject

Dir 2000/79/EC - Working time of mobile workers in civil aviation
Dir 2000/78/EC - Equal treatment in employment

Dir 2001/86/EC - Involvement of employees in European Company
Dir 2002/14/EC - Information and consultation

Dir 2002/72/EC - Employee involvement ECS

Dir 2003/72/EC - Involvement of employees in European Cooperate Society

Dir 2004/113/EC - Equal treatment of men and women access/supply of goods and services

Dir 2005/47/EC - Working conditions on the railways

no legislation
no legislation

Proposal Dir - Equal treatment religion/belief/disability/age/sexual orientation
Dir 2008/104/EC - Temporary agency work

no new proposals

Data source: ETUI (12/2008). Note: * labour law (excluding health and safety)

Year
2000
2001
2002

2003
2004
2005
2006
2007

2008
2009
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to improve the working conditions of
Europeans but, on the contrary, actu-
ally signifies a deterioration, insofar as
it retains the opt-out and deletes the
possibility of safeguards through collec-
tive agreements. By accepting the pos-
sibility of long working hours in Europe
the revision surely does not further im-
plementation of employment guideline
18 or the better reconciliation of work
and family life.

Better reconciliation might in the future
be possible as a result of changes now
under discussion on maternity and pa-
rental leave. The European Commission
has made proposals on maternity leave
which would increase the minimum pe-
riod of leave from 14 to 18 weeks and
recommend paying women 100% of
their salary but with a possibility for
member states to set a ceiling at the level
of sick pay. The proposal also includes
stronger protection against dismissal
and a right to return to the same job or
an equivalent one after maternity leave.

Finally, the introduction of a right to ask
the employer for flexible working pat-
terns after the end of maternity leave is
envisaged, although the employer would
have the right to refuse this request. In
September the European social partners
launched negotiations on parental leave
with a view to revising the existing Direc-
tive on the topic, which represented,

when first issued, a transposition of the
first agreement concluded by the Euro-
pean social partners. It is once again set-
ting a precedent, insofar as it is now the
first agreement which the social partners
are attempting to revise jointly.

The European Commission aimed in the
green paper on modernising labour law
(European Commission 2006a) to sup-
port the Lisbon Strategy for growth with
more and better jobs. In this respect, a
number of proposals have now been de-
vised, albeit not in the sense of upgrad-
ing an existing piece of social legislation
but rather in terms of making existing
social and labour standards more

flexible. As the purpose of social legisla-
tion is to protect workers against the un-
favourable balance of power with em-
ployers and not principally to boost
growth, proposed changes to labour leg-
islation are certainly not an appropriate
place in which to conduct action de-
signed to follow up this idea in relation
to Europe.

The communication on the follow-up of
2007 European Commission (2007)
missed out the opportunity to come up
with any concrete proposals, but did
put the future of labour law in Europe
on the flexicurity agenda. Social legisla-
tion in Europe can only lose out if it is

viewed in a flexicurity context and is not
accorded its proper place and value
(ETUC and ETUI-REHS 2008a).

It can be concluded from this examina-
tion of legislation in the social field that
the Lisbon Strategy did not have its
strongest or most supportive agent in the
European legislator. From the perspec-
tive of the best possible protection of
workers’ rights, there are some severely
counterproductive tendencies accompa-
nied by a small spark of hope.

Figure 6.5: Labour law — amendments and revisions, 2000-2009

Subject
Dir 2000/34/EC - Working time
Dir 2001/23/EC - Transfer of undertakings

Year Method

2000 Amendment

2001 Consolidation (Dir. 77/187/EC and Dir. 98/50/EC)

Dir 2002/74/EC - Protection of employees in insolvency

Dir 2002/73/EC -
Dir 2003/88/EC -

Dir 2006/54/EC -

Dir 2002/23/EC

Equal treatment
Working time

Equal treatment of men and women in employment

- Transfer of undertaking

Proposal Dir - Information and consulting employees in EWC

Dir 2008/94/EC -

Insolvency of the employer

Proposal Dir - Safety and Health of pregnant workers/recently given birth/Breastfeeding
Proposal Dir - Equal treatment of men and women self-employed

Dir 2003/88/EC -

Working time

Data source: ETUI (12/2008).

2002
2003
2006
2007

2008

2009

Amendment (Dir. 80/987/EEC)
Amendment
Codification

Recast (Dir. 76/207/EEC; 86/378/EEC; 75/117/EEC; 97/80/EC)

Codification

Recast (Dir. 94/45/EC)
Codification

Amendment (Dir. 92/85/EEC)
Repeal (Dir. 86/613/EEC)
Revision?
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6.4. Conclusions

European social dialogue: a major contribution to the Lisbon Strategy

The European Union faces change on
an unprecedented scale. The purpose
of the 2000 Lisbon Strategy was to
mobilise all forces to respond to the
challenges represented by this
change in order to make the Euro-
pean Union ‘the most dynamic and
competitive knowledge-based econ-
omy in the world capable of sustain-
able economic growth with more and
better jobs and greater social cohe-
sion’. In 2005 a review of the Lisbon
strategy led to the emphasis being
placed on growth, innovation and
employment and to encouraging a
strengthening of social cohesion. To
underpin implementation of the Lis-
bon agenda, great emphasis has been
placed on the important role that so-
cial partners have to play in manag-
ing social and economic change. In-
deed, social dialogue is seen as the
driving force behind the successful
economic and social reforms re-
quired for attainment of the strategic
goals set in Lisbon.

Over the last eight years, European
social dialogue, both interprofes-
sional and sectoral, has been the fo-
cus of considerable attention on the
part of academics, the European in-
stitutions and also practitioners. As a
result of the implementation of the
Lisbon strategy, this dialogue has be-
come more diversified and broader in
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scope. Efforts have been made to
increase capacity-building of the so-
cial partners, especially in the new
member states. Greater autonomy,
as well as better control over the
processes of monitoring and im-
plementation of the outcome of the
European interprofessional and sec-
toral social dialogue, have been
achieved. Major contributions have
been made in the framing of regula-
tions covering non-standard em-
ployment, working conditions, gen-
der equality and lifelong learning. A
new era was reached with the suc-
cessive autonomous work pro-
grammes (2003-2005, 2006-2008
and 2009-2010) adopted and im-
plemented by the European social
partners at interprofessional level.
However, European social partners
are still subject to much criticism as
regards their capacity to come up
with more binding instruments. The
grounds for such criticism are evi-
dently represented in part by the in-
complete legal framework of articles
138-2 and 139 of the European
treaty that fails to provide a com-
plete system of industrial relations
at European level.

In addition, great hopes and major
efforts — at least on the part of the
trade union movement in Europe —
have been made to support the

adoption of new pieces of European
legislation on social issues such as
temporary agency work and to revise
existing European social directives
such as the 1993 (amended in 2000)
directive on working time or the 1994
directive on European works coun-
cils. However, over the last eight
years most legislative initiatives have
been far from meeting the basic ex-
pectation that they should enhance
existing working conditions and im-
prove implementation of workers’
rights. Their shortcomings are at-
tributable, for the most part, to heavy
lobbying of the European institutions
in the context of widespread deter-
mination to deregulate and flexibilise
labour law.

All in all, this chapter shows that
European social partners, especially
at the interprofessional level, have
clearly put a great deal of effort into
contributing to implementation of
the revamped Lisbon Strategy. How-
ever, it remains difficult — and indeed
would be somewhat premature — to
assess the impact of their activities
on the outcome.



/. DOES WORK IMPACT HEALTH AND HOW MUCH?

On its web-site (http://ec.europa.eu/
index_en.htm), the Commission re-
formulates the Lisbon strategy in
the following terms:

“The key aim is getting into a
rhythm of high sustainable annual
growth and low unemployment by
2010 and making our economies
more resilient to cope with a poorer
global economic outlook.

What matters in the end is that we
in Europe can maintain and en-
hance our quality of life — and that
of our children and grandchildren
— in the context of globalisation,
demographic change and envi-
ronmental challenges. That is what
the Lisbon Strategy is ultimately
about.”

The sustainability of annual growth
could be altered by two major fac-
tors closely linked to the state of
health of the European population.

The first of these factors is the
health condition of people aged
over 60 and who have been exposed
to occupational hazards throughout
their working lives: the hitherto ig-
nored cumulative effects of various
forms of exposure could prevent
older workers from being able to
pursue their career after the age of
60 simply because they do not feel

able to do so or because they have
been promised the opportunity to
retire earlier than previous genera-
tions so as to enjoy time to reap
some benefits from their former ef-
forts.

Demographic change is the second
threat, not only because older peo-
ple will represent a burden for the
younger declining generations but
also because living longer does not
always mean remaining fit for
longer. We will concentrate here on
the critical development of symp-
toms of the locomotor system. The
latest evidence is that such ailments
can be triggered not only by heavy
work but also by office tasks. Our
backs are sick and our limbs as well!

Organisational factors seem to play
a major role in situations where
biomechanical explanations are un-
able to clarify this situation.

Among thousands of publications
on the deleterious effects on work-
ers’ health of risk factors present at
work, one stands out from the rest:
the European Working Conditions
Survey produced by the European
Foundation for the Improvement of
Living and Working Conditions.
Every five years it provides a com-
prehensive overview of the state of
working conditions across Europe,
today covering a total of 31 countries.

The 4t version, published in 2007,
contains analyses and figures re-
sulting from a set of questions put
in 2005 to 30,000 workers in the
EU member states, two candidate
countries (Croatia and Turkey) and
two EFTA member countries (Nor-
way and Switzerland). As it is the
4th survey of its kind, it allows for
comparison and trend analysis on a
wide range of issues such as work
organisation, working time, equal
opportunities, training, health and
well-being and job satisfaction. This
chapter is, accordingly, substan-
tially based on Chapter 7 (Impact of
work on health) of the report on
working conditions by the Euro-
pean Foundation for the Improve-
ment of Living and Working Condi-
tions (2007: 61-66).

The main complaints reported by
workers are various forms of mus-
culoskeletal disorder. In the next
pages, broadly focused on these
conditions, we will briefly expose,
with the help of illustrative tables
and examples, the global impact of
work on health, the sectors that are
the most impacted, how these im-
pacts are experienced by the work-
ers, what are the main risk factors
and, finally, we will explain that the
impacts on workers’ health are, in
their turn, resulting in deterioration
of workers’ economic and social
situation.

Themes

7.1. Global measure of the impact of
work on health

7.2. Sectors at stake and employment
status

7.3. Main complaints of the workers

7.4. Some of the most common
deleterious exposures

7.5. Not only health impacts

7.6. Conclusions
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7.1. Global measure of the impact of work on health

In 11 countries, more than 50% of workers complain of a health impact caused by their work

As shown in Figure 7.1, 35% of work-
ers (EU27), on average, perceive that
work affects their health. Behind this
relatively high percentage, there are
some large differences, not only from
country to country but also among the
sectors of activity or among the symp-
toms that are the consequences of the
exposure, or among the body area and
its physiological system that are im-
pacted.

In only nine of the 31 countries exam-
ined is the percentage below the aver-
age. These mainly represent the so-
called old core of the EU. On the con-
trary, in 11 countries, more than 50%
of workers complain of a health im-
pact caused by their work, Greece, Po-
land, Latvia and Slovenia being at the
top of this last group of countries.

The Nordic countries — i.e. Scandi-
navia plus Finland — declare a higher
rate of perceived impact of work on
health. This phenomenon appears
also in other contexts, for example,
these countries are usually over-
represented in statistics such as the
number of complaints related to vio-
lence at work. An attempt to explain
this paradox would be to say that the
threshold levels for the acceptance of
such phenomena or symptoms are
lower in these countries than else-
where and that the education of
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workers and the development of so-
ciety as a whole may induce better
opportunities to discriminate be-
tween the acceptable and the unac-
ceptable at work and in society. In
the context of the present article and
the datagram on which we are com-
menting, this — less nuanced —
macro-explanation raises at least two
questions:

1°) Why do the Nordic countries not
constitute a homogeneous cluster
within Figure 7.1 but represent
instead a considerable spread,
even though all are situated
above the EU27 average?

2°) s it likely that the citizens of coun-
tries like Germany or the UK,
which are the least impacted, un-
der-declare their symptoms be-
cause they may be less aware than
workers in the Nordic countries?

Figure 7.1: Perceived impact of work on health, by country (%)
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Source : European Foundation for the Improvement of Living and Working Conditions (2007a). Note: Respondents were asked " Does your work affect your

health?"



7.2. Sectors at stake and employment status

Sectors like agriculture, construction, transport and communication, manufacturing and even
education and health are over-represented

The exogenous risk factors that are po-
tentially present in each working envi-
ronment and that are likely to give rise
to the expression of a complaint by
workers are classically distributed among
the categories of physical, chemical, or-
ganisational, psychosocial and emo-
tional risk factors.

These risk factors are seldom isolated:
usually a combination of risk factors is
present and, in some sectors, this com-
bination is in reality a bundle of poten-
tially deleterious factors. That is why
sectors like agriculture, construction,
transport and communication, manu-
facturing and even education and health
are over-represented through a higher
level of complaints than in other sec-
tors of activity.

For example, in the agricultural sector,
it is very likely that a worker will be
exposed to pesticides (carcinogens,
mutagens,) vibrations, noise, heavy
loads, tiring postures, inconvenient and
unforeseeable working times, etc. with
more subsequent symptoms than in
other, less risky, sectors (see Figure 7.2).

The differences according to employ-
ment status (Figure 7.2) are less pro-
nounced, but still quite significant and
consistent with previous research: the
self-employed report higher levels of

work-related health problems (45%)
than the self-employed with employees
(36%) or employees (average between
permanent and non-permanent of
33%) (compare European Foundation
for the Improvement of Living and
Working Conditions 2007a).

Agriculture

Manufacturing

Electricity, gas and water

Construction

Wholesale and retail trade

Hotels and restaurants

Financial intermediation

Real estate

Public admin. and defence

Education

Health

[
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[
[
[
[
Transport and communication |
[
[
[
[
[
[

Other senices

Employees

]
Self-employed I

|

]

Permanent employees
Non-permanent employees

Source : European Foundation for the Improvement of Living and Working Conditions (2007a).
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7.3. Main complaints of the workers

The most common observation is the presence of a bundle of four simultaneously present symptoms

Figure 7.3: Percentage of workers reporting each individual symptom, EU27 (%)

Symptom Symptom

Backache 24.66% Anxiety 7.84%
Muscular pain 22.78% Eyesight problems 7.76%
Fatigue 22.55%| Hearing problems 7.22%
Stress 22.27%  Skin problems 6.56%
Headache 15.49% Stomach ache 5.83%
Low back .pain has for_many years been Irritability 10.48% Breathing problems 4.75%
the classical complaint followed by — :
muscular pain, fatigue and stress: all of Injuries 9.68%| Allergies 4.01%
these are mentioned by more than a Sleeping g 70| o disease 2.41%
fifth of workers. problems Other 1.55%
Exacﬂy as for the causes or risk factors Source : European Foundation for the Improvement of Living and Working Conditions (2007a). Note: more than one response possible.
examined above, the reported symptom
should never be regarded as ‘isolated’.
The most common observation is the Figure 7.4: Number of reported symptoms per respondent, EU27 (%)

presence of a bundle of four simultane-
ously present symptoms but in some —

not exceptional — cases up to eight or ten 16
concomitant symptoms are reported by 14
the same individuals (see Figure 7.3 12
and Figure 7.4). 10
8
6
2

: Im.
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Source : European Foundation for the Improvement of Living and Working Conditions (2007a).
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7.4. Some of the most common deleterious exposures

Many of these classical risks are still highly prevalent in Europe

The emergence of new technologies,
organisational changes, automation, etc.
could give the impression that the ex-
posure of workers to traditional risks
(noise, vibration, dust, toxics, awkward
and painful postures, etc.) is on the de-
cline. This might be true in some EU

countries but it is not everywhere the Figure 7.5: Exposure to physical risks, * 1990-2005

case. If fumes are on the decline, other

classical industrial risk factors — such - 0 1990-EU12 1995-EU15 = 2000-EU15 m 2005-EU15
as vibrations and noise — are on the in- 60

crease, even if it is claimed that manu-
facturing is being replaced by more

modern forms of industrial activity. gg

Figure 7.5 shows that lot of these classi- io . D . . .

cal risks are still highly prevalent in o - .
low

Europe.

50

o

vibrations noise breathing handling radiation painful, tiring  repetitive hand
. temperatures  smoke, fumes, chemical positions orarm
It also shows that, even if some pro- dust products / movements
gress is observed for some of the risk substances
factors, the oldest and most easy-to-
prevent are not only still prevalent but Source : European Foundation for the Improvement of Living and Working Conditions (2007a).

are actually on the increase when
matched against previous EU surveys!
This is true of vibration, noise, repeti-
tive hand-and-arm movements, provid-
ing evidence that basic efforts to im-
prove working conditions are still needed
in EU workplaces.
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7.5. Not only health impacts

Other collateral effects usually adversely affect the way of life of the workers afflicted

When workers’ health is impacted by
conditions related to their work, the
analysis should include the fact that
the deleterious effects are not limited
to their health alone. Other collateral
effects usually appear at the same
time. These are mostly economic in
nature and adversely affect the way
of life of the workers afflicted.
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Individual economic impacts

These impacts, at the individual level,
could take any of the following forms,
but for the victims they are usually
produced in combination:

- loss of some or all means of liveli-
hood as a result of the inability to
engage in paid work;

- unemployment or sickness benefits
below normal pay;

- forced early retirement, also accom-
panied by a loss of disposable in-
come;

- loss of ability to commit funds in
view of a foreseeable career progres-
sion;

- purchasing power eroded by the
need to pay for care and/or rehabili-
tation, including treatment fees,
purchase of medicines, orthopaedic
and prosthetic appliances, travel,
etc;

- costs related to irreducible disabili-
ties that require assistive and adap-
tive aids or adaptations to the home
related to the loss of autonomy;

- legal and administrative fees, etc.

Impacts on the persons

Here again, we find a long list of physical,
social and/or psychological impairments
that are very often combined for the same
individual victim:

- aches, pains, paraesthesia, etc;

- partial or total, temporary or perma-
nent disabilities;

- inability to perform some or all work-
related tasks and activities;

- inability to perform tasks of private
life and in society;

- psychological tensions closely linked
to these disabilities and inability to
achieve normal performances at work
and in private life;

- having to stop work for health care;

- lost quality of life;

- impaired autonomy;

- generally, impairments of people’s

physical, intellectual, social, sensory
integrity, etc.



7.6. Conclusions

Impairment, pain and suffering are no part of work, which must remain a means for

achieving personal well-being and development

From this concise chapter on the
health impacts of work, it appears
evident that the price paid by work-
ers is still too high, even though one
of the aims set by the Lisbon Strat-
egy or Agenda 2000-2010 was to
make the EU ‘the most dynamic and
competitive knowledge-based econ-
omy in the world capable of sustain-
able economic growth with more
and better jobs and greater social
cohesion, and respect for the envi-
ronment by 2010’. What does ‘better
jobs’ mean and how is this target to
be achieved in a year?

We will here quote what we wrote
in 2007 in the ETUI publication
(Gauthy 2007) ‘MSD - An ill-under-
stood pandemic’, which is still
highly topical in relation to the
health impacts of work as viewed
comprehensively:

“The social, political and economic
actors must join forces in a merci-
less tactical war on the risk factors
to tackle health impacts of working.
Putting things off — even when an
economic recession is announced —
is no longer an option: the businesses
that care least about the work envi-
ronment, and are the biggest creators
of victims in the European Union,

rake in unacceptable profits at the
expense of afflicted workers and
firms that observe the law by making
the necessary investments in risk fac-
tor filtering, human resources and
equipment to lighten workloads.
These uncaring firms leave society as
a whole to foot the bill for their neg-
ligence in the form of pain, over-
crowding of care and surgical units
that have other more pressing con-
cerns than the by-products of inad-
missible practices. We argue that
impairment, pain and suffering are
no part of work, which must remain
a means for achieving personal well-
being and development.

It is European society as a whole that
pays the cost of work incapacities,
the resulting unemployment benefits,
and the unacceptable waste for a
Europe that aims to be the most dy-
namic area in the world. The demo-
graphic challenge is steadily forcing
us to keep working well beyond the
age of 60. So these workers must re-
main mobile and active, productive
and inventive. Unlimited attention is
needed to keep a living organism
subjected to so many exposures of
varying degrees of danger over 40 or
more years of working life in peak
condition —i.e., healthy! The intrinsic

value of each individual who con-
tributes to so developing society is
immeasurable: how, then, can some
still have the audacity to doubt it to
the point of disregarding their work-
ers’ health in favour of spending on
programmes of preventive mainte-
nance for machinery that can run
for months without being serviced
or re-jigged?”
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8. WHAT'S IN THE SUSTAINABLE DEVELOPMENT STRATEGY FOR

WORKERS?

While the irrefutable scientific evi-
dence of climate change was delivered
in 2007 with the findings produced by
the Intergovernmental Panel on Cli-
mate Change (IPCC 2007), it was by
and large in 2008 that the impact of
this change — on the economy, indus-
try, employment and the growth model
current in the industrialised countries
— began to be perceived in earnest. In
the wake of, on the one hand, the food
and energy crisis at the beginning of
2008 and, on the other, new research
and studies showing the costs of both
global warming (Stern 2007) and loss
of biodiversity (Daisie 2008) for the
European economy, sustainable devel-
opment is no longer a matter for politi-
cal discourse pertaining to the long
term alone. It has become a question of
emphasising the immediate need for
the economy to seek rapid adjustment
to this new challenge.

The need for adaptation is of more
particular relevance in certain spe-
cific areas of the economy. These

include energy supply and renewable
energy, building and construction,
transport, basic industries and recy-
cling (iron and steel, cement, alu-
minium, etc.), agriculture and for-
estry. Other sectors — trade, tourism,
fisheries, etc. — are affected down-
stream, while countless sub-
contracting firms are also hit, di-
rectly or indirectly, by the need to
adjust. For the workers in all these
sectors change is henceforth inevita-
ble and may come in the form of re-
structuring, retraining, new skills —
and also job losses.

In this chapter we set out to describe
this twofold social and environ-
mental challenge, and we will also
see how the European Union has re-
sponded so far — via the Sustainable
Development Strategy — and how
this response was implemented in
2008. By way of conclusion, we will
describe the very long road still to be
travelled in meeting this twofold
challenge.

Themes

8.1. The twofold social and
environmental challenge

8.2. The European response: the
Sustainable Development
Strategy (SDS)

8.3. Implementation in 2008 of
specific aspects of SDS

8.4. Conclusions
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8.1. The twofold social and environmental challenge
Major consequences

Figure 8.1: The environmental stakes

Climate-linked disasters
Water shortage
Environmental refugees
Homelessness caused by

flooding

Food shortage and
malnutrition

Pollution

Loss of biodiversity

Source: UNEP et al. (2008).

262 million persons have been affected each year during the 2000-2004 period.

1.8 billion persons can be expected to suffer drinking water shortage by 2025,
mainly in Asia and Africa.

During coming years 50 million persons could be forced by climate change to join
existing flows of refugees.

330 million persons are increasingly vulnerable to flooding in coastal areas, river
valleys and small island states.

Currently, 180 million persons are affected and this figure could reach 600 million
by 2080.

2 million premature deaths are attributable each year to indoor and outdoor
atmospheric pollution.

the vast majority of known species are either less well distributed, less abundant,
or both. More than 40% of the world economy is based on forms of organic
production. The poor, particularly those living in regions where agricultural
productivity is low, are highly dependent on the genetic diversity of the
environment.

Climate change, the measures re-
quired to adapt to this phenomenon,
and the efforts made to limit its im-
pact by reducing emissions, already
have major consequences for eco-
nomic and social development, for
modes of consumption and produc-
tion and, hence, for employment,
income, and the reduction of pov-
erty in the world. It is essential that
no time is lost in seeking compatibil-
ity between growth and development

and ways of achieving stabilisation of
the climate and a sustainable envi-
ronmental footprint. Even though
this change necessarily entails a radi-
cal transformation of the economy,
the social dimension of this trans-
formation, and in particular the con-
sequences for employment and de-
cent work, would seem to be of little
more than passing interest in the
minds of political and economic deci-
sion-makers.

Figure 8.2: Decent work stakes

The twofold social and environ-
mental challenge has been described
in detail in a joint report published in
September 2008 by the International
Labour Organisation (ILO), the Inter-
national Trade Union Confederation
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of Trade Unions (ITUC), the Interna-
tional Organisation of Employers
(IOE) and the United Nations Envi-
ronment Programme (UNEP) (UNEP
et al. 2008) (see Figures 8.1 and
8.2).

Working poor
Unemployment
Young job-seekers
Insecurity

Access to energy

Decent housing

the earnings of 1.3 billion persons in the world (more than 43% of the
world population of working age) are too low to enable them and their
dependents to rise above the poverty threshold of 2 dollars a day.
there are 190 million unemployed workers in the world.

there will be more than 500 million additional jobseekers in the next ten
years.

5.3 billion people — approximately 80% of the world population — lack
access to adequate social security cover.

1.6 billion persons (approximately one person in four) have no access to
modern forms of energy.

one billion people live in slum conditions and lack essential services
such as drinking water and sewage facilities.

Source: UNEP et al. (2008).



8.1. The twofold social and environmental challenge
Green jobs

In the following paragraphs we will
summarise the main arguments con-
tained in the above-mentioned report
on green jobs and seek to ascertain
what steps have already been taken by
the European Union in relation to
such jobs. The notion of a ‘green job' is
located at the crossroads of economic,
social and environmental considera-
tions. Such jobs contribute to the pres-
ervation or restoration of environ-
mental quality, whether in agriculture,
industry, services or administration.
They aim to reduce the consumption
of energy, raw materials and water by
means of strategies to improve effi-
ciency, to reduce carbon emissions in
the economy, to minimise or totally
avoid all forms of waste and pollution,
and to protect and restore ecosystems
and biodiversity. This reduction of the
environmental footprint is gradual and
each job contributes in a different way.
For instance, workers manufacturing
fuel-efficient or hybrid cars make less
of a contribution to the reduction of
emissions than do those working in
public transport systems. What is
more, a level that is today regarded as
energy-efficient will no longer be re-
garded as such in ten years time. The
concept of green jobs is accordingly
not absolute. There are many shades
of green and the definition is bound to
change over time. What is more, green
jobs are not automatically synony-
mous with decent work.

Six economic sectors are particularly
important on account of their role in
producing greenhouse gas emissions
and their contribution to the economy.
These sectors are as follows:

1. Energy supply and renewable en-

ergy sources. In recent years more
than 2.3 million green jobs have
been created in this sector which ac-
counts, even so, for only 2% of world
energy production. In Europe the
renewable energy sector represents
an annual turnover of 30 billion eu-
ros and employs 350,000 workers
(Commission 2008i). According to
statistics published on 4 February
2008 by the European Wind Energy
Association (EWEA 2008), installed
wind energy capacity grew by 18% in
the EU in 2007, i.e. an additional
8,554 megawatts covering 3.7% of
energy requirements in the EU (as
against 0.9% in 2000). These results
are lower than expected because of
problems (cumbersome administra-
tive procedures, problems of access
to the network and lack of legal cer-
tainty) which could in some cases be
resolved by adoption of the ‘climate
action and renewable energy pack-
age’ (see below).

. Energy efficiency, particularly in

buildings and the construction indus-
try. This is one of the areas in which
the greatest reduction of greenhouse

gas emissions can be achieved and
which offers the greatest potential
for job creation. Some four million
green jobs designed to improve en-
ergy efficiency already exist in the
United States and in certain Euro-
pean countries. On 28 April 2008
the European Commission launched
a public hearing on the revision of
directive 2002/91/EC on the energy
performance of buildings, the aim
being to present a proposal for an
amended directive before the end of
2008. The building sector represents a
very large proportion (almost 40%) of
energy consumption in Europe. While
it has been estimated that energy effi-
ciency in this area could be improved
by 28% by 2020, there has been a
relative lack of progress in relation to
implementation of the measures that
would be required to this end.

. Transport. While efforts are being

made to reduce the footprint of mo-
tor vehicles, public transport systems
produce less emissions and offer
more green jobs. Only around
250,000 jobs in the manufacturing of
low-pollution low-emission motor
vehicles can be regarded as green, as
against more than 5 million jobs on
the railways in China, India and the
European Union alone. Yet in many
countries there is a trend towards
cutting back on this mode of trans-
port to the benefit of road and air

transport. The European Union has
taken several initiatives in this
sphere (Green paper on urban mo-
bility, Naiades programme for the
development of inland navigation,
research on the hydrogen motor
car, plans to internalise the exter-
nal costs of road transport, etc.). At
the same time, however, the EU is
seeking to ensure the development
of the motor car industry, in par-
ticular via the high-level conference
CARS 21. On 29 October last, this
conference adopted recommenda-
tions on measures to support the
European automobile industry and
guarantee its competitiveness in a
challenging environment. With the
financial crisis of 2008, and at a
time when motor car manufactur-
ers are laying off large numbers of
workers because of the drop in
sales, these same manufacturers
are demanding 40 billion euro in
cheap loans and subsidies that
would enable them to jettison exist-
ing surplus production in order to
renew the fleet. Finally, in the field
of air transport, on 25 June 2008
the Commission adopted the sec-
ond legislative package on the Sin-
gle European sky. This legislative
package aims to deal with the dou-
bling of air traffic foreseen between
now and 2020 while aiming at the
same time to save fuel and ‘reduce’
the airlines’ CO2 emissions.

87



8.1. The twofold social and environmental challenge
Green jobs

4. Basic industries and recycling. The
iron and steel, aluminium, cement,
paper pulp and paper industries
account for a high percentage of
energy and raw material consump-
tion, as well as greenhouse gas
emissions, but for a relatively tiny
percentage of global employment.
It is difficult to make these basic
industries more environmentally
friendly, and less than 300,000
jobs in iron and steel and alumin-
ium can be regarded as being of
even the palest shade of green. The
best option for the reduction of the
impact of these industries is recy-
cling which provides millions of
jobs (but not always decent jobs)
worldwide. At the European level, a
directive adopted on 20 October
2008 gives the EU a new frame-
work for waste management with a
view to encouraging re-use and re-
cycling. This directive will impose
on member states new targets, to
be reached by 2020, for re-use or
recycling for each type of material:
50% for glass, paper, plastics and
metals; 70% for building and
demolition refuse. For manufactur-
ing and industrial waste, by con-
trast, no target has been set.

5. Agriculture. This is the largest

employer in the world, with a to-
tal of 1.3 billion farmers and farm
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workers. Decades of negligence
and falling production prices
have led to non-viable land-use
practices and to jobs that are
both poor in quality and badly
paid. In this sector there is a
large potential for the creation of
green jobs (family farms, organic
production, etc.). Organic farm-
ing, with sales amounting to 100
billion dollars in 20086, is begin-
ning to make an impact but, at
European level, the promotion of
organic farming and produce is
only a marginal aspect of the
common  agricultural  policy
(CAP). On 25 July 2008, the
Commission launched a con-
sumer information campaign on
the significance and advantages
of organic farming and food
production. This campaign is
part of a European action plan
comprising 21 initiatives in-
tended to develop the market for
organic produce and to improve
standards. Yet the action plan is
far from calling into question the
predominant guidelines underly-
ing the CAP.

. Forestry. Forests play a funda-

mental role in maintaining natu-
ral systems. Yet it is impossible
to establish what percentage of
the 40 million jobs and 60 mil-

lion subsistence activities of native
populations can be regarded as
sustainable and green. It is clear,
in any case, that green jobs in the
forestry sector will play an increas-
ingly large role in the future. At the
European level, the Commission
presented, on 17 October 2008,
two initiatives (one general com-
munication and one proposal for a
regulation) designed to combat de-
forestation in the world at large
and, on the European market,
trade in timber and timber prod-
ucts deriving from the illegal use of
forests. The Commission’s stated
target is to reduce deforestation by
half by 2020 and to halt it com-
pletely by 2030. However, given
the scanty resources earmarked for
achieving these targets, NGOs such
as Greenpeace, Friends of the
Earth and WWF have unanimously
denounced the plan as severely
lacking in ambition. Deforestation
is currently responsible for the
disappearance of 13 million hec-
tares of forest every year, contrib-
uting to 20% of CO2 emissions in
the world.

Examination of these major sectors
shows that it is possible to create
viable green jobs at all levels of the
working population, for manual work-
ers, skilled workers, craft workers,

entrepreneurs, engineers or manag-
ers (see Figure 8.3). But any such
move to restore ecological balance
requires radical reform of the poli-
cies being applied, as well as a trans-
formation of job content, entailing
new demands in terms of perform-
ance and skills: from cleaning and
maintenance staff to the chief opera-
tions managers, from electricians to
computer experts, from bricklayers
to architects, from credit brokers to
investment decision-makers. Accord-
ing to a study quoted in the green
jobs report, the world market for en-
vironmental products and services
can be expected to double from its
current level of 1,370 billion dollars a
year to 2,740 billion dollars a year in
2020. Half of this market relates to
energy efficiency and the other half
to sustainable transport, water sup-
ply, sewage and waste management.



8.2. The European response: the Sustainable Development Strategy (SDS)

The new SDS 2005-2010

Not until June 2001 (in Goteborg)
did the Heads of State and Govern-
ment adopt a first sustainable devel-
opment strategy (SDS) for the Euro-
pean Union (European Council
2001). This SDS is an integral part of
the Lisbon Strategy, of which it con-
stitutes one of the three key compo-
nents, alongside economic reform
and employment (European Com-
mission 2001b). The basic principle
of the SDS is to examine in coordi-
nated fashion the economic, social
and environmental consequences of
all policies and to take account of
these consequences in decision-
making.

At the outset, this strategy incorpo-
rated four major areas: green transpor-
tation systems; public health; man-
agement of natural resources; and cli-
mate change. To these the Barcelona
European Council added an external
component with a view to the World
Summit on Sustainable Development
held in Johannesburg (2002).

Since 2001, however, the context has
undergone substantial development,

both at the internal European level
and in the world at large. At Euro-
pean level, the enlargement of the EU
to take in the countries of central and
eastern Europe, plus Cyprus and
Malta, prompted the Commission,
in February 2005, to propose a
re-examination of the SDS (European
Commission  2005a). This re-
examination resulted in the defini-
tion of ‘key objectives’ and ‘guiding
principles’ of European policies. In
the course of extending this process,
the Commission adopted, on 13 De-
cember 2005, a ‘platform for action’
which defined the main spheres of
action to be promoted in the EU and
the member states (European Com-
mission 2005b). This platform, dis-
cussed in both the European Parlia-
ment and the Council, in several of its
compositions, and which subse-
guently received criticism from nu-
merous social and non-governmental
organisations, gave rise to the adop-
tion by the European Council of June
2006 of the second SDS 2005-2010.
It is this strategy that currently serves
as a general framework for European
action in this sphere.

Figure 8.3: Green job progress to date and future potential
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8.2. The European response: the Sustainable Development Strategy (SDS)
The new SDS 2005-2010

In the introduction to the new SDS
2005-2010, the Heads of State and
Government recognise that ‘The main
challenge is to gradually change our
current unsustainable consumption and
production patterns and the non-
integrated approach to policymaking’
(European Council 2006). In this
document seven major objectives are
set out. Two of these — climate change
and conservation of natural resources —
are general but entail policy repercus-
sions, essentially in relation to energy,
agriculture and fisheries. Two others
are linked to specific policies, namely,
transport, and consumption and pro-
duction. Three, finally, are ‘social’,
namely, public health, social inclusion
and world poverty (Figure 8.4). Pursuit
of these objectives takes place via a
range of instruments ranging from leg-
islation to international diplomacy and
encompassing taxation and R&D, but
without it being clear in some cases ex-
actly what strategy will be implemented.

The SDS sets out, however, to examine
the role of funding and economic in-
struments for achieving these objec-
tives. In particular, tax measures that
focus less on employment and increas-
ingly on the use of resources and energy
consumption and/or pollution; the sec-
tor-by-sector reform of Community
subsidies that adversely affect the
environment and are incompatible with
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sustainable development (the aim being
gradually to abolish them entirely); and
complementary linkages between the
various different forms and mecha-
nisms used by the Community for co-
financing projects and measures (cohe-
sion policy, rural development, techno-
logical research and development, etc.).
One of the points regarded here as most
positive, particularly by the ETUC, is
the fact that European social, economic
and environmental policies have, for
the first time, been incorporated into a
single framework (ETUC 2006).

Figure 8.4: The seven targets of the SDS 2005-2010
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Source: European Council (2006).

Slow down climate change as well as its costs and harmful effects for society and the environment (reduction of greenhouse
gas emissions, prepare for post-Kyoto, etc.)

Ensure that transport systems meet society’s environmental and socio-economic needs while minimising their harmful effects
on the economy, society and the environment (energy consumption, dissociation of economic growth and demand for
transport, restoration of balance between different modes, public transport services, infrastructure tariffs, etc.)

Promote sustainable forms of production and consumption (environmental and social performance for products and
manufacturing procedures, green tendering procedures, green technologies and eco-innovations, etc.)

Improve management and avoid overexploitation of natural resources while recognising the value of ecosystem-based
services (biodiversity, reuse and recycling, common agricultural policy, common fisheries policy, etc.)

Promote non-discriminatory public health of a high quality and improve protection against threats to health (chronic disease,
chemical substances, legislation on food and animal feed products, etc.)

Create a society based on social inclusion taking account of solidarity among and within the generations, and guarantee and
increase citizens' quality of life as a prerequisite for sustainable individual wellbeing (reduce poverty, modernise social
protection, youth employment, reduction of school drop-out rate, social services, immigration policy, etc.)

Actively promote sustainable development all over the world and ensure that the European Union’s internal and external
policies are compatible with global sustainable development and with the international agreements to which it is party (public
development aid, promotion of sustainable development in the context of negotiations within the WTO, etc.)



8.3. Implementation in 2008 of specific aspects of SDS
Action plan for sustainable consumption, production and industry

Two important initiatives were laun-
ched in 2008 in connection with the
SDS: the Climate Action and Renew-
able Energy Package and the Package
of Actions for Sustainable Consump-
tion, Production and Industry. The en-
ergy-climate package, presented on 23
January, constitutes a set of measures
aimed at enabling the European Union
to reduce emissions of greenhouse
gases by at least 20% and to raise the
share of renewable energy in energy
consumption to 20% between now and
2020. According to the Commission,
this plan could enable the creation of
thousands of new companies and mil-
lions of jobs in Europe in the sectors of
renewable energy, biofuels, energy sav-
ing, energy efficiency, etc.

The other central initiative of the
Commission in 2008 was the presen-
tation, on 16 July, of a Package of Ac-
tions for Sustainable Consumption,
Production and Industry (European
Commission 2008d). The stated ob-
jectives are to promote environment-
friendly products and technologies, to
improve the environmental perform-
ance and particularly the energy effi-
ciency of production processes, and to
encourage market penetration of the
resulting products. This plan brings
together a whole series of measures,
binding or otherwise, that the Com-
mission plans to implement in three
areas, set out below.

1.

New policy on products

consumer products that are more
energy-saving and resource efficient
(strengthening of the directive on the
eco-design of products)

compulsory labelling (obligatory men-
tion of environmental parameters on
the wrapping of a broader range of
products);

‘green’ incentives and public procure-
ment procedures (recommendations
to the member states for the adoption
of environment-friendly common
practices for public procurement pro-
cedures);

voluntary eco-label (extending this la-
bel to a broader range of products and
services)

responsibility of retailers (creation
of a distribution forum targeted
principally at retailers, manufactur-
ers and consumer associations to
improve the environmental per-
formance of major retailers, en-
courage the purchase of more envi-
ronment-friendly products and bet-
ter inform consumers).

. Production based on more efficient

use of resources

definition of targets and devising tools
to observe, phase and promote the ef-
ficient use of resources and eco-
innovation;

¢ revision of the EMAS, the voluntary
system of eco-management and audit-
ing, to secure its adoption by more
firms and SMEs;

e devising an industrial policy in fa-
vour of green industries, analysis of
the obstacles to their expansion and
full use in other sectors;

e encouragement of the improvement
of environmental performance in
small and medium-sized enterprises
(SMEs).

3. Sustainable consumption and pro-
duction on the international scale

e support for industry-level agree-
ments in the framework of the inter-
national negotiations on climate
change

¢ encouragement and sharing of good
practices on an international scale

e promotion of environment-friendly
international trade in goods and ser-
vices.

The action plan is therefore simulta-
neously targeted at industries and
producers (eco-design of products),
wholesalers and retailers (eco-labels),
management (EMAS), SMEs, public
authorities (green tendering proce-
dures), consumers (labelling), and
international trade. And yet, a num-
ber of potentially promising elements
have been abandoned, in particular

the introduction of a carbon tax on
imports. Moreover, one notes the
absence of any initiative concerning
social transition towards a sustain-
able form of consumption, produc-
tion and industry.

The European ministers, meeting in
the Competitiveness Council (26
September 2008) expressed support
for this plan, while at the same time
stressing the importance of preserv-
ing the competitiveness of European
firms. They agreed on the — indica-
tive — target of 50% of green public
procurement on the territory of each
member state in ten priority sectors:
construction, food and catering ser-
vices, transport and transportation
services, energy, office machinery
and computers, clothing, uniforms
and other textiles, paper and print-
ing services, furnishing, cleaning
services and products, and health
sector equipment.
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8.4. Conclusions

Paradigm shift

Altering the content, meaning and
direction of European economic
growth to turn it into a model of sus-
tainable development represents a
tremendous venture in which all po-
litical, economic and social actors
have a major role to play. In 2008
important initiatives were adopted in
pursuit of this goal but the road to be
travelled remains extremely long. It
is to be noted, first of all, that the ‘so-
cial equity and cohesion’ key target
included in the new SDS seems to
have already been sidelined in rela-
tion to the other key objectives, the
next obvious point being that eco-
nomic growth in its present form,
based as it still is on the race for pro-
ductivity, on competition among
firms, within firms, among regions,
countries and continents, on deregu-
lation, on the search for flexible and
cheap labour, on tax engineering and
tourism, is completely at odds with
the achievement of a sustainable
form of development. One of the ma-
jor obstacles to the greening of
economies and jobs relates to the
persistence of non-sustainable but
profitable trading practices. Firms
that adopt environment-friendly
technologies and trading practices
are confronted with the pressure of
financial markets that demand quick
returns and with the practices of
their competitors designed to attract
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consumers through low prices that
entail externalisation of the environ-
mental and social costs.

Contrary to what the European
Commission has long asserted, in the
future it is not growth that will create
environmental and social progress;
rather, it is protection of the envi-
ronment, in the broad sense, and the
promotion of social cohesion, that
will create ‘growth’, or, rather, sus-
tainable development. This is a para-
digm shift that has not yet found its
way into the official documents and
speeches.

To achieve this paradigm shift, nu-
merous aspects of European policy
that as yet receive no mention in the
EU initiatives must be subject to ad-
aptation: the Stability and Growth
Pact, taxation (introduction of green
taxes), financial regulation and cor-
porate governance (accounting stan-
dards, efforts to eradicate tax havens,
etc.), competition policy (derogations
on the prohibition of state aids in fa-
vour of sustainable development and
social cohesion), as well as trade pol-
icy and external relations. For the
pursuit of a new development model
indeed requires intensified interac-
tion with the external dimension. It is
no longer a question of placing econo-
mies in competition with one another

but of enabling their efforts to be-
come complementary, since the re-
duction of CO2 in one country may
be cancelled out by an increase in
another (though it is necessary also
to take into account the tremendous
‘debt’ of the rich countries in this re-
spect). It is therefore essential that
Europe, both internally and exter-
nally, should feed its efforts into a bi-
lateral and multilateral dynamic of
international cooperation aimed at
the global reduction of CO2.

Finally, it is also necessary to recon-
sider the continued use of GDP as an
indicator of progress since, in a con-
text of sustainable growth, this has
forfeited all relevance. A country that
proceeded to implement widespread
deforestation throughout its terri-
tory, or set its children to work rather
than sending them to school, would
achieve an increase in GDP. Meas-
urement of nations’ progress, wealth
and wellbeing must in future take ac-
count of the reduction in carbon emis-
sions, the preservation of biodiver-
sity, rational use of resources, and
social cohesion. In recent years alter-
native indicators have been devised
to this end, incorporating aspects such
as accumulation of long-term wealth,
life expectancy, levels of literacy and
educational achievement, as well as
the negative incidence of pollution

and depletion of resources. These rep-
resent a more appropriate way to
measure progress in tackling the chal-
lenges we now face.
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