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Foreword

Five years into the great recession, the economic as well as the social outlook remains
very bleak indeed. The current response to the recession, characterised by a strong
IRFXVRQWKHWLJKWHQLQJRISXEOLF¿QDQFHVDQGÀH[LELOLVDWLRQRIODERXUPDUNHWVLQRUGHU
to adjust to idiosyncratic shocks, has contributed only to a worsening of the economic
and social situation affecting Europe as a whole and its southern countries in particular. Furthermore, this narrow agenda of deregulation and pro-cyclical economic policies seems to have launched the European Union on to a path of diverging economic
and social trends, imperilling the fundamental prerequisites and original purposes of
European integration.
)RUWKH¿IWKFRQVHFXWLYH\HDUXQHPSOR\PHQWKDVULVHQHFRQRPLFJURZWKLVJRing into recession (yet again) and social distress has risen to alarming levels. As this
economic, employment and social situation generates ever increasing concern with
regard to both short- and long-term trends, an additional worry is starting to emerge,
namely the diverging trend in real output growth, growth models and social developments. The crisis of 2008 represented a break in the long-run convergence trends in
the European Union, with a loss of convergence dynamics and, in some cases, an actual
reversal of convergence, as parts of Europe began to drift away from each other through
WKHLUGLIIHULQJH[SHULHQFHVRIWKHLPSDFWRIWKHFULVLVLWVHOIDQGRIWKHHIIHFWVRIWKHHQVXing adjustment policies. This divergence with regard to key variables for promoting the
fundamental objectives of European integration, such as economic progress, increased
economic and social cohesion, and the creation and maintenance of an economic and
monetary union, is of great concern as these variables are inherent in all the aspirations and thinking relating to European integration to date. Furthermore, due to the
close interdependence with the rest of the EU member states, the divergence between
eurozone insiders and outsiders is likely to become even more pronounced.
,OOFRQFHLYHG SROLF\ UHVSRQVHV KDYH FRQWULEXWHG WR H[DFHUEDWLQJ ZHDNQHVVHV LQ
the economies, thereby setting the European Union on a path of diverging economic
UHJLPHV XOWLPDWHO\ MHRSDUGLVLQJ WKH YHU\ H[LVWHQFH RI WKH VLQJOH FXUUHQF\ DV ZHOO DV
the continuing pursuit of European integration. The pushing through of adjustments
(including austerity policies and competitiveness-enhancing measures based predominantly on wage cuts) is having differing implications for individual economic models,
so that what we see currently is a ‘patchwork Europe’ with fault lines zigzagging around
among a variable combination of country groups. The practices imposed in the conWH[WRIWKHDGMXVWPHQWVDUHDIIHFWLQJWKHVRFDOOHGµGH¿FLWFRXQWULHV¶DV\PPHWULFDOO\DV
these are the countries suffering a loss of national sovereignty as a result of interference from European institutions, such that an accompanying feature of this developPHQWLVDGHPRFUDWLFGH¿FLW+HQFHWKHFRQYHUJHQFHRISROLFLHVLQWKH¿HOGRIZDJHV
and collective bargaining towards an approach of internal devaluation aimed at an inFUHDVHG GRZQZDUG ÀH[LELOLW\RIZDJHVDVDPHDQVRIFORVLQJWKHFRPSHWLWLYHQHVVJDS
EHWZHHQµVXUSOXV¶DQGµGH¿FLW¶FRXQWULHVKDVUDWKHUWKDQFUHDWLQJDPRUHOHYHOSOD\LQJ
¿HOGVHUYHGWRUHLQIRUFHWKHDOUHDG\H[LVWLQJGLYHUJHQWWUHQGVLQWKH¿HOGRIHFRQRPLF
regimes, wages and collective bargaining. This situation gives rise to major concern
with regard to the future of European integration and the fundamental objective of
increasing the wellbeing of all citizens in the Union.
There are thus several reasons to justify a belief that this awareness of divergence both across and within countries should form the centrepiece of all endeavours
to redress the current situation and to redirect the European Union along its original
path of economic and social convergence. All policy proposals should, accordingly, reÀHFWWKLVDZDUHQHVVDQGWKLVFRQFHUQ$IRUZDUGORRNLQJDSSURDFKZRXOGEHRQHWKDW
supported and reinforced policies and institutions designed to ensure an alternative
approach to getting Europe out of the crisis. One element could be the establishment
RID(XURSHDQVWUXFWXUDOLQYHVWPHQWSURJUDPPHWKDWZRXOGKHOSGH¿FLWFRXQWULHVWR
upgrade their economic and industrial structure, as well as serving to consolidate and
develop the social acquis which is currently under threat. Building a common future
only on austerity and deregulation, and thereby laying the ground for a vicious down-
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Foreword

ward spiral of deteriorating social and labour rights, is certainly not the right way to
move in the direction of the prosperous and more egalitarian Europe, which was the
goal of the founding fathers of European integration.
Benchmarking Working EuropeZKLFK¿UVWDSSHDUHGLQUHSUHVHQWVDNH\
contribution to the monitoring of the European Union, by providing a genuine benchPDUNLQJ H[HUFLVH DSSOLHG WR WKH ZRUOG RI ODERXU DQG VRFLDO DIIDLUV DQG JURXQGHG LQ
effective labour and social rights. It aims at establishing what progress – or lack of
LW±KDVWDNHQSODFHLQVHOHFWHGDUHDVRILPSRUWDQFHWRWKHWUDGHXQLRQVDQGRIVLJQL¿cance for a social Europe. This year’s edition of Benchmarking Working Europe, in
choosing to focus on the recent blatant trends of divergence across Europe, encomSDVVHVGHYHORSPHQWVLQDZLGHUDQJHRIDUHDVH[WHQGLQJIURPVWDQGDUGVRIOLYLQJLQstitutional settings, the role of trade unions, the development of growth models and
the labour market situation. While raising serious concerns as to the direction as well
as the outcome of the current austerity cure, and no less with regard to the attacks on
social and labour rights in the European Union, this report points also to ways in which
policies, institutions, along with the political will to correct market forces, can promote
upwards harmonisation and a convergence of social and labour rights and outcomes
more likely to ensure that a positive strategy for the future of the European Union is
reintroduced and will form the basis for future policy formulations and actions. The
FXUUHQWWUHQGWRZDUGVH[DFHUEDWLQJHFRQRPLFDVZHOODVVRFLDOGLIIHUHQFHVDFURVVWKH
(XURSHDQ8QLRQFDQQRWIRUPWKHEDVLVIRUWKHIXWXUHRI(XURSHDQLQWHJUDWLRQLWLVWLPH
that European leaders woke up to the demands of the European population for a better
future for all, and not only for the few.
:HKRSH\RXZLOOGHULYHERWKLQWHUHVWDQGEHQH¿WIURP\RXUUHDGLQJRIWKLV\HDU¶V
edition of Benchmarking Working Europe.
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Introduction
Survival of European integration
threatened by growing divergence
Rereading today what the political leaders said in the immediate wake of the economic
and social crisis in 2008, you could be forgiven for thinking you were dreaming. The
priority, once the crisis had hit, was, according to French President Sarkozy (2008),
to rebuild capitalism ‘on new foundations’ because ‘the notion that markets always
know best was quite insane’. It was necessary, claimed Commission President Barroso
 WRVXSSRUWWKHHFRQRP\E\µPDNLQJPD[LPXPXVHRIWKHÀH[LELOLW\RIIHUHGE\
the stability and growth pact’. Above all, he argued, it was essential to avoid all risk of
recession and, to that end, to boost demand, in particular in those countries that ‘had
room for manoeuvre’ and which ‘should use it’. The priority according to US RepubOLFDQ SUHVLGHQWLDO FDQGLGDWH 0F&DLQ   ZDV WR ¿JKW DJDLQVW WKH H[FHVVHV RI WKH
market including ‘carelessness, corruption and unbridled greed’. Barroso was of the
VDPHRSLQLRQµQR¿QDQFLDOLQVWLWXWLRQ¶KHVDLGµVKRXOGUHPDLQH[HPSWIURPUHJXODtion or supervision’ because it was time for ‘transparency, cross-border supervision,
DQGUHIRUPRIWKHLQWHUQDWLRQDO¿QDQFLDOLQVWLWXWLRQV¶
1RZLQHYHU\GD\FRQWLQXHVWRGHOLYHULWVQHZVWRFNRIUHYHODWLRQVDERXW
WKHPDOSUDFWLFHVRIWKH¿QDQFLDOLQGXVWU\±DEXVHRIWKHPDUNHWPDQLSXODWLRQRIVWRFN
H[FKDQJHLQGH[HVWD[HYDVLRQDQGVRIRUWK±ZKLOHWKLVVDPHLQGXVWU\LVH[HUWLQJLQtense pressure on the legislature to block or to water down any attempt at regulation
OLTXLGLW\UDWLRWUDQVSDUHQF\¿QDQFLDOWUDQVDFWLRQVWD[DFHLOLQJRQGLYLGHQGV 7KH
political discourse, meanwhile, has completely changed its tack. It is now a question,
VD\VWKH(XURSHDQ&RPPLVVLRQ  RIµUHVWRULQJWUXVWLQWKHPDUNHWV¶DQGDFFRUGLQJWRLQWHUQDOPDUNHW&RPPLVVLRQHU0LFKHO%DUQLHU  RIHQFRXUDJLQJWKHFDSDFLW\RIEDQNVWR¿QDQFHWKHHFRQRP\UHJDLQLQJLQYHVWRUFUHGLELOLW\DQGµHQVXULQJWKH¿nancial viability of banks’ thanks to recapitalization amounting to hundreds of billions
of euros. As to the member state governments, they are urged by the European CounFLO  WRVSHHGXSWKHSURFHVVRIµDGMXVWPHQW¶DQGHPEDUNRQµVWUXFWXUDOUHIRUP¶
of pension, wage formation, unemployment and health care systems’, because, says
(XURSHDQ&HQWUDO%DQN3UHVLGHQW0DULR'UDJKL  WKHFXUUHQW(XURSHDQVRFLDO
model is ‘obsolete’. Thanks to these reforms, governments will be able, says the Council
 WRµLPSURYH¿QDQFLQJFRQGLWLRQVIRULQYHVWRUV¶DQGµHQFRXUDJHWKHHQWU\DQG
HI¿FLHQWXVHRIFDSLWDO¶
,WZRXOGVHHPWKDWZHKDYHPRYHGLQWKHVSDFHRIIRXU\HDUVIURPD¿QDQFLDO
capitalism judged non-compliant with the demands of democracy to a democracy
MXGJHGQRQFRPSOLDQWZLWKWKHGHPDQGVRIWKH¿QDQFLDOPDUNHWV(FRQRPLFJRYHUQance and social models are to be tailored, from now on, to investors’ needs. The solutions to a situation that was diagnosed – and correctly so – as a crisis of the banking
DQG¿QDQFLDOVHFWRUDUHWRGD\OLQNHGOHVVWRDOWHULQJWKHRSHUDWLRQRIWKLVVHFWRUWKDQWR
DQDGDSWDWLRQRIWKHHFRQRP\SXEOLF¿QDQFHVDQGVRFLDOPRGHOVWRWKH¿QDQFLHUV¶LQMXQFWLRQVWRUHGXFHSXEOLFH[SHQGLWXUHWRIUHH]HRUUHGXFHZDJHVWROLJKWHQWKHµEXUden’ represented by social security, to get rid of labour market ‘rigidities’, and so forth.

‘It would seem that we have moved,
in the space of four years, from a
ﬁnancial capitalism judged noncompliant with the demands of
democracy to a democracy judged
non-compliant with the demands of
the ﬁnancial markets.‘

7KHDLPRIWKLVSXEOLFDWLRQLVQRWWRH[SODLQWKHUHDVRQVXQGHUO\LQJDQGWKHLQstruments used to effect the paradigm shift that has just been described but to conduct
DGHWDLOHGH[DPLQDWLRQRIWKHVLWXDWLRQWKDWUHSUHVHQWVLWVRXWFRPHLQLQWHUPVRI
VRFLDOLPSDFW,QWKHUXQXSWRVXFKDQH[DPLQDWLRQLWDSSHDUVXVHIXOQRQHWKHOHVVWR
remind readers, by way of introduction, that it is political choices that have led the EuURSHDQ8QLRQLQWRWKHVLWXDWLRQLQZKLFKLW¿QGVLWVHOI7KLVLVDVLWXDWLRQFKDUDFWHUL]HG
LQWKH¿UVWLQVWDQFHE\LQFUHDVHGLQHTXDOLW\DQGDWWKHVDPHWLPHE\DZHDNHQLQJRI
the institutions and structural instruments that have been devised and put in place by
WKHPHPEHUVWDWHVPDLQO\VLQFH:RUOG:DU,,WRUHGXFHWKLVLQHTXDOLW\ VHHWKH
edition of Benchmarking Working Europe  (78&DQG(78, DQGLQWKHVHFond instance, by a path of divergence, which is the logical and ongoing consequence of
the growth in inequality. The divergence affects, as shown by this publication, not only
WKHFRXQWULHVRIWKH(XURSHDQ8QLRQ *HUPDQ\*UHHFHRU3RUWXJDOIRUH[DPSOH DQG
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its different areas (eurozone core, eurozone periphery, non-eurozone countries, etc.)
EXW DOVR WKH VLWXDWLRQ RI VSHFL¿F VRFLDO FDWHJRULHV \RXQJ SHRSOH ZRPHQ PLJUDQWV
elderly workers) and the stance able to be adopted by the social partners (depending
on whether or not the country is subject to an adjustment programme).
Austerity, recession, an increase in socio-economic divergence and non-negotiated structural reforms are the ingredients that produce the various currently emerging forms of anti-European populism. While trust in the EU has plummeted in public
RSLQLRQ IURPLQWRDWWKHHQGRI (XUREDURPHWHU ZKLOH
increasing numbers of Europeans thus clearly believe that they have nothing to gain
from EU membership, euroscepticism is becoming stronger and is gaining ground almost everywhere. While such scepticism undoubtedly represents a perfectly legitimate
opinion in a democracy, it starts to become problematic when it is accompanied by a
GLVFRXUVHH[SUHVVLYHRIKDWUHGIRUµRWKHU¶(XURSHDQV:KLOHLWVXUHO\JRHVZLWKRXWVD\ing that these forms of neo-populism are to be vigorously combated, it is necessary, at
the same time, to point to the blindness of a large majority of leaders who allow themVHOYHVWREHVHGXFHGE\PLVJXLGHGGLVFRXUVHDERXWWKHEHQH¿WVRIJHQHUDOL]HGDXVWHULW\
the urgency of ‘structural reforms’ and the presentation as an indispensable prerequisite for growth of the need for national democracies to become compliant with the
markets. Such blindness, what is more, goes hand in hand with a loss of memory about
WKHSROLWLFDOSXUSRVHXQGHUO\LQJWKHSXUVXLWRI(XURSHDQLQWHJUDWLRQLQWKH¿UVWSODFH
The rest of this introductory chapter is structured around the following sequence
of observations:
– JHQHUDOL]HGDXVWHULW\IXHOVUHFHVVLRQ
– UHFHVVLRQDQGVWUXFWXUDOUHIRUPVH[DFHUEDWHVRFLDODQGHFRQRPLFGLYHUJHQFH
– such divergence fuels an acute sense of social injustice among the increasingly
numerous ‘collateral’ victims of the crisis (young job-seekers, workers who have
ORVWWKHLUMREVUHWLUHGSHUVRQVODFNLQJDGHTXDWHUHVRXUFHVHWF 
– no project intended to foster European unity, that is founded on such feelings,
can prove enduring.
We will close this introduction by recalling the purpose of European integration,
which is a project for socio-economic convergence and not competitive divergence.
Such convergence is the outcome of political will and effort and not a mechanical conVHTXHQFH RI WKH IDEOH DERXW µPDUNHW IRUFHV¶ 7KLV GLVWLQFWLRQ VKRXOG EH VXI¿FLHQW WR
indicate the weight of responsibility currently on the shoulders of European political
OHDGHUV$QGDOVRWRLQGLFDWHKRZYLWDOLWLVWRUHPHG\WKHGHPRFUDWLFGH¿FLWWKDWLVEHcoming increasingly entrenched in the new European economic governance.

1. Austerity fuels recession
The discourse concerning the need for austerity bases its main argument on the supSRVHGO\OD[EXGJHWDU\VWDQFHDGRSWHGE\(XURSHDQJRYHUQPHQWVDQGWKHDSSDUHQWLQDELOLW\RIGHPRFUDFLHVWRFRSHZLWKWKHSUREOHPVRIH[FHVVLYHSXEOLFGHEW7KLVGLVFRXUVH
takes inspiration also from the analogy between managing a household and managing
a state: we should not be ‘making our children pay the price’ of the debts contracted
by ‘irresponsible leaders’ but should behave, on the contrary, as ‘responsible heads of
KRXVHKROG¶ EXWLVDQ\RQHLQ(XURSHDFWXDOO\FDOOLQJIRUDQLQFUHDVHLQWKHGH¿FLWVDQG
indebtedness of states?). The analogy is, however, a sophism, for a household, unlike a
state, comes into being for a period that is, in the nature of things, essentially limited,
and this factor entails differences in behaviour in terms of, in particular, savings and
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‘Such blindness, what is more,
goes hand in hand with a loss of
memory about the political purpose
underlying the pursuit of European
integration in the ﬁrst place.‘
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investment. The sophism thus presents as a matter of basic common sense an argument that is, in actual fact, ideological.
7KHGLVFRXUVHDERXWEXGJHWDU\OD[QHVVVXIIHUVIURPDWOHDVWWZRGLDJQRVWLFHUURUVWKH¿UVWEHLQJLQWKHDUHDRISROLWLFDOGLDJQRVLV,QLHWKH\HDUEHIRUHWKH
¿QDQFLDO FULVLV HUXSWHG RQO\ WZR HXUR]RQH FRXQWULHV QDPHO\ *UHHFH DQG 3RUWXJDO
were guilty of infringing the rules of the stability and growth pact in relation to public
GH¿FLWV,IZHDGKHUHWKHQWRWKHDUJXPHQWDERXWEXGJHWDU\OD[QHVVZKDWFDQEHWKH
logic of drawing from it the general policy conclusion that there is a need to introduce
austerity programmes throughout Europe, including in countries like Spain and Ireland that were star pupils of the stability and growth pact? Why is it, what is more, that
this argument was not brought into play in the early days of economic and monetary
8QLRQZKHQ*HUPDQ\ZDVLWVHOILQDVWDWHRIFKURQLFDQGH[FHVVLYHGH¿FLWIRUDSHULRG
RI¿YH\HDUV IURPWR "
The second error relates to the economic diagnosis: the budgetary question
HPHUJHG VR LW LV FODLPHG RQ DFFRXQW RI µH[WUHPH LQGHEWHGQHVV IUHTXHQWO\ DFFXPXlated over many years’ according to German chancellor Angela Merkel (Le Monde et
al. $FFRUGLQJWR3DXO'H*UDXZHRIWKH/RQGRQ6FKRRORI(FRQRPLFVµLWKDVEHHQ
FODLPHGWKDWLQWKHDEVHQFHRIH[WHUQDOFRQWUROVWKHQDWLRQDOEXGJHWGHEWVDQGGH¿FLWV
could no longer be kept under control. What we see in actual fact is that during the last
KDOIFHQWXU\ZKHQWKHVWDELOLW\DQGJURZWKSDFWGLGQRWHYHQH[LVWWKHUHZHUHQRFDVHV
of major government debt crisis. Democracies are capable of reacting against increasLQJLQGHEWHGQHVV¶ 2)&( ,VLWUHDOO\DSSURSULDWHWRVSHDNPRUHRYHURIH[WUHPH
LQGHEWHGQHVVZKHQWKHSXEOLFGHEWRIWKHHXUR]RQHLPPHGLDWHO\EHIRUHWKH¿QDQFLDO
crisis, amounted to around 66% of gross domestic product? The level of indebtedness
was, in actual fact, to become unsustainable only when it became necessary to socialL]HWKHGHEWVRISULYDWHEDQNV3DXO.UXJPDQ  HFRQRPLFV1REHO3UL]HZLQQHU
has quite correctly pointed out that the European governments were not overspending before the crisis but that they found it necessary to get into debt in order to rescue
their banks and prevent economic collapse. As has also been stated by Martin Wolf
 µZKDWLVDWWKHRULJLQRIWKLVFULVLVLVQRWODFNRIEXGJHWDU\GLVFLSOLQH7KHODFNRI
GLVFLSOLQHRIWKH¿QDQFLDOVHFWRUDQGPRUHJHQHUDOO\RIWKHSULYDWHVHFWRULQFOXGLQJ
lenders from the eurozone core, played an even more important role’.
7KHDUJXPHQWEDVHGRQWKHFODLPRI(XURSHDQEXGJHWDU\OD[QHVVGRHVQRWWKHUHfore stand up to analysis. Yet his argument underpins the whole approach adopted for
IRUJLQJWKHLQVWUXPHQWVRIWKHQHZ(XURSHDQHFRQRPLFJRYHUQDQFH 'HJU\VH 
0HDQZKLOHWKHUHJXODWLRQRIWKH¿QDQFLDOVHFWRULVEHLQJGHYLVHGDQGSXWLQSODFHDWD
veritable snail’s pace and is becoming less ambitious by the day under pressure from
the banking lobby. It would appear that this argument is, in actual fact, being used
WRFRQFHDODIXOO\ÀHGJHGSURJUDPPHWRDFKLHYHGHUHJXODWLRQRIWKH(XURSHDQVRFLDO
PRGHO VHHFKDSWHU $IWHULVVXLQJDFFXVDWLRQVRIOD[QHVV(XURSHLVUHVSRQGLQJQRW
with a responsible form of stringent discipline but with outright austerity, with a gruelOLQJDQGVWULFWO\DGPLQLVWHUHGZHLJKWORVVUpJLPHLPSRVHGDWDSDFHWKDWGH¿HVDOOUHDVRQDQGXQGHUWKUHDWRIVDQFWLRQV VHHFKDSWHU 7KLVLVWKHEHJLQQLQJRIDQXQSUHFedented attack on the European social model – or what remains of it – in particular
in the countries currently governed by memorandum. All aspects of enlightened social
governance have been brought under this stringency regime: wages, collective bargainLQJXQHPSOR\PHQWEHQH¿WVKHDOWKFDUHDQGHYHQIXQGDPHQWDOVRFLDOULJKWV

‘The argument based on the claim
of European budgetary laxness does
not therefore stand up to analysis.
Yet his argument underpins the
whole approach adopted for
forging the instruments of the new
European economic governance.‘

In spite of numerous warnings, the elite that governs Europe still refuses to see
that this enterprise of dismantling the social model has the conjoined effect of placing
a long-term brake on growth, principally on account of the inevitable collapse in do-
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PHVWLFGHPDQG VHHFKDSWHU %HWZHHQDQG*UHHFHH[SHULHQFHGVL[\HDUV
RIUHFHVVLRQ,WDO\6SDLQDQG3RUWXJDOIRXUDQG,UHODQGWKUHHLQVSLWHRIWKHWD[FRPpetitiveness practices that make it the European bridgehead of the North American
multinationals. As numerous political leaders have indeed pointed out, the European
LQVWLWXWLRQVGLGQRWWKHPVHOYHVFDXVHWKHFULVLV+RZHYHUWKHVLWXDWLRQLQWRZKLFKWKH
HFRQRP\RIWKH2OG&RQWLQHQWZDVSOXQJHGE\¿QDQFLDOFDSLWDOLVPKDVRQO\EHHQH[DFerbated by their obsession with austerity.

‘...the situation into which the
economy of the Old Continent was
plunged by ﬁnancial capitalism
has only been exacerbated by their
obsession with austerity.‘

Today, there is a growing consensus among economists and within international
organisations that the concerted imposition of austerity plans at an utterly unsustainDEOHSDFHUHVXOWHGLQDUHFHVVLRQWKDWLVPXFKPRUHH[WUHPHWKDQZDVSUHGLFWHGE\WKH
economic models (Blanchard et al. 7KHVHUHFHVVLRQDU\HIIHFWVKDYHDJJUDYDWHG
rather than remedying, the public debt crisis, on account of the denominator effect –
when GDP diminishes, the debt as a percentage of GDP increases arithmetically – and
WKLVZLOOFRQWLQXHWREHWKHFDVHLQWKHHXUR]RQHXQWLODWOHDVWDFFRUGLQJWRWKH
&RPPLVVLRQ¶VODWHVWIRUHFDVWV (XURSHDQ&RPPLVVLRQ 
7KHORVVHVWKHQDUHSDUWLFXODUO\KHDY\DQGWKHEDODQFHVKHHWVWLOOVKRZVDGH¿FLW
WKH SXEOLF GHEW FULVLV KDV QRW EHHQ UHPHGLHG WKH HFRQRPLF FULVLV LV ZRUVHQLQJ WKH
VRFLDO PRGHO LV EHLQJ GLVPDQWOHG XQHPSOR\PHQW KDV H[SORGHG D ZKROH JHQHUDWLRQ
is ‘lost’. According to a study by the European Foundation for the Improvement of
/LYLQJ DQG :RUNLQJ &RQGLWLRQV (XURIRXQG  WKH FRVW WR WKH PHPEHU VWDWHV RI
WKLVORVWJHQHUDWLRQZKLFKUHSUHVHQWVPLOOLRQµQHHWV¶ \RXQJSHUVRQVQRWLQHPSOR\PHQWHGXFDWLRQRUWUDLQLQJ LVOLNHO\WRDPRXQWWRVRPHELOOLRQHXURVD\HDU 7KH
*XDUGLDQ <HWWKHPDUNHWVGHFODUHWKH&RPPLVVLRQWKH(&%DQGWKH(XURSHDQ
&RXQFLOZLWKVRPHVHOIVDWLVIDFWLRQDUHUHJDLQLQJFRQ¿GHQFH:KDWFOHDUHUVWDWHPHQW
can there be than this that Europe is seeking its salvation by adjusting its economic and
social governance to the demands of investors?

2. Recession and adjustment policies
exacerbate the divergence
$VLVGHPRQVWUDWHGLQGHWDLOLQWKLVHGLWLRQRIBenchmarking Working Europe,
the result of the crisis and of the policies implemented over almost four years is ever
JURZLQJ GLYHUJHQFH DPRQJPHPEHU VWDWHV VSHFL¿F FDWHJRULHV RI WKH SRSXODWLRQ DQG
national social actors.
In the Nordic countries, which were less deeply affected by the crisis, wages and
collective bargaining systems have remained relatively stable, though it has indeed
been possible to observe a trend towards decentralization of collective bargaining and
FKDQJHV LQ ODERXU ODZ WKDW GR QRW DSSHDU MXVWL¿HG E\ DQ\ VSHFL¿F SUREOHP WKDW KDV
arisen in these countries (see chapter 7). In the new member states, trends have been
particularly uneven. In some countries, such as Poland or Bulgaria, wages have risen
±RULWPLJKWSHUKDSVEHPRUHH[DFWWRVD\WKDWWKH\KDYHMXVWEHJXQWRFDWFKXSJLYHQ
how very low they were to start with. In other countries, such as Lithuania or Estonia,
they have, on the contrary, fallen steeply. All in all, however, in these ‘new’ member
VWDWHVWDNHQDVDJURXSWKHFULVLVVHUYHGDVWKHSUHWH[WIRUDQLQFUHDVHLQODERXUPDUNHW
ÀH[LELOLW\DQGQRQVWDQGDUGZRUNLQJSUDFWLFHVDQGIRUWKHRSWLRQRIUHWDLQLQJH[WUHPHly fragmented and decentralized collective bargaining systems.
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be than this that Europe is seeking
its salvation by adjusting its
economic and social governance to
the demands of investors?‘
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Another group of countries is of course those currently subject to adjustment
programmes – namely, Greece, Ireland, Portugal, Romania – together with Spain and
Italy. It is in these countries that attacks on collective bargaining systems have been
WKHPRVWYLUXOHQWZKHWKHULQÀLFWHGE\QDWLRQDOJRYHUQPHQWVRUGLUHFWO\E\(XURSHDQ
institutions. Direct political interventions have led to a generalized reduction in wages,
a dismantling of collective bargaining and wage formation institutions (with the apparHQWH[FHSWLRQDVUHJDUGVWKHODWWHUSRLQWRI,WDO\ 
These developments have served, in particular, to lead the countries of the south
to converge – but it is a case here of downward convergence – with the countries of
central and eastern Europe in terms of income, collective bargaining systems and social cohesion. The result is a proliferation of new fault lines between old and new member states, between countries of the south and countries of the east, between the eurozone core and its periphery, between lending countries and borrowing countries, etc.
The divergence that appears the most clearly, however, is that between the heart
of the eurozone and this periphery, consisting of the countries of southern and eastern
Europe, that is described by some observers as becoming increasingly ‘Chinese’. What
is more, in certain companies located in the rich eurozone heartland, the most shocking and shameful social practices are to be found. Romanian and Bulgarian workers
KDYH EHHQ µGHWDFKHG¶ DUH SDLG H[WUHPHO\ ORZ ZDJHV VXEMHFWHG WR YHU\ ORQJ ZRUNLQJ
KRXUVDFFRPPRGDWHGLQEDUUDFNVDQGGHSULYHGRIVRFLDOLQVXUDQFH LQ0DUFK
one such case was the subject of a complaint against Germany lodged by the Belgian
government with the European Commission). European competitiveness is accordingly being sought henceforth less in innovation, research and development (ETUC
DQG(78, WKDQLQWKHUHGXFWLRQRIZDJHVGHUHJXODWLRQRIWKHODERXUPDUket, lowering of collective standards, deregulation of social protection systems, and
weakening of trade unions and social institutions. All of this constitutes an operation,
unprecedented in the history of the EU, designed to undermine workers and the organisations that represent them.
In the countries subject to ‘adjustment programmes’ the internal devaluation poliFLHVDUHEDVHGRQWKHZDJHUWKDWLWZLOOEHSRVVLEOHWRUHODXQFKJURZWKE\PHDQVRIH[ports. The reason that this constitutes a wager is that the domestic conditions for such a
relaunch are not always present. To date, the main result of these policies is the collapse
of domestic demand which still has not been able, four years later, to offset the weak and
XQHYHQJURZWKLQH[SRUWV,WPD\LQGHHGEHWUXHWKDWDZDJHURIWKLVNLQGPLJKWZLWK
perseverance, be won in the long term. But it would, in this case, be nothing but a Pyrrhic
YLFWRU\DFFRPSOLVKHGXSRQD¿HOGRIVRFLDODQGGHPRFUDWLFUXLQV7KHLPSOHPHQWDWLRQRI
such a policy indeed reveals a divorce between the elites, who are convinced that priority
PXVWEHJLYHQWRJDLQLQJWKHFRQ¿GHQFHRIPDUNHWVDQGWKHFLWL]HQVDQGZRUNHUV7KH
Frankfurt-Brussels consensus seems perfectly blind to any consideration of the democratic and social sustainability of the recipes it is advocating and enforcing.

‘The divergence that appears
the most clearly, however, is that
between the heart of the eurozone
and this periphery, consisting of the
countries of southern and eastern
Europe, that is described by some
observers as becoming increasingly
“Chinese”.‘

‘The Frankfurt-Brussels consensus
seems perfectly blind to any
consideration of the democratic
and social sustainability of the
recipes it is advocating and
enforcing.‘

7KHH[WHQWWRZKLFKFLWL]HQVIHHOWKHSXOORIWKLVSURFHVVRIGLYHUJHQFHGHSHQGV
on the social categories to which they belong. At the level of the labour market, three
broad categories have been the most harshly affected, namely, youth, migrants, and the
ORZVNLOOHG VHHFKDSWHU ,WLVWREHQRWHG¿UVWRIDOOWKDWGXULQJWKHSHULRGEHIRUH
WKHFULVLVWKHODERXUPDUNHWH[SHULHQFHGDVORZEXWVWHDG\ULVLQJWUHQGLQHPSOR\PHQW
rates, in accordance with the Lisbon Strategy targets. This trend was attributable, in
particular, to the increase in non-standard forms of employment, including part-time
ZRUN ZKLFKLQIDUWRRPDQ\FDVHVLVLQYROXQWDU\UDWKHUWKDQFKRVHQ ¿[HGWHUPFRQ-
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WUDFWVRUVHOIHPSOR\PHQW(YHQVRWKLVULVLQJWUHQGKDGWRVRPHH[WHQWFRQWULEXWHG
to a gradual reduction in long-term unemployment and youth unemployment.
7KH ¿QDQFLDO FULVLV GLG DZD\ ZLWK WKLV WUHQG DQG FUHDWHG IRU \RXQJ SHRSOH LQ
particular, a situation that was even worse than before. The year 2008 marked the
beginning of a period of strong growth in unemployment, but also in inequality. At
WKHSUHVHQWWLPHQROHVVWKDQRI(XURSHDQFLWL]HQVDUHDWULVNRISRYHUW\RUVRFLDO
H[FOXVLRQ (XURVWDW 
6LQFH  XQHPSOR\PHQW KDV ULVHQ LQ DOO (8 FRXQWULHV H[FHSW *HUPDQ\ DQG
/X[HPERXUJ ,Q  UDWHV YDULHG EHWZHHQ DSSUR[LPDWHO\  LQ /X[HPERXUJ DQG
$XVWULDWRRUPRUHLQ*UHHFHDQG6SDLQ7KLVLQFUHDVHKDVWDNHQWKHZRUVWWROORQ
\RXQJ SHRSOH PLJUDQWV DQG WKH ORZVNLOOHG <RXQJ SHUVRQV DJHG  KDYH DQ XQHPSOR\PHQW UDWH RI PRUH WKDQ  LQ WKH (8 DV D ZKROH EXW YHU\ PXFK KLJKHU LQ
LQGLYLGXDOFRXQWULHVOLNH*UHHFH  RU6SDLQ  :KHQ\RXQJSHUVRQVGRKDYH
a job, it is, more often than not, temporary. Among non-European migrant workers,
PHDQZKLOHWKHXQHPSOR\PHQWUDWHURVHE\EHWZHHQDQG
/RQJWHUPXQHPSOR\PHQWKDVDOVREHJXQWRULVHDJDLQEHWZHHQDQG
DOPRVWPLOOLRQSHUVRQVFDPHWROHQJWKHQWKHOLVWRIORQJWHUPXQHPSOR\HGEULQJLQJ WKH (XURSHDQ WRWDO XS WR DOPRVW  PLOOLRQ SHUVRQV WKH HTXLYDOHQW RI WKH ZKROH
SRSXODWLRQRI%HOJLXP:KHQRQHEHFRPHVDZDUHRIWKHH[WHQWRIWKHVRFLDOFKDOOHQJHV
SRVHGE\ORQJWHUPXQHPSOR\PHQWWKHQRQHDOVRUHDOL]HVWKHWUHPHQGRXVGLI¿FXOWLHV
that will be faced in the coming years by European governments in dealing with this
problem. In this respect too, needless to say, the paths observed in different countries
and groups of countries are highly divergent.
There has been a strong increase in involuntary part-time work since 2008 in
*UHHFHZKHUHLQRISDUWWLPHUVGLGQRWFKRRVHWKLVVWDWXVDQLQFUHDVHRI
SHUFHQWDJHSRLQWVLQ6SDLQWKHHTXLYDOHQW¿JXUHLVQRZDSRLQWLQFUHDVHLQ
,WDO\DSRLQWLQFUHDVHLQ,UHODQGDSRLQWLQFUHDVHLQ%XOJDULDD
SRLQWLQFUHDVH7KHSHUFHQWDJHLVULVLQJLQPDQ\RWKHUFRXQWULHVWRRZKHUHDVLQ/X[embourg, Austria, Belgium, Germany and France it remained stable or, in some cases,
fell. It is better, similarly, to be a female job-seeker in Lithuania, Finland, Sweden or
Denmark than in Malta, Italy or Greece where the difference between the male and the
female employment rates is as high as 20%.
Of course, say the European institutions, Europe will, in due course, reach the
end of this recessionary stage in its economic cycle and will, thanks to recovery, once
DJDLQH[SHULHQFHDIHZSHUFHQWDJHSRLQWVRIJURZWK7KHUHLVDODVOLWWOHFKDQFHWKDW
WKHQHZFRKRUWRIORQJWHUPXQHPSOR\HGZLOOEHQH¿WIURPDQ\VXFKUHFRYHU\DQGWKH
same goes for the young people and the large numbers of emigrants – often skilled
– who have decided to turn their backs on Europe and try their luck elsewhere (the
Portuguese mainly in Brazil or Angola, the Greeks in the United States or Australia,
the Irish in Canada, New Zealand or Australia, the Spanish in South America, GerPDQ\RU6ZHGHQ 7KH*XDUGLDQ/H0RQGHD/H0RQGHE DVZHOODV
for all those low-skilled or elderly workers who have lost their jobs during one of the
QXPHURXVZDYHVRIUHVWUXFWXULQJLQWKHVWHHOPRWRURU¿QDQFHLQGXVWULHVHWF$KLJK
degree of callousness is accordingly required to take satisfaction from the idea that
the economy will react with a time lag to the policy measures taken today (European
&RXQFLO LQIXOONQRZOHGJHWKDWWKHJURXSVFXUUHQWO\PRVWDIIHFWHGE\WKHIDOORXW
RIWKHFULVLVZRXOGXQGRXEWHGO\QRWEHWKRVHWREHQH¿WVKRXOGWKHHFRQRP\LQGHHGSLFN
up at some point in the future.
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‘A high degree of callousness
is accordingly required to take
satisfaction from the idea that
the economy will react with a time
lag to the policy measures taken
today (European Council 2013),
in full knowledge that the groups
currently most affected by the fallout of the crisis would undoubtedly
not be those to beneﬁt should the
economy indeed pick up at some
point in the future.‘
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,WLVWKXVWKDWWKHUHFHVVLRQKDVH[DFHUEDWHGVRFLDOIUDJPHQWDWLRQLQ(XURSHE\
causing an increase in unemployment among migrants, the low-skilled, and women,
DVZHOODVDQH[SORVLRQLQWKHQXPEHUVRI\RXQJSHRSOHZKRDUHQHLWKHUZRUNLQJEHLQJ
educated or undergoing training, and a steep rise in the incidence of long-term unemployment. All this will entail a high cost in terms, in particular, of policies to counter
SRYHUW\DQGVRFLDOH[FOXVLRQRIDVORZLQJRIGHPRJUDSKLFJURZWKDVZHOODVSUHVVXUH
on retirement pension levels and an increase in social unrest. Meanwhile, the process
whereby the new member states were slowly catching up and the Mediterranean countries converging with northern Europe has come to grief on the crisis, the immediate
HIIHFWVRIZKLFKKDYHEHHQH[DFHUEDWHGE\WKHDGMXVWPHQWSURJUDPPHVDQGDXVWHULW\
PHDVXUHV7KH0DQLIHVWRGUDZQXSE\DQHWZRUNRIDFDGHPLFWUDGHXQLRQULJKWV¶H[SHUWVDWWKHEHJLQQLQJRIVXSSRUWHGE\WKH(78,DQGVLJQHGE\PRUHWKDQ
European labour and social lawyers, is a denunciation of the fact that fundamental
social rights have, de facto, been used as an adjustment variable for macroeconomic
imbalances, in particular in the eurozone periphery. The political leaders have adopted
PHDVXUHVWRIRVWHUODERXUPDUNHWÀH[LELOLW\WKH\KDYHPDGHFKDQJHVWRQDWLRQDOODERXUODZDQGHPEDUNHGXSRQIXQGDPHQWDOUHIRUPVRIVRFLDOODZWKH\KDYHDGRSWHG
VWUXFWXUDOUHIRUPVLQWKH¿HOGVRISHQVLRQVKHDOWKFDUHDQGXQHPSOR\PHQWLQFOXGLQJ
by circumventing the mechanisms for consultative participation with the social partners, in particular the trade unions. This is a situation that leads the labour lawyers to
the following conclusion:

‘Meanwhile, the process whereby
the new member states were slowly
catching up and the Mediterranean
countries converging with northern
Europe has come to grief on the
crisis, the immediate effects of
which have been exacerbated by
the adjustment programmes and
austerity measures.‘

‘The present European Commission, together with the Troika, is currently
failing to respect the basic elements of the European Social Model and the
spirit of the Philadelphia declaration. Accordingly, the social model is suffering – in virtual silence – its complete deconstruction, and ultimately,
perhaps, its destruction. If the European social model fails, how can the
(XURSHDQSURMHFWDVDZKROHVXFFHHG" (78, 

3. Divergence and structural reforms fuel
social injustice
In a globalized world constructed in particular to facilitate the free movement of capiWDOLWKDVEHFRPHPRUHGLI¿FXOWWRDFKLHYHDQLQFUHDVHLQUHYHQXHWKDQWRUHGXFHH[SHQGLWXUH7KH(8JRYHUQPHQWVKDYHDOOPDGHDYDLODEOHVRPHSDUWLFXODUIRUPRIWD[
LQFHQWLYHGHVLJQHGWRDWWUDFWLQYHVWRUVLQVRPHFDVHVFRUSRUDWLRQWD[UDWHVKDYHEHHQ
ORZHUHGZKLOHLQRWKHUVFDSLWDOJDLQVWD[KDVEHHQDEROLVKHGRWKHUIRUPXODHLQYROYH
WKHSUROLIHUDWLRQRIWD[ORRSKROHVDEVHQFHRILQKHULWDQFHWD[H[LVWHQFHRIEDQNLQJVHFUHF\RUWKHFRQGRQLQJRIQXPHURXVWD[KDYHQVVSHFLDOL]LQJLQPRQH\ODXQGHULQJ%Hcause they have lacked the political courage to construct a transparent and equitable
µWD[(XURSH¶WKH(XURSHDQOHDGHUVKDYHSODFHGWKHPVHOYHVLQDVLWXDWLRQFKDUDFWHUL]HG
by rivalry to attract multinationals and investors and have, in so doing, taken the requisite steps to tailor the situation to their demands. It does seem that some leaders are
QRZ¿QDOO\EHJLQQLQJWRZDNHXSWRWKLVVLWXDWLRQDQGQRWDOZD\VWKRVHRIZKRPRQH
PLJKWKDYHH[SHFWHGLW0U'DYLG&DPHURQ¶V&RQVHUYDWLYHJRYHUQPHQWLQWKH8QLWHG
.LQJGRPKDVEHFRPHFRQFHUQHGDWWKHH[FHVVLYHO\ORZUDWHVRIWD[SDLGE\WKHPXOWLnationals operating on UK territory. Even in Switzerland, questions are being raised
DERXWWKHH[WHQWRIWKHSD\JDSEHWZHHQWRSH[HFXWLYHVDQGZRUNIRUFHV

‘Because they have lacked the
political courage to construct a
transparent and equitable ‘tax
Europe’, the European leaders have
placed themselves in a situation
characterized by rivalry to attract
multinationals and investors
and have, in so doing, taken
the requisite steps to tailor the
situation to their demands.‘
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In the face of this situation, meanwhile, the many instances of trade union mobilisation, strikes, and social action, the movement of the Indignados, and the particularly tragic phenomenon constituted by the suicides of unemployed and socially
GHVSHUDWHSHUVRQV %0-(XUHV UHSUHVHQWQXPHURXVLQGLFDWLRQVWKDWWKH
European Union has forfeited the support of its citizens. Nor is this because its peoples
DUH IDFLQJ DGYHUVLW\ IRU +LVWRU\ SURYLGHV DPSOH WHVWLPRQ\ WKDW WKHVH VDPH SHRSOHV
possess the resilience to overcome periods of intense suffering and hardship. What
is much harder to overcome, by contrast, is a sense of social injustice, in particular in
DFRQWH[WLQZKLFKWKHIXWXUHVHHPVWRKROGRXWQRSURPLVHRUSRVVLELOLW\RILPSURYHment.
Is it not perfectly evident that this feeling is today spreading through Europe like
ZLOG¿UH":KDWSHRSOHH[SHULHQFHDVLQMXVWLFHLVQRWWKHQHHGWRUHGXFHWKHLUVWDQGDUG
RIOLYLQJGXULQJDSHULRGRIFULVLVWKHIHHOLQJVWHPVUDWKHUIURPDQDZDUHQHVVWKDWWKH
harshest measures are hitting the most vulnerable sectors of the population and that
the political and economic elites are managing to remain outside the structures that
organize solidarity, thereby undermining its effectiveness where it is brought into play.
The feeling of injustice stems also from the apparent powerlessness of democracies to
¿QGDQ\HIIHFWLYHPHDQVRIRSSRVLQJWKHXQEHDUDEOHLQFUHDVHRILQHTXDOLW\LQLWVPDQ\
IRUPVSUHFDULRXVMREVDQGXQHPSOR\PHQWIRUORZVNLOOHGZRUNHUVRIERWKVH[HVDQGDQ
H[SORVLRQRISD\LQFUHDVHVDQGERQXVHVIRUWKH¿QDQFLHUVZKRFUHDPRIIDOOWKHZHDOWK
and for the captains of globalized industry who, in their own best interests, scrap local
jobs and employment opportunities.
The recent debates, particularly in the United States, but also in Europe, concerning the ‘richest one per cent’ of the population are evidence of the rise of this intense feeling of injustice in western societies. The discussions aimed at limiting pay
DQGERQXVHVLQWKH¿QDQFLDOLQGXVWU\DUHSDUWRIWKHVDPHSKHQRPHQRQDVDUHWKRVH
RQVXEMHFWVVXFKDVWD[HYDVLRQDQGIUDXGPRQH\ODXQGHULQJWD[RSWLPL]DWLRQE\PXOWLQDWLRQDOV¿QDQFLDOVSHFXODWLRQPDQLSXODWLRQRIVWRFNH[FKDQJHLQGH[HVHQULFKPHQW
without creation of wealth, etc. These are just some of the subjects dealt with by the
countless commissions of enquiry set up and parliamentary reports drafted to eluciGDWHWKHFDXVHVRIWKH¿QDQFLDOFULVLVDQGKLJKOLJKWWKHSUDFWLFHVRIWKLVLQGXVWU\ LQ
addition to the current enquiry on the manipulation of LIBOR, see, among others, SIC
)&,&)6$D)6$E6pQDW 1RSROLWLFDOSURMHFWLVDEOHWR
withstand the rise of such a feeling of social injustice.

4. Social injustice exacerbates
anti-European populism
The last sequence in this austerity-recession-divergence-social injustice chain development is the way it translates into politics. Over the last two years of crisis general
HOHFWLRQVKDYHEHHQKHOGLQQROHVVWKDQ(8PHPEHUVWDWHV,QWKHPDMRULW\RIFDVHV
the outcome was an ousting of the previous government by the electorate whose votes
brought an opposition party to power (Ireland, Portugal, Denmark, Spain, Slovenia,
France, Lithuania, Malta). Yet in some cases the elections gave rise to the emergence of
more worrying developments, whether in the form of historically low turnout rates, as
in Cyprus (even though voting in that country is compulsory), in Poland or in Portugal,
RURIWKHULVHRIH[WUHPHSROLWLFDOJURXSVZLWKUDGLFDOQDWLRQDOLVWRUSRSXOLVWOHDQLQJV
as in Finland, Greece, Latvia or Romania (see inter alia Bartlett et al. 
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Discourse opposed to the European Union currently has the wind in its sails,
whether in the countries subject to adjustment via ‘injunctions from Brussels’ or in the
µYLUWXRXV¶FRXQWULHVZKLFKH[SUHVVWKHLUUHVHQWPHQWDWWKHµSUR¿WHHUVIURPWKHVRXWK¶
It is thus that the newly developing form of convergence may be said to be populism, a
political trend that betrays growing criticism of ‘the others’ and recriminations against
µRXWVLGHUV¶+RZLV(XURSHWREHFRQVWUXFWHGRQVXFKDEDVLV"

‘It is thus that the newly
developing form of convergence
may be said to be populism, a
political trend that betrays growing
criticism of “the others” and
recriminations against “outsiders”.‘

This last sequence of the chain represents an additional scourge in an increasingly divergent Europe where the tensions between peoples are growing, and where
the most highly skilled citizens and workers are tempted to seek their future elsewhere.
This is a Europe that has witnessed, until now in silence, the development of different
FDWHJRULHVRIPHPEHUVWDWHWKH¿UVWFODVVPHPEHUVZKRDUHWKHULFKOHQGLQJDQGH[SRUWLQJQDWLRQVRIWKHHXUR]RQHDQGWKHUDJDPXI¿QVZKRIRUPWKHHXUR]RQH¶VVHFRQG
FODVVDQGZKRKDYHEHFRPHREOLJHGWRIROORZWKHRUGHUVRIWKHLUEHWWHUVWKHQWKHUHDUH
also the members belonging to the third category who are sitting out there in the euro
waiting room and no longer have much say with regard to the current direction of European integration. Not to mention those states which are making it more or less clear
that they want nothing more to do with the EU.
The lost awareness of a shared destiny and the destruction of solidarity among
peoples could well bring the European project to grief. This observation is the measure
of the responsibility borne by the European institutions. Destruction requires much
less time than construction. In the absence of a qualitative political leap, this project
will lose the support of NGOs and trade unions. The ideal to which these social forces
chose to adhere is that of a European Union set up to forge progress and growing equality by means of investment, solidarity, and sustainable development policies. Convergence via the market was, on the other hand, what the architects of the euro believed in
EXWZHVHHRQO\WRRZHOOWRGD\WKHH[WHQWWRZKLFKPDUNHWIRUFHVOHIWXQFXUEHGVHUYH
to unleash and continue to fuel this downward spiral of divergence.

‘In the absence of a qualitative
political leap, this project will
lose the support of NGOs and
trade unions.‘

The European Union must, as of now, set to work on re-establishing convergence
by devising and introducing structural investment programmes designed to prepare
WKH ORZFDUERQ HFRQRP\ RI WRPRUURZ VHH FKDSWHU   DQG E\ WKH SURYLVLRQ RI DLG WR
strengthen the economic and industrial structures of the peripheral countries, so as to alORZWKHPWRVSHFLDOL]HLQVSHFL¿FVHFWRUVDQGQLFKHPDUNHWVDQGWRPDNHWKHLUHFRQRPLF
structures more resilient to shocks and less dependent on direct foreign investment.
It must not be forgotten that one of the purposes of the EU is to promote economic,
VRFLDODQGWHUULWRULDOFRKHVLRQDQGVROLGDULW\DPRQJWKHPHPEHUVWDWHV DUWLFOHV7(8
DQG7)(8 7KH(XURSHDQ8QLRQDQGLWVPHPEHUVWDWHVPXVWVWUHQJWKHQDQGQRW
dismantle the social dimension of the European project and should remember that
‘The Union and the member states, having in mind fundamental social
rights such as those set out in the European Social Charter signed at Turin
RQ2FWREHUDQGLQWKH&RPPXQLW\&KDUWHURIWKH)XQGDPHQtal Social Rights of Workers, shall have as their objectives the promotion
of employment, improved living and working conditions, so as to make
possible their harmonisation while the improvement is being maintained,
proper social protection, dialogue between management and labour, the
development of human resources with a view to lasting high employment
DQGWKHFRPEDWLQJRIH[FOXVLRQ¶ $UWLFOHRIWKH7)(8 
Active adherence to these objectives is the price of the continuing support of citizens and workers for the European project.
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7KH JOREDO ¿QDQFLDO DQG HFRQRPLF FULVLV WKDW ZDV VR GUDPDWLFDOO\ XQOHDVKHG LQ
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DQGIHZPDQDJHGWRDYRLGWKHVORZGRZQ±LIQRWVOXPS±RIWKHLURXWSXWJURZWK
7KH(8HXUR]RQHUHVSRQVHLQYROYHGWKHSURYLVLRQRI¿QDQFLDOVXSSRUWWRPHPEHU
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1.

Macroeconomic developments and policy responses in diverging Europe

Economic developments:
divergence and double-dip recession

Figure 1.1

Real GDP growth EU27, eurozone, US, 2008-2014(f), annual data
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Source: own calculations based on AMECO (2012).

(XURSH¶VGRXEOH
GLSUHFHVVLRQLQ
FRQWUDVWWRWKH86
%RWKWKH(XURSHDQDQGWKH86HFRQRP\
H[SHULHQFHGDGHHSVOXPSLQZLWK
WKH(8IDULQJZRUVHWKDQWKH86 <HWWKH
(XURSHDQHFRQRPLHVPDQDJHGWRQDUURZ
WKHLUJDSZLWKWKH86LQUHDO*'3JURZWK
LQZKHUHDVXSXQWLOWKHUHZDV
QRGLIIHUHQWLDWLRQRQDYHUDJHEHWZHHQ(8
DQGHXUR]RQHPHPEHUVWDWHV )LJXUH 
+RZHYHU WKLV VLWXDWLRQ FKDQJHG
IURP  RQZDUGV )ROORZLQJ D VOLJKW
VORZGRZQ LQ  WKH 86 HFRQRP\
VWDUWHGJURZLQJPRGHVWO\DQGLVIRUHFDVW
WR FRQWLQXH RQ WKDW SDWK XQWLO  VHH
)LJXUH   7KH (XURSHDQ HFRQRPLHV
RQ WKH RWKHU KDQG LQ  H[SHULHQFHG DQ DFFHOHUDWLQJ GURS LQ WKHLU UHDO
RXWSXW JURZWK WKXV GLYHUJLQJ IURP WKH
86HFRQRP\ ZDVWKH\HDUZKHQWKH
VRYHUHLJQGHEWFULVLVEURNHRXWLQWKH(8
DQG ZKHQ WKH GUDPDWLF DWWHPSWV WR UHLQ
LQJRYHUQPHQWEXGJHWGH¿FLWVDQGSXEOLF
GHEWE\PHDQVRI¿VFDODXVWHULW\EHJDQ
$W WKH VDPH WLPH WKHUH GHYHORSHG D
VOLJKWGLYHUJHQFHRQDYHUDJHEHWZHHQWKH
(8 DQG WKH HXUR]RQH ZLWK WKH PHPEHU
VWDWHVRIWKHODWWHUH[SHULHQFLQJDGHHSHU
VORZGRZQ

18

7KH (XURSHDQ &RPPLVVLRQ¶V ODWHVWIRUHFDVWV  VXJJHVWWKDWSRVLWLYH
RXWSXWJURZWKLVRQWKHFDUGVIURP
RQZDUGV KRZHYHU RQ WKH &RPPLVVLRQ¶V
RZQDGPLVVLRQWKLVSURMHFWLRQLVVXEMHFW
WR VXEVWDQWLDO GRZQVLGH ULVNV WKDW DUH
FRQGLWLRQDO XSRQ WKH HIIHFWLYH UHVROXWLRQRIWKHHXUR]RQHFULVLV (YHQLIWKHVH
GRZQVLGH ULVNV ZHUH QRW WR PDWHULDOLVH
±DELJµLI¶JLYHQFXUUHQWGHYHORSPHQWV±
WKHUHODWLYHORVVLQRXWSXWERWKLQDEVROXWH WHUPV DQG LQ FRPSDULVRQ ZLWK WKH
86 HVSHFLDOO\ IROORZLQJ D UHFHVVLRQ DV
GHHSDVLQLVVXEVWDQWLDO
0RUHRYHU HYHQ WKH RSWLPLVWLF YHUVLRQ RI WKHVH IRUHFDVWV VXJJHVWV WKDW
HPSOR\PHQW ORVVHV ZLOO FRQWLQXH ZHOO
LQWR  LQ (XURSH VHH &KDSWHU   ,I
SURGXFWLYLW\ SHU ZRUNHU ZHUH WR JURZ
E\   SHU \HDU DQG SRSXODWLRQ ZHUH
WR LQFUHDVH E\   SHU \HDU ± WKDW LV
WKHLUORQJWHUPDYHUDJHVEHIRUHWKHFULVLV
± RXWSXW JURZWK ZRXOG QRW EH VXI¿FLHQW
WRJHQHUDWHQHZMREVLQ(XURSHOHWDORQH
PDNHXSIRUWKHORVVHVLQFXUUHGVLQFHWKH
RQVHWRIWKHFULVLV 7KLVZRXOGDGGDIXUWKHUGLPHQVLRQRIGLYHUJHQFHLQUHFRYHU\
EHWZHHQWKH(XURSHDQDQGWKH86HFRQRPLHVZLWKLPSOLFDWLRQVIRUWKHORQJWHUP
JURZWKSRWHQWLDO
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divergence and double-dip recession

Figure 1.2

Change in real GDP, 2008Q2-2012Q2
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Source: own calculations using Eurostat (2012).

'LYHUJHQFHLQUHDO
JURZWKZLWKLQ
(XURSH
7KH (8 HFRQRP\ GLG QRW GLYHUJH RQO\
RQ DYHUDJH LQ FRPSDULVRQ WR WKH 86
IRU GLYHUJHQW WUHQGV DUH FRQFHDOHG DOVR
EHQHDWKWKLVDYHUDJHLHZLWKLQWKH(8
$V VHHQ LQ )LJXUH  WKH ORVVHV LQ UHDO
RXWSXW EHWZHHQ WKH VHFRQG TXDUWHU RI
 ± ZKHQ WKH UHFHVVLRQ IROORZLQJ
WKH JOREDO FULVLV VWDUWHG ± DQG WKH VHFRQG TXDUWHU RI  KDYH YDULHG ZLGHO\
DQG WKHUH KDYH HYHQ EHHQ VHYHUDO PHPEHU VWDWHV ERWK ZLWKLQ DQG RXWVLGH WKH
HXUR]RQH ZKRVH UHDO RXWSXW DFWXDOO\
LQFUHDVHG GXULQJ WKLV SHULRG :KLOH WKH
DYHUDJHORVVLQRXWSXWLQWKH(8DVDZKROH
andZLWKLQWKHHXUR]RQHZDVPHPEHU VWDWHV VXFK DV /DWYLD H[SHULHQFHG D
ORVVRIQHDUO\ZKHUHDVPDQ\RWKHUV
ORVW WKUHH WLPHV DV PXFK RXWSXW DV WKLV
DYHUDJH 7KHELJJHVWORVHUVZHUHPHPEHU
VWDWHVWKDWH[SHULHQFHGHLWKHUDEDODQFH
RISD\PHQWV FULVLV RXWVLGH WKH HXUR]RQH
RU D VRYHUHLJQ GHEW FULVLV ZLWKLQ LW VHH
DOVR &KDSWHU 2  7KH IDFW WKDW DPRQJ
WKHVHPHPEHUVWDWHVPRVWDUHHLWKHUQHZ
PHPEHU VWDWHV 106  IURP &HQWUDO DQG
(DVWHUQ (XURSH &((  RU IRUPHU µFRKHVLRQ FRXQWULHV¶ IURP ZLWKLQ WKH (8

VXJJHVWVWKDWDQ\FRQYHUJHQFHLQUHDOSHU
FDSLWD LQFRPH WKDW KDG EHHQ DFKLHYHG
GXULQJ WKH HDUOLHU \HDUV RI (8 PHPEHUVKLS KDV DW EHVW VWDOOHG LI QRW EHHQ
UHYHUVHG VHH(78&DQG(78, 
2Q WKH RWKHU KDQG DPRQJ WKH PHPEHU
VWDWHV ZKRVH RXWSXW ORVVHV ZHUH VPDOOHU
WKDQDYHUDJHRUZKLFKH[SHULHQFHGSRVLWLYH JURZWK UDWHV RQH ¿QGV VRPH RI WKH
ULFKHVW(8HXUR]RQHPHPEHUVWDWHVEXW
DOVR 6ORYDNLD DQG 3RODQG 7KXV ZH VHH
WKDWFRQWUDU\WRKRSHVWKDW(8DFFHVVLRQ
ZRXOGERRVWFRQYHUJHQFHIRU106WKH
FULVLV KDV LQ PDQ\ FDVHV EURXJKW DERXW
GLYHUJHQFHUDWKHUWKDQFRQYHUJHQFH VHH
DOVR&KDSWHU 
7KH UHFHVVLRQ RI  GLG
QRW KLW DOO PHPEHU VWDWHV WR WKH VDPH
H[WHQW 7KH GLYHUJHQW WUHQGV RI WKDW
SHULRGZHUHDOOHYLDWHGGXULQJ
ZKHQ FRRUGLQDWHG ¿VFDO VWLPXOXV SROLFLHVZHUHSXUVXHGDFURVV(XURSH )LJXUH
  +RZHYHU GLYHUJLQJ WUHQGV LQ UHDO
RXWSXW JURZWK VXEVHTXHQWO\ UHHPHUJHG
EHWZHHQ±ZKHQWKHVRYHUHLJQGHEW
FULVLV LQ WKH HXUR]RQH VWDUWHG DQG WKH
VZLWFK WR DXVWHULW\ SROLFLHV WRRN SODFH ±
DQG 2QDYHUDJHWKH(8HXUR]RQH¶V
UHDO *'3 JUHZ E\   GXULQJ WKDW
SHULRG +RZHYHUWKHPHPEHUVWDWHVPRVW
KLW E\ WKH GHEW FULVLV ± *UHHFH 3RUWXJDO,WDO\6SDLQ±VDZRXWSXWORVVHVWKDW
UDQJHGIURPDOPRVWGRXEOHWRPRUHWKDQ
IRXUWLPHVWKHVHUDWHV 2QWKHRWKHUKDQG
WKH %DOWLF 6WDWHV ZKLFK H[SHULHQFHG
VRPHRIWKHELJJHVWORVVHVLQRXWSXWDIWHU

KDYHH[SHULHQFHGDVWURQJJURZWK
UHERXQG VLQFH  ZKLFK QHYHUWKHOHVV
KDV QRW FRPSOHWHO\ PDGH XS IRU WKHLU
HDUOLHU ORVVHV 2WKHU HXUR]RQH PHPEHU
VWDWHV VXFK DV *HUPDQ\ $XVWULD DQG
6ORYDNLD KDYH PDQDJHG WR UHFRYHU WKH
RXWSXW JURZWK ORVVHV RI  3RODQG
LVWKHRQO\(8PHPEHUVWDWHQRWWRKDYH
VXIIHUHGDQ\UHDOORVVHVLQRXWSXWJURZWK
VLQFH
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Figure 1.3

Current account balances (as % of GDP) EU27, 2008, 2012(f)
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$V\PPHWULF
UHEDODQFLQJRI
H[WHUQDOSRVLWLRQV
FXUUHQWDFFRXQW
LPEDODQFHV
7KHGLYHUJHQFHLQPDFURHFRQRPLFGHYHORSPHQWV EHWZHHQ  DQG  PDQLIHVWHG LWVHOI LQ VL]HDEOH FXUUHQW DFFRXQW
LPEDODQFHV *LYHQ WKDW DV )LJXUH 
VKRZVWKHFXUUHQWDFFRXQWVRIWKHHXUR]RQH DQG RI WKH (8 DV D ZKROH KDYH
UHPDLQHG DOPRVW LQ EDODQFH WKH LPEDODQFHV DPRQJ PHPEHU VWDWHV UHÀHFWHG
PRVWO\GLYHUJHQWHFRQRPLFGHYHORSPHQWV
ZLWKLQWKH(8HXUR]RQHUDWKHUWKDQZLWK
UHJDUGWRWKHUHVWRIWKHZRUOG )LJXUH
DOVRVKRZVWKDWWKHYDULDWLRQLQH[WHUQDO
SRVLWLRQVWKDWLVLQFXUUHQWDFFRXQWEDODQFHVRI(8PHPEHUVWDWHVZDVVXEVWDQWLDOO\ UHGXFHG EHWZHHQ  DQG 
ZLWKPRVWRIWKHDGMXVWPHQWKDYLQJEHHQ
ERUQH E\ WKRVH PHPEHU VWDWHV ZKLFK
IRXQG WKHPVHOYHV H[SHULHQFLQJ FXUUHQW
DFFRXQWGH¿FLWV ,QWKDWVHQVHWKHGLYHUJHQFH LQ FXUUHQW DFFRXQW EDODQFHV KDV
EHHQUHGXFHGVLQFHWKHRQVHWRIWKHFULVLV
7KHLQWHUHVWLQJTXHVWLRQKRZHYHULVKRZ
WKLVUHVXOWKDVEHHQDFKLHYHG

20

&XUUHQWDFFRXQWEDODQFHVDUHRIWHQ
LQWHUSUHWHG DV UHÀHFWLQJ WKH GLIIHUHQFH
EHWZHHQDFRXQWU\¶VH[SRUWVDQGLPSRUWV
ZLWK GH¿FLWV LQGLFDWLQJ KLJKHU LPSRUWV
WKDQH[SRUWV ,WIROORZVWKDWDQLPSURYHPHQWLQFRPSHWLWLYHQHVV WKDWLVWKHUHDO
H[FKDQJHUDWHRUWKHUHODWLYHSULFHV RIDQ
HFRQRP\FRXOGRWKHUWKLQJVEHLQJHTXDO
OHDG WR D GHFUHDVH LQ FXUUHQW DFFRXQW
GH¿FLW :LWKLQ WKH HXUR]RQH WKH HIIRUWV
RIPHPEHUVWDWHVWRUHEDODQFHWKHLUFXUUHQW DFFRXQW GH¿FLWV KDYH WKXV LQYROYHG
D VWUDWHJ\ RI µLQWHUQDO GHYDOXDWLRQ¶ WKDW
LVWKHVORZGRZQLQWKHLUZDJHDQGSULFH
JURZWK LQ DQ DWWHPSW WR LPSURYH WKHLU
FRPSHWLWLYHQHVV UHODWLYH WR PHPEHU
VWDWHV ZLWK FXUUHQW DFFRXQW VXUSOXVHV
DQG WKHUHE\ ERRVW WKHLU H[SRUWV UHODWLYH
WRWKHLULPSRUWV
,Q D ZRUOG ZLWK ULJLG SULFHV DQG
QRPLQDO ZDJHV DQG LQ WKH FDVH RI WKH
HXUR]RQH LQ WKH DEVHQFH RI D QRPLQDO
H[FKDQJH UDWH LPSURYHPHQWV LQ FRPSHWLWLYHQHVV DFKLHYHG WKURXJK DQ µLQWHUQDOGHYDOXDWLRQ¶DUHW\SLFDOO\SDLQIXODV
WKH\LQYROYHFXWVLQVDODULHVDQGHPSOR\PHQW 7KH\FDQZKDWLVPRUHWDNHWLPH
7KHHIIHFWLYHQHVVRILQWHUQDOGHYDOXDWLRQ
LVDOVRTXHVWLRQDEOHZKHQWKHVWUDWHJ\LV
IROORZHG E\ D ODUJH QXPEHU RI PHPEHU
VWDWHVDWWKHVDPHWLPH 2QWKHRQHKDQG
FRPSHWLWLYHQHVV LV D UHODWLYH FRQFHSW
DQG WKHUHIRUH ZKHQ WRR PDQ\ HFRQRPLHVWU\WRLPSURYHLWDJDLQVWHDFKRWKHU
HYHU JUHDWHU HIIRUWV DUH UHTXLUHG RQ WKH
RWKHUKDQGDWWHPSWVWRDFKLHYHLQWHUQDO

GHYDOXDWLRQ DOVR WDNH D WROO LQ GRPHVWLF
GHPDQG ZKLFK LQ WXUQ DIIHFWV GHPDQG
IRU LPSRUWV ZKLFK DUH DOVR WKH H[SRUWV
RIRWKHUWUDGLQJSDUWQHUVRIWHQWKHFRXQWULHVZKLFKDUHWU\LQJWRUHGXFHWKHLUFXUUHQW DFFRXQW GH¿FLWV WKURXJK DQ H[SRUW
H[SDQVLRQ 0RUHRYHUVXFKDVWUDWHJ\FDQ
XQGHUPLQHDWWHPSWVDWUHGXFLQJJRYHUQPHQWEXGJHWGH¿FLWVEHFDXVHRIWKHUHFHVVLRQLWLVOLNHO\WRJHQHUDWH $QDOWHUQDWLYH
URXWH WR UHEDODQFLQJ FXUUHQW DFFRXQW
GH¿FLWV LV WR UHGXFH WKH GHPDQG IRU
LPSRUWV E\ UHGXFLQJ GRPHVWLF GHPDQG
RU DV WKH RWKHU ZD\ RI LQWHUSUHWLQJ WKH
FXUUHQWDFFRXQWEDODQFHJRHVWRLQFUHDVH
GRPHVWLFVDYLQJ SXEOLFDQGSULYDWH RYHU
LQYHVWPHQW 7KLVFDQEHDQROHVVSDLQIXO
DQG HYHQ OHVV VXVWDLQDEOH SURFHVV WKDQ
WKH LQWHUQDO GHYDOXDWLRQ RSWLRQ H[FHSW
WKDW LW FDQ VRPHWLPHV EH HQJLQHHUHG
UHODWLYHO\ PRUH TXLFNO\ )LVFDO DXVWHULW\
PHDVXUHVFRQWULEXWHWRLWVDFKLHYHPHQW
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Change in current account balance as % of
GDP (p.p.), eurozone, 2008-2012 (f)

Figure 1.4

Exports and the current account balance, eurozone member states, 2008-2012 (f)
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Change in current account balance as % of
GDP (p.p.) 2008-2012

Figure 1.5

Domestic demand and the current account, eurozone member states, 2008-2012
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'RPHVWLFGHPDQG
UDWKHUWKDQ
H[SRUWVDFFRXQWLQJ
IRUFRUUHFWLRQRI
LPEDODQFHV

)LJXUHVDQGVXJJHVWWKDWGRPHVWLF
GHPDQG GHYHORSPHQWV DFFRXQWHG IRU D
IDUODUJHUSDUWRIWKHDGMXVWPHQWLQFXUUHQWDFFRXQWLPEDODQFHVZLWKLQWKHHXUR]RQH ± DQG HVSHFLDOO\ LQ PHPEHU VWDWHV
ZLWK FXUUHQW DFFRXQW GH¿FLWV ± EHWZHHQ
 DQG  HVWLPDWHG YDOXHV  WKDQ
GLG FKDQJHV LQ H[SRUW SHUIRUPDQFH
7KH UHVSHFWLYH DVVRFLDWLRQV IRU WKH (8
PHPEHUVWDWHV QRWLOOXVWUDWHGKHUH VXJJHVW WKDW DFWXDOO\ H[SRUWV DFFRXQWHG IRU
D KLJKHU EXW VWLOO UHODWLYHO\ VPDOO SDUW
RI WKH FXUUHQW DFFRXQW LPEDODQFH WKDQ
GLG GHYHORSPHQWV LQ GRPHVWLF GHPDQG

7KLV VLWXDWLRQ LV DFWXDOO\ QRW PXFK GLIIHUHQW IURP ZKDW KDSSHQHG GXULQJ WKH
SHULRG  ZKHQ GLYHUJHQFH LQ
GRPHVWLFGHPDQGZDVDIDUPRUHLPSRUWDQWIDFWRUIRUWKHULVHRIFXUUHQWDFFRXQW
LPEDODQFHV LQ WKH HXUR]RQH WKDQ ZDV
GLYHUJHQFHLQH[SRUWSHUIRUPDQFH (XURSHDQ &RPPLVVLRQ    :KLOH WKH
H[WHQW RI GLYHUJHQFH LQ FXUUHQW DFFRXQW
EDODQFHV WKDW ZDV HYLGHQW LQ  KDV
QRZEHHQUHGXFHGWKLVDGMXVWPHQWSURFHVV KDV WDNHQ SODFH LQ ZD\V WKDW IXHOOHG
GLYHUJHQFH LQ RWKHU UHDO YDULDEOHV PRVW
QRWDEO\UHDORXWSXWJURZWK
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Figure 1.6

Gross public debt as % of GDP in the EU27, 2008, 2010, 2012, 2014
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6RYHUHLJQGHEWDQG
EDQNLQJFULVHVWKH
OHWKDOIHHGEDFNORRS
7KH SXEOLF ¿QDQFHV RI LQGLYLGXDO FRXQWULHV DV PHDVXUHG E\ WKH JURVVGHEWWR
*'3 UDWLR VWDUWHG GHWHULRUDWLQJ VRRQ
DIWHU WKH RQVHW RI WKH JOREDO ¿QDQFLDO
FULVLV LQ  SDUWO\ GXH WR WKH UHFHVVLRQWKDWIROORZHGLWDQGSDUWO\GXHWRWKH
¿VFDO VWLPXOXV PHDVXUHV XQGHUWDNHQ LQ
 WR FRXQWHUDFW LW ,Q WKH (8
IURP  WKH SROLF\ GLUHFWLRQ FKDQJHG
WRZDUGV ¿VFDO DXVWHULW\ +RZHYHU WKLV
GHWHULRUDWLRQ ZDV QRW HYHQO\ GLVWULEXWHG 0HPEHUVWDWHVWKDWVDZWKHELJJHVW
LQFUHDVHV LQ WKHLU JURVVGHEWWR*'3
UDWLRVDUHDOVRWKRVHZKLFKVDZWKHZRUVW
UHGXFWLRQV LQ WKHLU UHDO RXWSXW JURZWK
PRVW QRWDEO\ *UHHFH ,UHODQG 3RUWXJDO
6SDLQ&\SUXV6ORYHQLDEXWDOVRWKH8.
5RPDQLD /DWYLD DQG /LWKXDQLD 7KHVH
ZHUH DOVR WKH PHPEHU VWDWHV WKDW KDG
IDFHG VRYHUHLJQ GHEW DQGRU EDODQFH
RISD\PHQWV FULVHV LQ WKH PDUNHWV VLQFH
 DQG ZKLFK LQ UHVSRQVH KDG SXUVXHGWKHWRXJKHVWDXVWHULW\SURJUDPPHV
ZKHWKHURUQRWDVDFRQGLWLRQIRUUHFHLYLQJ ¿QDQFLDO KHOS IURP WKH (8 DQG WKH
,0) VHH DOVR &KDSWHU   2I WKHVH RQO\
*UHHFHEHIRUHWKHFULVLVVWDUWHGDQGWKH

22

DXVWHULW\ SROLFLHV ZHUH DGRSWHG KDG D
GHEW*'3UDWLRWKDWZDVKLJKHQRXJKWR
KDYH D SRWHQWLDOO\ DGYHUVH HIIHFW RQ RXWSXWJURZWK FI5HLQKDUWet al. 
7KHGHEWWR*'3UDWLRVDUHIRUHFDVW
WRLQFUHDVHRUUHPDLQDWKLJKHUOHYHOVLQ
 LQ DOO EXW D KDQGIXO RI FRXQWULHV
QDPHO\ *HUPDQ\ +XQJDU\ /LWKXDQLD
DQG 6ZHGHQ EXW HYHQ LQ WKHVH ODWWHU
FDVHVDQ\GHFUHDVHLVOLNHO\WREHVPDOO
5DWKHU WKDQ ERRVWLQJ FRQ¿GHQFH LQ WKH
VXVWDLQDELOLW\ RI SXEOLF GHEW DXVWHULW\
SROLFLHVDQGWKHLUDGYHUVHHIIHFWVRQUHDO
RXWSXWJURZWKKDYHXQGHUPLQHGLWOHDGLQJ WR SHUVLVWHQWO\ KLJKHU GHEWWR*'3
UDWLRV
7KH GHHS UHFHVVLRQ H[SHULHQFHG
E\ VHYHUDO PHPEHU VWDWHV DQG WKH ZRUVHQLQJ VRYHUHLJQ GHEW FULVLV ZHUH IXUWKHU
UHLQIRUFHG E\ DQG IHG LQWR WKH FULVLV RI
EDQNLQJ V\VWHPV LQ (XURSH 7KH YDOXH
RIDVVHWVRIEDQNVHVSHFLDOO\LQDIIHFWHG
FRXQWULHV ZDV UHGXFHG E\ WKH FRPELQDWLRQRIUHFHVVLRQ±ZKLFKPDGHQXPHURXV
ORDQVXQVHUYLFHDEOH±DQGWKHVRYHUHLJQ
GHEW FULVHV JLYHQ WKDW EDQNV DUH DPRQJ
WKHELJJHVWKROGHUVRIJRYHUQPHQWERQGV
RI WKH FRXQWU\ LQ ZKLFK WKH\ DUH EDVHG
7KHVH ORVVHV LQ DVVHW YDOXH JHQHUDWHG
FRQFHUQV DERXW WKH FDSDFLW\ RI EDQNV WR
RSHUDWH RQ D VRXQG EDVLV 7KH SRWHQWLDO
QHHG IRU EDQN EDLORXWV ZRXOG SXW IXUWKHU SUHVVXUH RQ WURXEOHG JRYHUQPHQWV¶
EDODQFH VKHHWV WKXV IXUWKHU ZRUVHQLQJ H[SHFWDWLRQV DERXW WKH VXVWDLQDELOLW\ RI WKHLU SXEOLF ¿QDQFHV 0RUHRYHU

WKH H[SRVXUH RI EDQNV WR WKH SRWHQWLDOO\
XQVXVWDLQDEOHGHEWRIVRYHUHLJQVZDVQRW
UHVWULFWHG E\ QDWLRQDO ERUGHUV 7KXV WKH
VRYHUHLJQGHEWFULVLVJHQHUDWHGSUREOHPV
LQEDQNVDFURVV(XURSH ,QWKLVZD\ZLWK
WKH VSUHDG RI WKH VRYHUHLJQ GHEW FULVLV
WKH OHWKDO ORRS EHWZHHQ VRYHUHLJQ GHEW
DQGEDQNLQJV\VWHPVFDPHPRUHSURPLQHQWO\WRWKHIRUHLQ
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Figure 1.7

Government budget deficits: Total, primary (excl. interest) and primary structural (cyclically adjusted excl. interest)
(% of GDP) EU27, 2012
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$XVWHULW\
XQGHUPLQHGSXEOLF
¿QDQFHV
7KH UHYHUVDO RI JRYHUQPHQW EXGJHW GH¿FLWVZKLFKVRDUHGDIWHUKDVEHHQ
D SDLQIXO SURFHVV VLQFH  HVSHFLDOO\
IRU WKRVH PHPEHU VWDWHV ZKRVH JRYHUQPHQWVIDFHGVRYHUHLJQGHEWFULVHVLQWKH
¿QDQFLDO PDUNHWV ,W ZDV LQ WKHVH FRXQWULHV WKDW DXVWHULW\ SROLFLHV ZHUH PRVW
VHYHUHDQGWKDWLQPRVWFDVHVWKH\GHHSHQG WKH UHFHVVLRQV WKDW XQGHUPLQHG WKH
SXUSRVHRI¿VFDOFRQVROLGDWLRQ $V)LJXUH
DERYHVKRZV*UHHFH,WDO\DQG3RUWXJDO WKDW LV FRXQWULHV ZKLFK XQGHUWRRN
VRPH RI WKH PRVW VZHHSLQJ DXVWHULW\
PHDVXUHVKDGDPRQJWKHELJJHVWJRYHUQPHQWEXGJHWVXUSOXVHVLIWKHLQWHUHVWSD\PHQWVZKLFKVRDUHGGXHWRWKHFULVLVDUH
H[FOXGHG DQG WKH HIIHFWV RI UHFHVVLRQ RQ
JRYHUQPHQW UHYHQXHV DQG H[SHQGLWXUHV
DUH QHWWHG RXW <HW WKH WRWDO EXGJHW EDODQFHVRIWKHLUJRYHUQPHQWVDUHH[SHFWHG
WRUHJLVWHUVRPHRIWKHKLJKHVWGH¿FLWVLQ
 7KLV GLVFUHSDQF\ XQGHUOLQHV WKH
GHWULPHQWDO HIIHFWV RI DXVWHULW\ RQ UHDO
RXWSXWJURZWK
5HFHQW UHVHDUFK E\ WKH ,QWHUQDWLRQDO 0RQHWDU\ )XQG ,0)   KDV
VXJJHVWHG WKDW WKH DGYHUVH HIIHFWV RI

¿VFDO DXVWHULW\ RQ HFRQRPLF DFWLYLW\ DV
VXPPDULVHG E\ WKH µ¿VFDO PXOWLSOLHU¶ 
ZHUHOLNHO\WREHPXFKJUHDWHUWKDQKDG
EHHQ DVVXPHG ZKHQ WKH DGMXVWPHQW
SURJUDPPHV ZHUH GHVLJQHG HVSHFLDOO\
IRU WKRVH PHPEHU VWDWHV WKDW UHFHLYHG
¿QDQFLDO VXSSRUW LQ H[FKDQJH IRU FRQGLWLRQDOLW\ SURJUDPPHV 7KH UHDVRQV IRU
WKHVH ODUJHUWKDQH[SHFWHG HIIHFWV DUH
WREHIRXQGLQWKHVHWXSRIWKHHXUR]RQH
EXWDOVRLQWKHVSHFL¿FFLUFXPVWDQFHVRI
WKHFULVLV 7KHHIIHFWVRI¿VFDOFRQVROLGDWLRQRQHFRQRPLFDFWLYLW\LQWKHVKRUWWR
PHGLXPUXQDUHOLNHO\WREHOHVVDGYHUVH
LI ¿VFDO DXVWHULW\ PHDVXUHV FDQ EH FRPELQHGZLWKDQDFFRPPRGDWLQJDQGHIIHFWLYHPRQHWDU\SROLF\WKDWDOORZVLQWHUHVW
UDWHVWRIDOO ,QWKHHXUR]RQHWKLVKDVQRW
EHHQ SRVVLEOH ERWK EHFDXVH PRQHWDU\
SROLF\LVQRWVHWGHSHQGLQJRQWKHQHHGV
RI VSHFL¿F PHPEHU VWDWHV DQG EHFDXVH
LQWHUHVW UDWHV KDYH EHHQ YHU\ FORVH WR
]HURDVVXFKWKHUHZDVQRVFRSHIRUODUJH
UHGXFWLRQV 0RUHRYHU WKH LQWHUFRQQHFWLRQEHWZHHQVRYHUHLJQGHEWDQGEDQNLQJ
FULVHVKDVPHDQWWKDWWKHJURZWKRIFUHGLW
IURP EDQNV WR KRXVHKROGV DQG ¿UPV
HVSHFLDOO\LQWKHPHPEHUVWDWHVWKDWKDYH
EHHQ PRVW DIIHFWHG E\ WKHVH FULVHV DQG
UHFHVVLRQKDVEHHQKHDYLO\FRQVWUDLQHG
7KHUHIRUH LQ DGGLWLRQ WR XQGHUPLQLQJ
¿VFDO FRQVROLGDWLRQ DXVWHULW\ SROLFLHV
KDYHDOVREHHQGULYLQJGLYHUJHQFHLQUHDO
RXWSXWJURZWKLQWKHHXUR]RQH
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Macroeconomic policy responses

Figure 1.8

Change in structural government balance (as % of GDP-excl. interest payments), EU27, 2010-2012(f)
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8QFRRUGLQDWHG
¿VFDODXVWHULW\
'LYHUJHQFH ZDV REVHUYHG LQ WKH VWDQFH
RI ¿VFDO SROLFLHV ZLWKLQ WKH (8 DQG
WKH HXUR]RQH LQ SDUWLFXODU )LJXUH 
VKRZV WKH FKDQJH LQ SULPDU\ VWUXFWXUDO
JRYHUQPHQW EDODQFH WKDW LV WKH GLIIHUHQFH EHWZHHQ UHYHQXHV DQG H[SHQGLWXUH
H[FOXGLQJ LQWHUHVW SD\PHQWV RQFH WKH
EXVLQHVV F\FOH WKDW LV WKH VWDWH RI WKH
HFRQRP\ KDV EHHQ WDNHQ LQWR DFFRXQW 
LQWKH(8EHWZHHQDQG The
FKDQJH LQ WKLV EDODQFH FDQ EH WKRXJKW
RI DV DQ LQGLFDWRU RI GLVFUHWLRQDU\ ¿VFDO
SROLF\ VWDQFH LQ WKH (8 :H VHH WKDW
RQDYHUDJHERWKLQWKH(8DQGWKHHXUR]RQH GLVFUHWLRQDU\ ¿VFDO SROLF\ VWDQFHV
ZHUH WLJKWHQHG WKDW LV SXEOLF VSHQGLQJ
ZDV FXW DQG WD[HV ZHUH UDLVHG ,Q RWKHU
ZRUGV ¿VFDO SROLFLHV KDYH EHHQ WLOWHG
WRZDUGV ¿QDQFLDO  DXVWHULW\ LQ VSLWH RI
WKHGRXEOHGLSUHFHVVLRQIDFLQJWKHEU
%HQHDWK WKHVH DYHUDJHV ZH DOVR
VHHWKDWRQO\DKDQGIXORIPHPEHUVWDWHV
GLG QRW WLJKWHQ WKHLU GLVFUHWLRQDU\ ¿VFDO SROLFLHV QDPHO\ (VWRQLD 'HQPDUN
/X[HPERXUJ 6ZHGHQ DQG )LQODQG
HXUR]RQH PHPEHU VWDWHV ZKLFK UHFHLYHG
¿QDQFLDO VXSSRUW LQ H[FKDQJH IRU FRQGLWLRQDOLW\ SURJUDPPHV RI ¿VFDO DQG FXUUHQW DFFRXQW DGMXVWPHQW WLJKWHQHG WKHLU
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SROLFLHV WKH PRVW DORQJ ZLWK WKH 8.
5RPDQLD /DWYLD DQG *HUPDQ\ ZKLFK
WLJKWHQHGWKHPE\PRUHWKDQDYHUDJHLQ
WKH EU 2I WKHVH 5RPDQLD DQG /DWYLD
KDYH DOVR EHHQ XQGHU (8 DQGRU ,0)
VXUYHLOODQFH 2Q WKH RWKHU KDQG LQ WKH
8. DQG *HUPDQ\ WKH FKDQJH LQ SROLF\
VWDQFH KDV EHHQ GLFWDWHG PRUH E\ WKH
YLHZV RI WKH UHVSHFWLYH JRYHUQPHQWV
ZKLFK DGKHUH WR ¿VFDO UHFWLWXGH LQ VSLWH
RI PDFURHFRQRPLF FRQGLWLRQV WKDQ E\
PDUNHW SUHVVXUHV HVSHFLDOO\ LQ *HUPDQ\ 2WKHU ODUJH (8 HFRQRPLHV VXFK
DV)UDQFH,WDO\6SDLQDQG3RODQGKDYH
DOVR WLJKWHQHG WKHLU GLVFUHWLRQDU\ ¿VFDO
SROLF\HIIRUWDOPRVWDVPXFKDVWKHDYHUDJHLQWKHEU
7KHVH GHYHORSPHQWV ZKHQ FRQVLGHUHG WRJHWKHU ZLWK WKH UHDO RXWSXW
JURZWK SDWWHUQ LQ WKH EU DUH UHDVRQV
IRUFRQFHUQDERXWWKHDSSURSULDWHQHVVRI
WKH (XURSHDQ UHVSRQVH WR WKH VRYHUHLJQ
GHEWFULVLVLQWKHHXUR]RQH )RURQHWKLQJ
PHPEHUVWDWHVOLNH6SDLQDQG,WDO\KDYH
EHHQ GUDZQ LQWR WKH FULVLV HYHQ WKRXJK
WKHLU IXQGDPHQWDOV DW LWV RQVHW GLG QRW
VXJJHVW WKDW WKH\ ZHUH LQVROYHQW )RU
DQRWKHUWKHVHVWDQFHVUHYHDOWKHDEVHQFH
RIDVHQVHRIFRRUGLQDWLRQDFURVVLQGLYLGXDO PHPEHU VWDWHV¶ ¿VFDO SROLF\ HIIRUWV
VR WKDW WKRVH ZKRVH JRYHUQPHQWV KDYH
QRWEHHQIDFLQJSUREOHPVRIFRQ¿GHQFHLQ
WKHPDUNHWVXVHWKHLU¿VFDOSROLFLHVZLWK
D YLHZ WR VWLPXODWLQJ DJJUHJDWH GHPDQG
LQ WKH DUHD DV D ZKROH $V )LJXUHV 
DQGVXJJHVWWKHDJJUHJDWH(8DQG

HXUR]RQH GHEW DQG JRYHUQPHQWEXGJHW
GH¿FLWWR*'3 UDWLRV DUH QRW H[FHVVLYHO\
KLJK HVSHFLDOO\ JLYHQ WKH GRXEOHGLS
UHFHVVLRQ H[SHULHQFHG LQ WKH DUHD ,Q
RWKHU ZRUGV WKH SXEOLF ¿QDQFHV RI WKH
(8DQGWKHHXUR]RQHDVDZKROHDUHQRW
XQVXVWDLQDEOH <HW DV WKHVH JUDSKV DOVR
VXJJHVWWKHSUREOHPORDGVDUHXQHYHQO\
GLVWULEXWHG DFURVV PHPEHU VWDWHV DQG
WKLV ZRXOG DSSHDU WR PDNH FRRUGLQDWLRQ RI SROLF\ VWDQFHV HYHU PRUH LPSRUWDQW ERWK IRU RYHUFRPLQJ WKH FULVLV DQG
IRUGRLQJVRLQDZD\WKDWDYRLGVIXUWKHU
GLYHUJHQFHLQRXWSXWJURZWK
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Macroeconomic policy responses

Figure 1.9

Central Bank policy rates, ECB, BoE, FED, 2008-2012
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0RQHWDU\SROLF\
PDVWHUVWURNHVRU
PXGGOLQJWKURXJK"
7KH(XURSHDQ&HQWUDO%DQN (&% XQGHUWRRNDVHULHVRISROLF\LQLWLDWLYHVWRZDUGV
WKH HQG RI  DQG LQ  ,Q DXWXPQ
LWDQQRXQFHGWKHODXQFKRILWV/RQJ
7HUP 5H¿QDQFLQJ 3URJUDPPH WRZDUGV
EDQNLQJ LQVWLWXWLRQV RI WKH HXUR]RQH
7KHPRYHZDVLQWHQGHGWRSURYLGHPHDQV
RI DOOHYLDWLQJ WKH VRYHUHLJQ GHEW FULVLV
E\ FKDQQHOOLQJ OLTXLGLW\ WR WKH EDQNV
ZKLFKFRXOGWKHQEX\GLVWUHVVHGJRYHUQPHQWERQGVDQGWKHUHE\KHOSUHGXFHWKH
VSUHDGV LQ LQWHUHVW UDWHV RI WKH DIIHFWHG
VRYHUHLJQERQGVRYHUWKRVHRI*HUPDQ\
$OWKRXJK WKHUH ZHUH VLJQV RI HIIHFWLYHQHVV LQ SUDFWLFH WKLV PRYH LQWHQVL¿HG
WKH YLFLRXV OLQN EHWZHHQ VRYHUHLJQ GHEW
DQG EDQNLQJ FULVHV DV WKH VXVWDLQDELOLW\
RISXEOLFGHEWLQVHYHUDOFRXQWULHVGLGQRW
LPSURYH VHHDERYHLQWKLVFKDSWHU 
,Q WKH VXPPHU RI  0DULR
'UDJKLDQQRXQFHGLQSXEOLFWKDWWKH(&%
ZRXOGGRµZKDWHYHULWWDNHV¶WRDYHUWWKH
GLVVROXWLRQRIWKHHXUR]RQHDVDUHVXOWRI
DJRYHUQPHQWGHIDXOWLQJRQLWVGHEWDQG
UHLQWURGXFLQJ LWV RZQ FXUUHQF\ $ FRQGLWLRQIRUWKDWZRXOGEHWKDWWKHJRYHUQPHQWIDFLQJGLVWUHVVLQWKHVRYHUHLJQGHEW

PDUNHWVZRXOGKDYHWRDSSO\IRUVXSSRUW
IURPWKH(60DQGVLJQXSZLWKWKH(8
WKH(&%DQGWKH,0)IRUDFRQGLWLRQDOLW\
SURJUDPPHLQH[FKDQJH 7KLVPRYHDOVR
DSSHDUHG WR KDYH LPSUHVVHG VRYHUHLJQ
GHEW PDUNHWV +RZHYHU WR WKH H[WHQW
WKDW WKH (8 DSSURDFK RI XQFRRUGLQDWHG
¿VFDO DXVWHULW\ FRQWLQXHV WR GRPLQDWH
WKHSKLORVRSK\RIWKHFRQGLWLRQDOLW\SURJUDPPHV DWWDFKHG WR (06 VXSSRUW DQG
DV ORQJ DV WKH IHHGEDFN ORRS EHWZHHQ
VRYHUHLJQGHEWDQGEDQNLQJFULVHVLVQRW
EURNHQ E\ WKH FUHDWLRQ RI DQ DGHTXDWH
EDQNLQJ XQLRQ WKH PHGLXPWHUP HIIHFWLYHQHVV RI WKH (&%¶V FRPPLWPHQW WR
DYHUWLQJ WKH EUHDNXS RI WKH HXUR]RQH LV
TXHVWLRQDEOH
/DVW EXW QRW OHDVW LQ -XO\ 
WKHUHZDVDUHGXFWLRQLQWKHEDQN¶VPDLQ
UH¿QDQFLQJUDWHIURPWRZKLFK
QHYHUWKHOHVVNHSWLWDERYHWKHUHVSHFWLYH
PDLQ UDWHV RI ERWK WKH %DQN RI (QJODQG
DQG WKH 86 )HGHUDO 5HVHUYH )(' VHH
)LJXUH 
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Looking ahead:
is the observed divergence likely to dissipate?

Figure 1.10

Long-term real interest rates (deflator GDP), EU27, eurozone, US, 2008-2010
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/RQJWHUPUHDO
LQWHUHVWUDWH
GLYHUJHQFH
(XURSHYVWKH86
$V )LJXUH  VKRZV ORQJWHUP UHDO
LQWHUHVW UDWHV UHPDLQHG RQ DYHUDJH
KLJKHULQ(XURSHWKDQLQWKH86EHWZHHQ
DQGDVWKH\DOVRGHFOLQHGE\
OHVVEHWZHHQDQG 7KHVHLQWHUHVW UDWHV DUH LPSRUWDQW GHWHUPLQDQWV RI
LQYHVWPHQWGHFLVLRQVLQDQHFRQRP\DQG
E\ LPSOLFDWLRQ RI LWV JURZWK SURVSHFWV
DQG SXEOLF ¿QDQFH VXVWDLQDELOLW\ ZLWK
KLJKHULQWHUHVWUDWHVKDYLQJDGHWULPHQWDO HIIHFW 7KH\ DUH FDOFXODWHG XVLQJ WKH
LQWHUHVW UDWH RQ ORQJWHUP JRYHUQPHQW
ERQGV DGMXVWHG IRU H[SHFWHG LQÀDWLRQ
*LYHQ WKH DGYDQFHG GHJUHH RI ¿QDQFLDO
LQWHJUDWLRQ GLYHUJHQFH LQ UHDO LQWHUHVW
UDWHVDPRQJ¿QDQFLDOO\LQWHJUDWHGFRXQWULHVUHÀHFWVWRDODUJHH[WHQWGLYHUJHQW
¿QDQFLDO ULVN SUHPLXPV DFURVV WKHP
&RPPRQ XQGHUO\LQJ FDXVHV RI WKH VL]H
RI VXFK SUHPLXPV DUH WKH LQYHVWRUV¶
SHUFHLYHGULVNRIGHIDXOWLQWXUQDIXQFWLRQ RI WKH SHUFHLYHG VXVWDLQDELOLW\ RI D
JRYHUQPHQW¶V ¿VFDO SRVLWLRQ H[SHFWHG
PDUNHW YRODWLOLW\ DQG XQFHUWDLQW\ DERXW
IXWXUHLQÀDWLRQGHYHORSPHQWVDWWKHURRW
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RIZKLFKZHPD\DOVR¿QGXQVXVWDLQDEOH
GHEW SDWKV *LYHQ WKHVH IDFWRUV WKH GLIIHUHQFHEHWZHHQWKH(8DQGHXUR]RQH
DYHUDJHV LQ  LV HYHQ PRUH VWULNLQJ
DQGDVLJQRIGLYHUJHQWGHYHORSPHQWVWKDW
DUHOLNHO\WRODVWZLWKHXUR]RQHPHPEHU
VWDWHV EHLQJ RQ DYHUDJH PRUH DGYHUVHO\
DIIHFWHG WKDQ WKH (8 $OWKRXJK WKH VRYHUHLJQ GHEW FULVLV GLG QRW HPHUJH LQ WKH
HXUR]RQHXQWLOHDUO\WKHLOOXVWUDWHG
ORQJWHUP UHDO LQWHUHVW UDWHV VXJJHVW
WKDW WKH (8¶V DSSURDFK WR UHVROYLQJ LW
ZDV DOUHDG\ QRW FRQYLQFLQJ DW WKDW WLPH
LQWHUPVRIHIIHFWLYHQHVV $WWKHKHDUWRI
WKLVGLIIHUHQFHLVWKHIDFWWKDWWKHVRYHUHLJQGHEWDQGEDQNLQJFULVHVKDYHPRVWO\
DIIHFWHG WKH HXUR]RQH ZKLOH LW KDV DOVR
EHHQ WKH IDLOXUH WR WDFNOH WKHVH FULVHV
HIIHFWLYHO\ ZLWKLQ WKH HXUR]RQH WKDW KDV
IXHOOHG WKH GLYHUJHQFH LQ ORQJWHUP UHDO
LQWHUHVW UDWHV ZLWK WKH (8 5DWKHU
WKDQEHLQJDVRXUFHRIVWDELOLW\HXUR]RQH
PHPEHUVKLS KDV LQ DFWXDO IDFW JHQHUDWHG PRUH WXUEXOHQFH IRU LWV PHPEHUV
XQGHUWKHFXUUHQWFLUFXPVWDQFHV

US

1.
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Looking ahead:
is the observed divergence likely to dissipate?

Figure 1.11

Long-term real interest rates (deflator GDP), eurozone, 2008-2011

16

2008

2009

2010

2011

14
12
10
8
6
4
2
0
-2
-4
-6
LU

FI

AT

NL

DE

FR

BE

MT

SK

CY

SI

IT

ES

EE

IE

PT

GR

Source: own calculations using AMECO (2012).

(XUR]RQHUHDO
LQWHUHVWUDWH
GLYHUJHQFH
FRQWLQXHG
:KHQ ZH ORRN EHQHDWK WKH HXUR]RQH
DYHUDJHZHDOVRVHHDODUJHGLYHUJHQFHLQ
ORQJWHUPUHDOLQWHUHVWUDWHVDPRQJPHPEHU VWDWHV /RQJWHUP UHDO LQWHUHVW UDWHV
URVH PRVW LQ WKH HXUR]RQH SHULSKHU\ LQ
WKRVH PHPEHU VWDWHV WKDW KDYH EHHQ RQ
WKHYHUJHRI IDFLQJVRYHUHLJQGHEWFULVHV
QDPHO\*UHHFH3RUWXJDO,UHODQG6SDLQ
,WDO\EXWDOVR6ORYHQLD ,QDOOWKHVHFRXQWULHV ZLWK WKH H[FHSWLRQ RI ,UHODQG WKH
XSZDUGWUHQGLQLQWHUHVWUDWHVFRQWLQXHG
LQWKDWLVDIWHUWKH(8¶VDSSURDFKWR
GHDOLQJZLWKWKHFULVLVKDGEHHQUHYHDOHG
7KLV GHYHORSPHQW LV D UHYHUVDO RI ZKDW
KDG KDSSHQHG XS WR  $V LV ZHOO
NQRZQGLYHUJHQWLQÀDWLRQUDWHVEHWZHHQ
WKH FRUH DQG WKH SHULSKHU\ KDG OHG WR
ORZHU UHDO LQWHUHVW UDWHV LQ WKH ODWWHU LQ
VSLWH RI WKH FRPPRQ PRQHWDU\ SROLF\ RI
WKH(&% 7KLVLVLOOXVWUDWHGLQ)LJXUH
 GDWD  +RZHYHU DIWHU WKH RQVHW
RI WKH FULVLV WKLV VLWXDWLRQ ZDV UHYHUVHG
WR UHÀHFW WKH KHLJKWHQHG PDUNHW SHUFHSWLRQV RI WKH ULVN RI VRYHUHLJQ GHIDXOW
DQG FXUUHQF\ FRQYHUVLRQ WKDW LV RI D

FRXQWU\ GHFLGLQJ WR OHDYH WKH HXUR]RQH 
LQWKHSHULSKHU\PHPEHUVWDWHVWKDWZHUH
DIIHFWHG ,QIDFWWKLVUHYHUVDOKDVOHGWR
D IDU PRUH GUDPDWLF GLYHUJHQFH SDWWHUQ
LQORQJWHUPLQWHUHVWUDWHVDQGWKHLPSOLFDWLRQV RI VXFK GLYHUJHQFH LQ WHUPV RI
GHPDQG DQG RXWSXW JURZWK DUH QRW GLI¿FXOWWRJUDVS 8SXQWLOGLYHUJHQFH
KDGEHHQPXFKPRUHOLPLWHGDQG\HWKDG
OHGWRVXEVWDQWLDOFXUUHQWDFFRXQWLPEDODQFHV ZKLFK ZHUH ODUJHO\ DFFRXQWHG IRU
E\ GLYHUJHQFH LQ GRPHVWLF GHPDQG FRQGLWLRQV (XURSHDQ&RPPLVVLRQ 
7KLV LV D FOHDU VLJQ WKDW WKH SROLF\
UHVSRQVHV WR WKH HXUR]RQH FULVLV DUH
XQOLNHO\ WR VWHP WKH GLYHUJHQW WUHQGV LQ
RXWSXW JURZWK WKDW ZHUH GRFXPHQWHG LQ
D SUHYLRXV VHFWLRQ DV WKH\ KDYH IDLOHG
WR IXQGDPHQWDOO\ GLVSHO IHDUV DERXW WKH
EUHDNXS RI WKH HXUR RU WR UHVWRUH FRQ¿GHQFH LQ WKH VXVWDLQDELOLW\ RI WKH SXEOLF ¿QDQFHV RI VHYHUDO PHPEHU VWDWHV
DQG WKH VROLGLW\ RI WKH EDQNLQJ V\VWHPV
LQ WKH HXUR]RQH 2Q WKH RQH KDQG WKH
LQVLVWHQFH RQ VWUDWHJLHV RI XQDEDWHG ¿VFDODXVWHULW\DFURVVWKHDUHDLQWKHIDFHRI
IDVW VSUHDGLQJ IDOWHULQJ PDFURHFRQRPLF
FRQGLWLRQV DQG WKH XQEDODQFHG IRFXV
RQ DWWHPSWV WR SURYH ¿VFDO UHFWLWXGH DV
D PHDQV RI UHVWRULQJ PDUNHW FRQ¿GHQFH
DQGDYRLGLQJLVVXHVRIPRUDOKD]DUGWKDW
FRXOG IROORZ IURP EDLORXWV DQG RQ WKH
RWKHU KDQG WKH XQFRRUGLQDWHG XQLODWHUDO DSSURDFK WR UHEDODQFLQJ FXUUHQW
DFFRXQW LPEDODQFHV WKURXJK VWUDWHJLHV
RIµLQWHUQDOGHYDOXDWLRQ¶LQWKHHXUR]RQH

KDYH SHUSHWXDWHG WKH HFRQRPLF VOXPS
DQGGHWHULRUDWHGH[SHFWDWLRQVDERXWGHEW
VXVWDLQDELOLW\
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Looking ahead:
is the observed divergence likely to dissipate?

Figure 1.12

Monetary Financial Institutions loans to non-financial corporations
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7KHEUHDNGRZQ
RIWKH(&%¶V
PRQHWDU\SROLF\
WUDQVPLVVLRQ
PHFKDQLVP
0RUHRYHU VWURQJ SROLWLFDO UHVLVWDQFH
WR WKH FUHDWLRQ RI DQ HIIHFWLYH EDQNLQJ
XQLRQRQWKHJURXQGVWKDWLWZRXOGLPSO\
WKHSRROLQJRIEDQNLQJULVNVDWWKHHXUR]RQHOHYHODQGWKHORVVRIQDWLRQDOFRQWURO
RYHUEDQNLQJV\VWHPVZLWKLQWKH(8KDV
IXUWKHU UHLQIRUFHG WKH OHWKDO IHHGEDFN
ORRSEHWZHHQVRYHUHLJQDQGEDQNLQJFULVHV7KLVORRSKDVDOVRFRQWULEXWHGWRWKH
EUHDNGRZQRIWKH(&%¶VPRQHWDU\SROLF\
WUDQVPLVVLRQ PHFKDQLVP $V WKH DFFHVV
RI EDQNV WR OLTXLGLW\ LQ WKH HXUR]RQH LV
QRORQJHUGHWHUPLQHGE\WKH(&%¶VLQWHUHVW UDWH SROLF\ DORQH EXW UDWKHU E\ WKHLU
SHUFHLYHG YLDELOLW\ E\ PDUNHW DFWRUV
ZKLFKLQWXUQLVOLQNHGWRWKHLUH[SRVXUH
WR WKH VRYHUHLJQ GHEW RI WKH FRXQWU\ LQ
ZKLFKWKH\DUHEDVHGDQGDVWKHFROODSVH
RI FRQ¿GHQFH LQ WKH EDQNLQJ V\VWHPV RI
VHYHUDOSHULSKHU\PHPEHUVWDWHVKDVOHG
WR PDVVLYH RXWÀRZV RI VDYLQJV WRZDUGV
EDQNLQJ LQVWLWXWLRQV LQ WKH (8 FRUH
WKH (&%¶V SROLF\ LQLWLDWLYHV EHFRPH HYHU
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OHVV HIIHFWLYH 7KLV LQ WXUQ FRQWULEXWHV
WR LQFUHDVLQJ WKH VL]H RI ¿VFDO PXOWLSOLHUV PDNLQJ WKH HIIHFWV RI ¿VFDO DXVWHULW\ HVSHFLDOO\ LQ WKH PRVW LOODIIHFWHG
PHPEHUVWDWHVHYHQJUDYHUEHFDXVHDQ\
PRQHWDU\ SROLF\ WRROV ZKLFK KDYH DQ\ZD\ EHHQ RSHUDWLQJ QHDU WKH ]HUR ORZHU
ERXQG EHFRPH HYHQ ZHDNHU DV WKH\ GR
QRW DIIHFW OLTXLGLW\ DFURVV WKH HXUR]RQH
ZKHUHDV KRXVHKROGV DQG ¿UPV EHFRPH
HYHQPRUHFUHGLWFRQVWUDLQHG $V)LJXUH
 DERYH VKRZV WKHUH KDV EHHQ D VXEVWDQWLDO GLYHUJHQFH LQ WKH ÀRZ RI ORDQV
IURP PRQHWDU\ ¿QDQFLDO LQVWLWXWLRQV WR
QRQ¿QDQFLDOFRUSRUDWLRQVEHWZHHQFRUH
DQGSHULSKHU\PHPEHUVWDWHV
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Conclusions

8QUHVROYHG
HXUR]RQHFULVLV
IXHOOLQJGLYHUJHQFH
7KH GHYHORSPHQWV SUHVHQWHG LQ WKLV
FKDSWHU VXJJHVW WKDW WKH FXUUHQW HFRQRPLFFULVLVZKLFKKDVKLWSULPDULO\WKH
HXUR]RQH DQG WKH SROLFLHV ODXQFKHG LQ
UHVSRQVHWRWKLVFULVLVKDYHEHHQGULYLQJ
VXEVWDQWLDOGLYHUJHQFHWUHQGVZLWKLQWKH
HXUR]RQHLWVHOIDQGEH\RQGLQSDUWLFXODU
ZLWKUHJDUGWRUHDORXWSXWJURZWKDYDULDEOH ZKLFK UHPDLQV FUXFLDO IRU SURPRWLQJ IXQGDPHQWDO REMHFWLYHV RI (XURSHDQ
LQWHJUDWLRQ VXFK DV HFRQRPLF SURJUHVV
LQFUHDVHGHFRQRPLFDQGVRFLDOFRKHVLRQ
DQGWKHFUHDWLRQDQGPDLQWHQDQFHRIDQ
HFRQRPLF DQG PRQHWDU\ XQLRQ 'XH WR
WKH FORVH LQWHUGHSHQGHQFH ZLWK WKH UHVW
RI WKH (8 PHPEHU VWDWHV WKHVH WUHQGV
DUH OLNHO\ WR EH HYHQ VWURQJHU EHWZHHQ
HXUR]RQHLQVLGHUVDQGRXWVLGHUV
2YHUVLJKWV LQ WKH LQLWLDO LQVWLWXWLRQDOFRQVWUXFWLRQRIWKHHXUR]RQHVXFK
DV WKH DEVHQFH RI D ¿VFDO DQG D EDQNLQJ
XQLRQ DQG IDLOXUH WR IRUHVHH WKH SRWHQWLDOLPSOLFDWLRQVRIFHUWDLQULVNVLQKHUHQW
LQ LWV RSHUDWLRQ VXFK DV WKH SHUVLVWHQW
EXLOGXS RI FXUUHQW DFFRXQW LPEDODQFHV
WKHGHVWDELOLVLQJHIIHFWVRIDVLQJOHPRQHWDU\SROLF\DQGWKHH[LVWHQFHRIDIHHGEDFNORRSEHWZHHQVRYHUHLJQVDQGEDQNV
DOO RI ZKLFK RSHUDWH LQ D FXPXODWLYHO\
GHVWDELOLVLQJ IDVKLRQ KDYH IXHOOHG WKH
FXUUHQW FULVHV ZKLOH LOOFRQFHLYHG SROLF\ UHVSRQVHV KDYH FRQWULEXWHG WR WKHLU
H[SDQVLRQ XOWLPDWHO\ MHRSDUGLVLQJ WKH
YHU\H[LVWHQFHRIWKHVLQJOHFXUUHQF\
,W KDV QRZ EHHQ GRFXPHQWHG WKDW
¿VFDO DXVWHULW\ FRXOG DQG VKRXOG KDYH
EHHQ H[SHFWHG WR KDYH IDU PRUH DGYHUVH
HIIHFWV RQ JURZWK WKDQ RULJLQDOO\ FDOFXODWHG ZKLOH WKH HIIRUWV WR UHEDODQFH
FXUUHQW DFFRXQW LPEDODQFHV VHHP WR
KDYH UHOLHG PRUH RQ GHSUHVVLQJ HFRQRPLF DFWLYLW\ LQ WKRVH PHPEHU VWDWHV
ZLWK GH¿FLWV WKDQ RQ H[SDQGLQJ WKHVH
FRXQWULHV¶ H[SRUW SHUIRUPDQFH 2Q WKH
RWKHU KDQG LW KDV EHHQ DFNQRZOHGJHG
DWOHDVWLQVRPHTXDUWHUVWKDWGXHWRWKH
LQFUHDVHGLQWHJUDWLRQRIEDQNLQJV\VWHPV

LQ(XURSHWKHUHVROXWLRQRIEDQNLQJFULVHVVKRXOGQRWUHVWZLWKQDWLRQDOJRYHUQPHQWV EXW LQVWHDG VKRXOG EH SRROHG DW
WKHVXSUDQDWLRQDOOHYHO
:KLOHDWOHDVWDWWKHOHYHORIUKHWRULFVRPHVWHSVKDYHEHHQWDNHQWRDGGUHVV
WKHVHVKRUWFRPLQJVWKHUHVSRQVHVVRIDU
OHDYH D JUHDW GHDO WR EH GHVLUHG )LVFDO
SROLFLHV DQG DQ\ DWWHPSWV WR FRRUGLQDWH
WKHP DUH VWLOO IDVKLRQHG RQ WKH DVVXPSWLRQV WKDW ZKDW LV QHFHVVDU\ WR UHVROYH
WKH FXUUHQW DQG DYRLG D IXWXUH FULVLV LV
VWURQJHUDGKHUHQFHWR¿VFDOSUXGHQFHDQG
WKDWWDFNOLQJTXHVWLRQVRIµPRUDOKD]DUG¶
LQH[FKDQJHIRUVXSSRUWLQJWURXEOHGJRYHUQPHQWVLVPRUHLPSRUWDQWWKDQWDNLQJ
VWHSVWKDWZRXOGGHFLVLYHO\KHOSPHPEHU
VWDWHVSXWWKHLUSXEOLF¿QDQFHVRQWRDVXVWDLQDEOHSDWKDQGHQGWKHFULVLVRQFHDQG
IRU DOO 0RUHRYHU UDWKHU WKDQ FRRUGLQDWLQJ WKH UHEDODQFLQJ RI FXUUHQW DFFRXQW
LPEDODQFHV DFURVV PHPEHU VWDWHV ZLWK
GH¿FLWV DQG VXUSOXVHV XQLODWHUDO VWUDWHJLHVDUHSXUVXHG /DVWEXWQRWOHDVWZKLOH
LWKDVEHHQDFNQRZOHGJHGWKDWDEDQNLQJ
XQLRQ LV QHFHVVDU\ WKH SURSRVDOV SXW LQ
SODFH VXJJHVW D PHUHO\ FXUWDLOHG YHUVLRQ
RI ZKDW ZRXOG EH DQ HIIHFWLYH VHWXS
HQWDLOLQJDVWKH\GRWUDQVIHUWRWKH(&%
RIFRQWURORIRQO\DSDUWRIEDQNLQJLQVWLWXWLRQVZKLOHRPLWWLQJDOOSURYLVLRQIRUD
SDQ(XURSHDQJXDUDQWHHRIGHSRVLWV
$V ZH KDYH VHHQ LQ WKLV FKDSWHU
LQDGHTXDWH UHVSRQVHV KDYH OHG WR SURJQRVWLFDWLRQRIDEUHDNXSRIWKHHXUR]RQH
3UHGLFWLRQV DORQJ VXFK OLQHV KDYH FDWDVWURSKLFHIIHFWVIRUWKHHFRQRPLHVRIWKH
PHPEHUVWDWHVWKDWKDYHEHHQIDFLQJGHEW
FULVHVDVWKH\UDLVHORQJWHUPUHDOLQWHUHVWUDWHVDQGGDPSHQLQYHVWPHQWHYHQLQ
WKHIDFHRILPSURYHGIXQGDPHQWDOVZKLOH
DWWKHVDPHWLPHFRQWULEXWLQJWRDEUHDNGRZQ RI WKH VLQJOH PRQHWDU\ SROLF\¶V
WUDQVPLVVLRQPHFKDQLVPDQGHVVHQWLDOO\
ZHDNHQLQJLIQRWDFWXDOO\FDQFHOOLQJRXW
DQ\HIIHFWVLWFDQKDYHLQWKRVHHXUR]RQH
HFRQRPLHV WKDW PRVW EDGO\ QHHG WKHP
3XWWLQJ WKH ULJKW SROLF\ UHVSRQVHV LQ
SODFH LV WKHUHIRUH HVVHQWLDO IRU DYRLGLQJ
IXUWKHU GLYHUJHQFH LQ (XURSH DQG UHVFXLQJ WKH SURMHFW RI (XURSHDQ HFRQRPLF
LQWHJUDWLRQLWVHOI
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Figure 2.1

Income gaps and convergence: GDP/capita as percentage of EU27 total for selected years and countries
(based on market prices at PPS)
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Source: Eurostat (2012).
Note: data for BG and RO: latest year 2010.

$QHQGWR
FRQYHUJHQFHLQ
Europe?
7KH SURPLVH RI LQFRPH FRQYHUJHQFH ±
EHWZHHQSRRUHUDQGULFKHUPHPEHUVWDWHV
DQGDPRQJWKHSRRUHUDQGULFKHUUHJLRQV
ZLWKLQWKHP±KDVEHHQDQXQGHUSLQQLQJ
IHDWXUHRI(XURSHDQLQWHJUDWLRQIURPWKH
RXWVHW,QWKLVUHVSHFWDJODQFHEDFNRYHU
¿IW\ \HDUV RI (8 KLVWRU\ XS WR WKH FULVLV
SURYLGHV FRQ¿UPDWLRQ RI DQ XQSUHFHGHQWHG IHDW $V VWDWHG LQ D UHFHQW :RUOG
%DQN   UHSRUW µ7KH (XURSHDQ FRQYHUJHQFHLQFRQVXPSWLRQOHYHOVLQWKHODVW
IRXU GHFDGHV LV XQPDWFKHG ([FHSW IRU
(DVW$VLDWKHUHVWRIWKHZRUOGKDVVHHQ
OLWWOHRUQRFRQYHUJHQFH¶,QGHHGDOUHDG\
E\ WKH HDUO\ V WKH LQFRPHV RI PRUH
WKDQ RQH KXQGUHG PLOOLRQ SHRSOH LQ WKH
SRRUVRXWK± *UHHFHVRXWKHUQ,WDO\3RUWXJDODQG6SDLQ± KDGJURZQDQGPRYHG
FORVHU WR WKRVH RI WKH PRUH SURVSHURXV DUHDV RI (XURSH 6LPLODUO\ EHWZHHQ
WKH ODWH V DQG WKH PLGV WKH
LQFRPH OHYHOV RI RQH KXQGUHG PLOOLRQ
SHRSOH LQ &HQWUDO (DVWHUQ (XURSH ZHUH
G\QDPLFDOO\ FRQYHUJLQJ WRZDUGV OHYHOV
LQ WKH ULFKHU SDUW RI WKH FRQWLQHQW )LJure RIIHUVD¿UVWKLVWRULFDOJODQFHDW
WKHHFRQRPLFGLYLGHLQ(XURSHVKRZLQJ
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Figure 2.2

Relative income levels: gross domestic product at market prices as a % of EU27 total
(based on PPS per inhabitant)
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$FDVHRIµUHYHUVH
FRQYHUJHQFH¶
7KH PDLQ WUHQGV REVHUYHG LQ WHUPV RI
*'3 IRU WKH ZKROH SHULRG  DUH
VKRZQLQ)LJXUH$OWKRXJKZDV
DFRPPRQSRLQWRIIUDFWXUHIRUERWK(DVW
DQG 6RXWK WKH H[SHULHQFH RI WKHVH WZR
UHJLRQVZDVVLJQL¿FDQWO\GLIIHUHQW:KLOH
FRQYHUJHQFH JURXQG WR D GH¿QLWH VWDQGVWLOO LQ 6RXWKHUQ (XURSH LQ WKH &HQWUDO
(DVWHUQ (XURSHDQ &((  FRXQWULHV WKH
PXFK VWURQJHU LPSHWXV WRZDUGV FRQYHUJHQFHFDPHWRDPRUHDEUXSWKDOWZKLFK
LQ VRPH FDVHV QRQHWKHOHVV SURYHG QR
PRUH WKDQ WHPSRUDU\ ,QGHHG LQ PRVW
&(( FRXQWULHV ± DQG SDUWLFXODUO\ WKRVH
ZLWK WKH ORZHVW SHU FDSLWD *'3 OHYHOV ±
D UDSLG SURFHVV RI FDWFKLQJ XS KDG EHHQ
REVHUYDEOHLQWKH\HDUVEHIRUHWKHFULVLV
,Q6RXWKHUQ(XURSHKRZHYHUWKHSLFWXUH
KDG EHHQ PRUH PL[HG HYHQ GXULQJ WKH
ERRPSHULRGZLWK6SDLQKDYLQJDFKLHYHG
VLJQL¿FDQW FRQYHUJHQFH ZKLOH *UHHFH
DQG 3RUWXJDO KDG WHQGHG WR VWDJQDWH
/DWYLD DQG /LWKXDQLD WKH WZR FRXQWULHV
ZKLFKVXIIHUHGWKHPRVWGUDPDWLFIDOOVLQ
RXWSXWLQ DQGUHVSHFWLYHO\  QRQHWKHOHVV VKRZHG VWLOO LPSUHVVLYH RYHUDOO FRQYHUJHQFH IRU WKH 
 SHULRG DV D ZKROH ZLWK SHU FDSLWD
*'3 OHYHOV UHODWLYH WR WKH (8 ULVLQJ

IURPWRIRU/DWYLDDQGIURP
WR  IRU /LWKXDQLD :KDW LV DOVR SDUWLFXODUO\ QRWHZRUWK\ LQ UHODWLRQ WR ERWK
WKHVH FRXQWULHV LV WKDW DIWHU WHPSRUDU\
GURSVLQDQGWKH\KDGE\
H[FHHGHGWKHLUSUHFULVLVUHODWLYHLQFRPH
OHYHOV0RVWRWKHU&((FRXQWULHVDOVRVWLOO
SUHVHUYHGWKHLUSUHFULVLVUHODWLYHLQFRPH
OHYHOLQZLWK3RODQGKDYLQJVLJQL¿FDQWO\LPSURYHGLW IURPLQWR
E\ 
7KH SLFWXUH IRU 6RXWKHUQ (XURSH
LVPXFKEOHDNHUEHWZHHQDQG
WKH UHJLRQ VKRZHG QR FRQYHUJHQFH ± LQ
WKHFDVHRI*UHHFHDQG3RUWXJDO±RULQ
6SDLQRQO\OLPLWHGFRQYHUJHQFHWR(8
OHYHOV 7KXV ZKLOH 6SDLQ VWLOO DFKLHYHG
VRPH FRQYHUJHQFH RYHU WKHVH  \HDUV
IURPWR3RUWXJDOVDZQRQHRYHU
WKH HQWLUH SHULRG  LQ  DQG VWLOO
LQ   ZKLOH *UHHFH DFWXDOO\ VXIIHUHG
DORVVRIFRQYHUJHQFH IURPLQ
WR  LQ   $OO WKUHH FRXQWULHV VXIIHUHGVLJQL¿FDQWVHWEDFNVLQWKHZDNHRI
WKHFULVLVPRVWSDUWLFXODUO\*UHHFHZLWK
D SRLQW GURS LQ LWV UHODWLYH LQFRPH
OHYHOEHWZHHQDQG
$V D UHVXOW RI WKHVH VHWEDFNV ERWK
3RUWXJDODQG*UHHFHKDYHEHHQRYHUWDNHQ
E\ 6ORYHQLD LQ WHUPV RI SHU FDSLWD *'3
H[SUHVVHGLQSXUFKDVLQJSRZHUVWDQGDUGV
336 ZKLOHWKH&]HFK5HSXEOLFKDVRYHUWDNHQ3RUWXJDODQGYHU\QHDUO\FDXJKWXS
ZLWK*UHHFH6DGO\KRZHYHUWKLVDSSDUHQW SURJUHVV FDQQRW EH DWWULEXWHG WR
UHLQIRUFHGFRQYHUJHQFHIRUDOWKRXJKWKH

IRUPHU (8±(8 JDS KDV LQGHHG QDUURZHG WKLV UHVXOW LV DWWULEXWDEOH OHVV WR
WKHFDWFKLQJXSRISRRUHUFRXQWULHVWKDQ
WRWKHGHHSUHFHVVLRQVXIIHUHGE\*UHHFH
DQG 3RUWXJDO 7KH GHYHORSPHQW FRQVWLWXWHVLQRWKHUZRUGVZKDWZHPLJKWFDOO
DFDVHRIµUHYHUVHFRQYHUJHQFH¶
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Figure 2.3

Exports of goods and services (% GDP)
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1HZGLYLVLRQVRQ
WRSRIROGRQHV
7KH WZRVSHHG H[SHULHQFH LQ WKH FDWFKLQJXSSURFHVVGHVFULEHGLQSUHYLRXVVHFWLRQV VHHDOVR(78&DQG(78, 
LV WKH UHVXOW RI D QXPEHU RI XQGHUO\LQJ
VWUXFWXUDO GLIIHUHQFHV DPRQJ (XURSHDQ
FRXQWULHVWKDWKDYHDIIHFWHGWKHLUUHVSHFWLYHSDWKVWRZDUGVHFRQRPLFLQWHJUDWLRQ
,QWKHIROORZLQJVHFWLRQVZHH[DPLQHIRXU
LPSRUWDQW GULYHUV RI HFRQRPLF LQWHJUDWLRQ H[SRUWV WKH EDODQFHRISD\PHQWV
VLWXDWLRQ DQG LWV VWUXFWXUH UHOLDQFH RQ
IRUHLJQ GLUHFW LQYHVWPHQW )',  DQG
WKH UROH RI FUHGLW ÀRZV 7KH GLIIHUHQFHV
REVHUYHG DORQJ WKHVH IDXOW OLQHV ZLOO EH
VHHQ WR EH RI UHOHYDQFH IRU XQGHUVWDQGLQJWKHGLIIHULQJGHJUHHVRIYXOQHUDELOLW\
WRH[WHUQDOVKRFNVWKDWZHKDYHREVHUYHG
DOVRVLQFH
7KH PRVW SURQRXQFHG GLYLVLRQ WR
DSSHDUUHFHQWO\LVWKDWEHWZHHQµVXUSOXV¶
FRXQWULHVDQGµGH¿FLW¶FRXQWULHVDVGHWHUPLQHG E\ WKHLU EDODQFHRISD\PHQWV
SRVLWLRQ FI &KDSWHU   ZLWKLQ WKH euro]RQH ZLWK WKH FRUH µVXUSOXV FRXQWULHV¶
FOXVWHUHGDURXQG*HUPDQ\DQGWKHµGH¿FLW¶ RQHV DURXQG WKH 0HGLWHUUDQHDQ $
VLPLODU GLVWLQFWLRQ DSSOLHV EH\RQG WKH
HXUR]RQH ZLWK (DVWHUQ &HQWUDO (XURSHDQFRXQWULHVEHORQJLQJWRWKHµVXUSOXV¶
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FRUH HJWKH&]HFK5HSXEOLFDQG3RODQG 
DQG WKH PRUH SHULSKHUDO (DVWHUQ (XURSHDQFULVLVULGGHQFRXQWULHV HJWKH%DOWLF VWDWHV  IDOOLQJ LQWR WKH µGH¿FLW¶ JURXS
7KLVGLYLVLRQEHWZHHQVXUSOXVDQGGH¿FLW
FRXQWULHV WKXV FXWV DFURVV WKH KLVWRULFDO
DQG PRUH WUDGLWLRQDO GLYLVLRQ EHWZHHQ
WKH (DVW DQG WKH :HVW RI WKH FRQWLQHQW
FKDUDFWHULVHGRQWKHRQHKDQGE\DVXEVWDQWLDOLQFRPHJDSEHWZHHQWKHROGDQG
WKHQHZPHPEHUVWDWHVDQGRQWKHRWKHU
E\ OHVV HVWDEOLVKHG SROLWLFDO LQVWLWXWLRQV
DQGHFRQRPLFVWUXFWXUHVWRWKH(DVW
7KH FRXQWULHV GHSHQGHQW RQ
H[SRUWV DQG )', PRVW SURPLQHQWO\ WKH
&]HFK 5HSXEOLF 6ORYDNLD DQG +XQJDU\ 
VXIIHUHG IURP WKH VKDUS GURS LQ H[SRUW
GHPDQG LQ  SDUWLFXODUO\ LQ F\FOLFDO VHFWRUV VXFK DV WKH DXWRPRWLYH DQG
HOHFWURQLFV LQGXVWULHV ([SRUWV RI PRVW
&(( FRXQWULHV WKHQ UHFRYHUHG UHODWLYHO\
UDSLGO\ WKRXJK WKHLU IXUWKHU JURZWK
UHPDLQHGVOXJJLVKJLYHQWKHRYHUDOOFRQGLWLRQ RI WKH HXUR]RQH :KLOH )', DOVR
GURSSHG WR VRPH H[WHQW DIWHU WKH FULVLV
WKLVGLGQRWDSSHDUWRUHSUHVHQWDPDMRU
IDFWRU RI LQVWDELOLW\ 7KH PDMRU VRXUFH
RI YXOQHUDELOLW\ ZDV WKH UHOLDQFH RQ SULYDWH FUHGLW H[SDQVLRQ VHH &KDSWHU  
SDUWLFXODUO\ZKHQLWZDVDVVRFLDWHGZLWK
WKH ZHDN DELOLW\ WR DGMXVW E\ EDODQFLQJ
RI WKH FXUUHQW DFFRXQW VHH DOVR )LJXUH
 LQ WKLV FKDSWHU  :KLOH WKH WHUPV
RI WKH (DVW:HVW GLYLVLRQ LQ UHODWLRQ WR
LQFRPH DQG ZDJH OHYHOV RYHUODS WR VRPH
H[WHQW ZLWK DQRWKHU GLYLVLRQ LQ WHUPV

RI HFRQRPLF RSHQQHVV DQG WKH LPSRUWDQFH RI H[SRUWRULHQWHG VHFWRUV D QHZ
GLYLVLRQLVEHLQJFUHDWHGE\WKHIDFWWKDW
(DVWHUQ (XURSHDQ FRXQWULHV DUH DPRQJ
WKH PRVW H[SRUWRULHQWHG HFRQRPLHV LQ
(XURSHZKHUHDVWKH6RXWKHUQ(XURSHDQ
FRXQWULHV KDYH IDLOHG WR GHYHORS VWURQJ
H[SRUWRULHQWHGVHFWRUV
$VVKRZQLQ)LJXUHH[SRUW
VKDUHVLQ*'3DPRXQWHGWRRYHURI
*'3 LQ (VWRQLD +XQJDU\ DQG 6ORYDNLD
ZKLOH WKH\ ZHUH DV ORZ DV  LQ WKH
FDVH RI *UHHFH DQG RQO\  LQ WKDW
RI 3RUWXJDO $FFRUGLQJO\ RSHQQHVV DQG
WUDGHLQWHJUDWLRQZLWKWKHUHVWRI(XURSH
FDQ EH VHHQ WR EH PRUH SURQRXQFHG LQ
WKH FDVH RI &(( FRXQWULHV WKDQ RI WKH
6RXWKHUQ (XURSHDQ FULVLV VWDWHV 7KLV
VLWXDWLRQ LV FOHDUO\ YLVLEOH IURP D JODQFH
DWWKHH[SRUWVKDUHVZLWKLQRXWSXWJLYHQ
LQ)LJXUH
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Patterns of economic integration

Figure 2.4

Balance of payments component: trade in goods (% of GDP)
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(XURSH¶VQHZ
VXUSOXVGH¿FLW
IDXOWOLQH
7KH VXUSOXVGH¿FLW GLYLGH UHIHUV WR WKH
GLIIHUHQWEDODQFHRISD\PHQWVVLWXDWLRQV
DFURVV (XURSH ,Q WKH SHULRG SUHFHGLQJ
WKH FULVLV EDODQFHRISD\PHQWV SUREOHPV ZHUH D FRPPRQ IDFWRU RI YXOQHUDELOLW\QRWRQO\LQWKH6RXWKEXWDOVRLQD
QXPEHURIµSHULSKHUDO¶(DVWHUQ(XURSHDQ
FRXQWULHV LQFOXGLQJ WKH %DOWLF 6WDWHV
%XOJDULD DQG 5RPDQLD 7KHVH SHULSKHUDOFRXQWULHVZHUHPRVWKHDYLO\DIIHFWHG
E\ WKH FULVLV DV WKH\ ZHUH GHSHQGHQW RQ
¿QDQFLDO ÀRZV IURP DEURDG PDLQO\
RWKHU(8PHPEHUVWDWHV WR¿QDQFHWKHLU
EDODQFHRISD\PHQWV GH¿FLWV IRU PRUH
GHWDLOVVHH&KDSWHURIWKLVSXEOLFDWLRQ 
$OWKRXJK WKH VXUSOXVGH¿FLW GLYLGH FXWV
DFURVVWKH(DVWHUQ(XURSHDQUHJLRQWKH
OLPLWHGDELOLW\RIWKH6RXWKHUQFRXQWULHV
WRDGMXVWWRWKHFULVLVLVDIDFWRUWKDWVHWV
WKHVH GH¿FLW FRXQWULHV DSDUW IURP WKRVH
LQWKH(DVW
)LJXUH  FRPSOHPHQWV WKH EDODQFHRISD\PHQWV GDWD SUHVHQWHG LQ
&KDSWHU  7KH EDODQFH RI SD\PHQWV
LQFOXGHV DOO RI D JLYHQ FRXQWU\¶V ¿QDQFLDOÀRZVZLWKWKHRXWVLGHZRUOGLQFOXGLQJ WUDGH LQ JRRGV DQG VHUYLFHV YDULRXV

IRUPVRIFDSLWDODVVHWDQGLQFRPHÀRZV
DQG FUHGLWV :H SUHVHQW KHUH WZR FRPSRQHQWV WKDW SOD\HG D FUXFLDO UROH IRU
GH¿FLW FRXQWULHV ERWK EHIRUH DQG GXULQJ WKH FULVLV QDPHO\ EDODQFH RI WUDGH
LQ JRRGV DQG VHUYLFHV DQG ODWHU SULYDWH
FUHGLW ÀRZV7KLVVHFWLRQIRFXVHVRQWKH
EDODQFH LQ WKH WUDGH RI JRRGV LQ 
DQG  DQG UHYHDOV LQ WKLV UHVSHFW
VXEVWDQWLDO GLIIHUHQFHV EHWZHHQ LQGLYLGXDO PHPEHU VWDWHV $ QHJDWLYH WUDGH
EDODQFH PHDQV WKDW D FRXQWU\ LPSRUWV
PRUHWKDQLWH[SRUWVDQGWKDWWKHGLIIHUHQFH KDV WR EH ¿QDQFHG 3HUVLVWHQW GH¿FLWVQRW¿QDQFHGIURPRWKHUWUDQVDFWLRQV
ZLWKLQ WKH EDODQFH RI SD\PHQWV FUHDWH
GHEWDVKDSSHQHGLQWKHFDVHVRI/DWYLD
%XOJDULDDQG*UHHFHDVVKRZQLQ)LJXUH
 7KH GDWD DOVR DOORZ DVVHVVPHQW RI
WKH GHJUHH WR ZKLFK FRXQWULHV ZHUH DEOH
WRDGMXVWWRWKHFULVLVRI7KH&]HFK
5HSXEOLF +XQJDU\ DQG 6ORYDNLD KDG
EURDGO\ EDODQFHG WUDGH HYHQ EHIRUH WKH
FULVLVZKHUHDV/DWYLD%XOJDULD*UHHFH
5RPDQLDDQG3RUWXJDOZHUHGXULQJWKLV
SHULRGKDYLQJWRFRQWHQGZLWKSHUVLVWHQW
DQG GRXEOHGLJLW WUDGH GH¿FLWV 'XULQJ
WKH FULVLV PRVW &(( FRXQWULHV ZHUH DEOH
WR DGMXVW E\ FXWWLQJ WKHLU GH¿FLWV VXEVWDQWLDOO\RUE\DFKLHYLQJDSRVLWLYHWUDGH
EDODQFH ,Q PRVW FDVHV WKLV KDSSHQHG
WKURXJKWKHGHFUHDVHLQLPSRUWVWKDWZDV
DFRQVHTXHQFHRIVORZLQJJURZWKRUHYHQ
UHFHVVLRQ$EDODQFLQJDFWDFKLHYHGE\WKH
µGHHSIUHH]LQJ¶ RI FHUWDLQ W\SHV RI DFWLYLW\ VXFK DV FRQVXPSWLRQ LQYHVWPHQWV

DQG LPSRUWV  FDQ SURGXFH VLJQV RI IDVW
DGMXVWPHQW EXW FDQQRW EH UHJDUGHG DV
DORQJWHUPVROXWLRQ0RUHRYHULWLVVWLOO
DQ RSHQ TXHVWLRQ WR ZKDW H[WHQW DGMXVWPHQWVLQ&((GH¿FLWFRXQWULHV IRUH[DPSOHWKH%DOWLF6WDWHV KDYHDORQJHUWHUP
VWUXFWXUDO LPSDFW *UHHFH DQG 3RUWXJDO
LQDQ\FDVHHYHQDIWHUKDYLQJDEVRUEHGD
ODUJHGRVHRIPHDVXUHVIRUDµGHHSIUHH]H¶
FRQWLQXHGWRVKRZKLJKWUDGHGH¿FLWVVWLOO
LQ  WKHUHE\ UHYHDOLQJ D PXFK PRUH
OLPLWHG DELOLW\ WR DGMXVW LQ HLWKHU RI WKH
DERYHPHQWLRQHGZD\V
,QDQDWWHPSWWRH[SORUHVRPHRIWKH
UHDVRQVEHKLQGWKLVGLYLGHZHH[DPLQH
LQ WKH QH[W VHFWLRQV IXUWKHU VWUXFWXUDO
IHDWXUHVRIWKHHFRQRPLHVLQTXHVWLRQ
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Figure 2.5

Share of complex sectors in the exports of individual member states (%)
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Source: calculated from the COMTRADE database (http://comtrade.un.org). Complex sectors: (SITC 7, 54, 87, 88).
* EU27 exports to the rest of the world.

7KHVWUXFWXUHRI
H[SRUWVPDWWHUV
7KH GH¿FLWVXUSOXV GLYLGH URXJKO\ FRUUHVSRQGV WR WKH TXDOLWDWLYH GLIIHUHQFHV
LQH[SRUWSUR¿OHVRILQGLYLGXDOFRXQWULHV
)LJXUH  VKRZV WKH VKDUH RI µFRPSOH[
VHFWRUV¶ ZLWKLQ WKH WRWDO H[SRUWV RI LQGLYLGXDO PHPEHU VWDWHV 7KH FODVVL¿FDWLRQ
RIH[SRUWVWUXFWXUHVDFFRUGLQJWR6WDQGDUG ,QWHUQDWLRQDO 7UDGH &ODVVL¿FDWLRQ
6,7& FDWHJRULHVFRUUHVSRQGVURXJKO\WR
WKH OHYHO RI WHFKQRORJLFDO VRSKLVWLFDWLRQ
RI WKH SURGXFWV EHLQJ H[SRUWHG $FFRUGLQJO\ WKH µFRPSOH[ VHFWRUV¶ LQFOXGH
PDFKLQHU\ DQG WUDQVSRUW HTXLSPHQW
SKDUPDFHXWLFDOV VFLHQWL¿F LQVWUXPHQWV
7KH FODVVL¿FDWLRQ LV PHUHO\ LQGLFDWLYH
LQVRIDU DV LW GRHV QRW WDNH LQWR DFFRXQW
WKHUROHRIWKHFRXQWU\LQWKHGLYLVLRQRI
ODERXU ZLWKLQ WKH VHFWRU RU LWV 5 ' RU
LQQRYDWLRQ FRQWHQW ,Q WHUPV RI VHFWRUDO
FRPSRVLWLRQ +XQJDU\ DQG WKH &]HFK
5HSXEOLFWKXVKDGDKLJKHUUDWHRIH[SRUW
FRPSOH[LW\WKDQ*HUPDQ\ZLWKDVKDUHRI
FRPSOH[ VHFWRUV RI DURXQG  RI WKHLU
WRWDO H[SRUWV ZLWK WKHLU KLJK H[SRUW
VKDUHWKLVFRUUHVSRQGVWRFORVHWRRI
WKHLU*'3 *UHHFHKDGWKHORZHVWVKDUH
RI FRPSOH[ VHFWRUV LQ LWV H[SRUWV 
LQ ZKLOH%XOJDULDWKH%DOWLF6WDWHV
DQG 3RUWXJDO DOVR KDG FRPSDUDEO\ ORZ

36

VKDUHV EHWZHHQ  DQG  LQ  
'XULQJWKHIRXU\HDUVRIWKHFULVLVDIXUWKHU GRZQJUDGLQJ RI ZKDW ZHUH DOUHDG\
LQ WHUPV RI FRPSOH[LW\ UHODWLYHO\ ORZ
H[SRUW SUR¿OHV WRRN SODFH LQ *UHHFH
/LWKXDQLD 3RUWXJDO DQG 6SDLQ %\ FRQWUDVW 5RPDQLD (VWRQLD %XOJDULD DQG
/DWYLDZHUHDEOHWRXSJUDGHWKHLUH[SRUW
SUR¿OHVGXULQJWKLVSHULRG([SRUWFRPSOH[LW\WKXVVXSSOLHVDIXUWKHULQGLFDWLRQ
RIWKHUROHRIFRXQWULHVLQWKHGLYLVLRQRI
ODERXU LQ (XURSH DQG VPDOO SHULSKHUDO
FRXQWULHVZLWKVFDUFHGRPHVWLFFDSLWDO±
OLNHPRVWRIWKH&((V±FDQDFKLHYHKLJK
H[SRUWFRPSOH[LW\WKURXJKIRUHLJQGLUHFW
LQYHVWPHQW )', DVZHZLOOVKRZLQWKH
IROORZLQJVHFWLRQ
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Foreign direct investment (FDI)

Figure 2.6

Inward foreign direct investment stock in selected years within the period 1995-2011 (% of GDP)
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Source: UNCTAD (2012) World Investment Report 2012, United Nations, New York and Geneva
(available at: http://www.unctad-docs.org/files/UNCTAD-WIR2012-Full-en.pdf).

)',DVDGULYHURI
FRQYHUJHQFH"
(FRQRPLFLQWHJUDWLRQDFKLHYHGE\PHDQV
RI IRUHLJQ GLUHFW LQYHVWPHQW )',  ZDV
WKH PDMRUGULYHU RI WKH SURFHVV ZKHUHE\
ORZHULQFRPHUHJLRQVDQGFRXQWULHVZHUH
DEOH WR EHJLQ WR FDWFK XS HFRQRPLFDOO\
ZLWK WKH PRUH SURVSHURXV RQHV %LMVWHUERVFK DQG .RODVD   )', SOD\HG D
XQLYHUVDOO\LPSRUWDQWUROHLQERWK6RXWKHUQ DQG (DVWHUQ (XURSH EXW WKHUH DUH
LPSRUWDQWGLIIHUHQFHVEHWZHHQFRXQWULHV
LQ WKH WZR DUHDV VHH )LJXUH   )LYH
(DVWHUQ (XURSHDQ FRXQWULHV %XOJDULD
(VWRQLD +XQJDU\ WKH &]HFK 5HSXEOLF DQG 6ORYDNLD  KDYH DFFXPXODWHG WKH
KLJKHVWVWRFNRI)',LQ(XURSH EHWZHHQ
DQGRIWKHLU*'3 VHFRQGRQO\WR
WKH H[FHSWLRQDO FDVH RI ,UHODQG *UHHFH
E\FRQWUDVWKDVRYHUWKH\HDUVDFFXPXODWHGOHVVWKDQVWRFNRI)',
)RUHLJQGLUHFWLQYHVWPHQWLIGLUHFWHG
LQWR WKH WUDGDEOH VHFWRU LQGXVWU\ VHFWRUV ZKRVH RXWSXW LQ WHUPV RI JRRGV RU
VHUYLFHV DUH WUDGHG LQWHUQDWLRQDOO\  RI
ORZDQGPHGLXPLQFRPHFRXQWULHVFRQVWLWXWHV WKHVH FRXQWULHV¶ PRVW YDOXDEOH
SRWHQWLDO LQ WHUPV RI *'3 DQG H[SRUW
JHQHUDWLRQ +RZHYHUDODUJHSDUWRI)',
VWRFN LQ WKH %DOWLF 6WDWHV DQG %XOJDULD
ZDV LQ WKH QRQWUDGDEOH VHFWRUV DQG

EHFDPH DVVRFLDWHG ZLWK WKH XQVXVWDLQDEOHH[SDQVLRQRIERUURZLQJGHVFULEHGLQ
WKHQH[WVHFWLRQ VHH)LJXUH 
)RU &(( FRXQWULHV HVSHFLDOO\ IRU
WKH&]HFK5HSXEOLF+XQJDU\3RODQGDQG
6ORYDNLD  KLJK OHYHOV RI LQWUDLQGXVWULDO
WUDGH WKH VKDUH RI ZKLFK ZLWKLQ WRWDO
PDQXIDFWXULQJ WUDGH JUHZ IURP VFUDWFK
WR WKH OHYHO RI WKH (8 ZLWKLQ WKH GHFDGH XS WR WKH PLGV  D KLJK VKDUH
RI )', LQÀRZ LQWR PDQXIDFWXULQJ DQG
VRDULQJPDQXIDFWXULQJH[SRUWVZHUHWKH
PDLQIHDWXUHVFKDUDFWHULVLQJWKHTXDOLWDWLYHVKLIWLQWKHVWUXFWXUHRIWKHLUHFRQRPLHV IURP UDZ PDWHULDOV VHPL¿QLVKHG
RUDJULFXOWXUDOSURGXFWVWRZDUGVKLJKHU
YDOXHDGGHG LQGXVWULDO JRRGV DQG WKHVH
GHYHORSPHQWV OHG WR D QHZ GLYLVLRQ RI
ODERXUEHWZHHQWKHZHVWDQGWKHHDVWRI
(XURSH %URDGPDQ 
,Q&HQWUDO(DVWHUQ(XURSHDQFRXQWULHV &((  D QHZ DXWRPRELOHLQGXVWU\
FHQWUHG LQGXVWULDO FRUH KDG EHHQ EXLOW
XS RIIHULQJ RSSRUWXQLWLHV IRU IXUWKHU
XSJUDGLQJLQWHUPVRIYDOXHFUHDWLRQ
,Q&((UHFLSLHQWFRXQWULHVWKHVXVWDLQDELOLW\RIWKLVIRUPRIWKHGLYLVLRQRI
ODERXU DQG SURGXFWLRQ PRGHO KDG QRW
EHIRUH WKH FULVLV EHHQ FDOOHG LQWR TXHVWLRQ ,Q UHFHQW \HDUV KRZHYHU WKH KXJH
LPSDFWV RI WKH FULVLV RQ &HQWUDO (DVWHUQ
(XURSH KDYH UDLVHG VRPH GRXEWV DV WR
WKHZLVGRPRIWKLVPRGHO7KHQDWXUHRI
WKH QHZ LQGXVWULDO ODQGVFDSH LQ &HQWUDO
(DVWHUQ(XURSHZKLFKIRFXVHVRQKLJKO\
F\FOLFDO EUDQFKHV VXFK DV DXWRPRELOH

DVVHPEO\ DQG WKH SURGXFWLRQ RI HOHFWURQLF FRPSRQHQWV SURYHG WR EH D ULVN
IDFWRU DW WKH WLPH RI D KHDY\ GRZQWXUQ
LQ  $V ORQJ DV WKH *HUPDQ H[SRUW
PDFKLQH LQ WKH ZRUOG IXQFWLRQV &((
VXEFRQWUDFWLQJ GHOLYHULHV DOVR HQMR\ D
VDIH EDFNJURXQG 5HERXQGLQJ H[SRUWV
IURPDQGWKHFULVLVDWWKHVRXWKHUQ
SHULSKHU\RIWKHHXUR]RQH showed that a
VROLG)',EDVHGH[SRUWVHFWRULVDIDFWRU
PRUH RI VWUHQJWK WKDQ RI YXOQHUDELOLW\
$WWKHVDPHWLPHDVWKH*HUPDQH[SRUW
RIIHQVLYHZDVSDUWRIWKHSUREOHPLQWKH
HXUR]RQHLPEDODQFHVDQGDV&((VXSSOLHUVGHOLYHUDVXEVWDQWLDOSDUWRILWVFKHDS
LQSXWV&((FRXQWULHV¿QGWKHPVHOYHVRQ
WKH VLGH RI *HUPDQ\ UDWKHU WKDQ LQ WKH
VDPHSRVLWLRQDVWKHVRXWKHUQ(XURSHDQ
GH¿FLWFRXQWULHV7KLVLVRQHPDMRUDVSHFW
RIDQHZGLYLVLRQZLWKLQ(XURSH
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Geographical orientation of exports

Figure 2.7

Share of exports to Germany in total exports (%)
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Source: calculated from International Trade Centre Trade Map, http://www.trademap.org/

/LQNVZLWK
*HUPDQ\
UHPDLQLQJRQWKH
VDIHVLGH"
,WLVQRWMXVWWKHVL]HDQGFRPSRVLWLRQRI
WUDGH DQG IRUHLJQ GLUHFW LQYHVWPHQW WKDW
PDWWHUVEXWDOVRWKHJHRJUDSKLFDORULHQWDWLRQ RI H[SRUWV HVSHFLDOO\ LQ WKH FRQWH[W
RI WKH FXUUHQW HFRQRPLF GLYLVLRQV DFURVV
(XURSH $V *HUPDQ\ FXUUHQWO\ UHSUHVHQWV WKH HFRQRPLF FRUH RI (XURSH LW LV
ZRUWKORRNLQJKHUHDWWKHVKDUHWDNHQE\
LW LQ WKH H[SRUWV RI LQGLYLGXDO FRXQWULHV
7KLVLVVKRZQLQ)LJXUH
+XQJDU\ 3RODQG DQG WKH &]HFK
5HSXEOLFKDYHRQHTXDUWHUWRRQHWKLUGRI
WKHLUH[SRUWVGLUHFWHGWR*HUPDQ\ZLWKD
VOLJKWO\ GHFUHDVLQJ WUHQG RYHU WKH \HDUV
*UHHFHDQGWKH%DOWLFsWDWHVPHDQZKLOH
KDYHYDOXHVRIEHORZ7KUHHIXUWKHU
&(( PHPEHU VWDWHV 6ORYDNLD 6ORYHQLD
DQG 5RPDQLD  KDG D *HUPDQ H[SRUWV
VKDUHRIDURXQGZKLOHWKHUHVWRIWKH
FRXQWULHV H[DPLQHG LQFOXGLQJ 3RUWXJDO
DQG6SDLQ KDYHYDOXHVFORVHUWR
$V UHJDUGV IRUHLJQ WUDGH FKDUDFWHULVWLFV WKH IROORZLQJ WUHQGV HPHUJH
IURP WKH GDWD &HQWUDO (DVWHUQ (XURSHDQ H[SRUWHUV WHQG WR KDYH EDODQFHG

38

WUDGHRUHYHQWUDGHVXUSOXVHVWKH\KDYH
D KLJK VKDUH RI WKHLU *'3 JHQHUDWHG E\
H[SRUWV DQG LQ WKH FDVH RI WKH &]HFK
5HSXEOLF 6ORYDNLD DQG +XQJDU\ D VXEVWDQWLDO SDUW RI WKHLU H[SRUWV FRQVLVWV RI
FRPSOH[ SURGXFWV ZKLOH D KLJK SURSRUWLRQ RI WKHLU H[SRUWV LV RULHQWHG WR *HUPDQ\ 7KHVH FRXQWULHV DOVR KDYH KLJK
)',SHQHWUDWLRQLQWKHLUWUDGDEOHVHFWRUV
ZLWK PXFK RI WKHLU PDQXIDFWXULQJ )',
RULJLQDWLQJ IURP *HUPDQ\ DXWRPRELOH
FRPSRQHQWV DQG HOHFWURQLF VHFWRUV  2Q
WKHRWKHUKDQGWKH%DOWLFsWDWHVDQGWKH
6RXWKHUQ (XURSHDQ VWDWHV H[DPLQHG
KHUH VKRZ ORZHU H[SRUW VKDUHV YDU\LQJ
OHYHOVRIWUDGHGH¿FLWORZOHYHOVRIH[SRUW
FRPSOH[LW\ DQG OLPLWHG WUDGH UHODWLRQV
ZLWK *HUPDQ\ $OO RI WKLV VXSSRUWV WKH
YLHZWKDWDPRQJWKHGLIIHUHQWIDXOWOLQHV
LQ FULVLVULGGHQ (XURSH RQH GHFLVLYH
GLYLVLRQ LV EHWZHHQ WKH VXUSOXV DQG WKH
GH¿FLW FRXQWULHV ZLWK FRUH &(( FRXQWULHV LQWKLVFRQWH[WWKH&]HFK5HSXEOLF
6ORYDNLDDQG+XQJDU\ EHLQJSDUWRIWKH
*HUPDQ\FHQWUHGFRUHUHJLRQLQWHUPVRI
WUDGHDQGLQYHVWPHQWSDWWHUQVZLWKLQWKH
(XURSHDQGLYLVLRQRIODERXU
:LWKLQ WKLV IUDPHZRUN :HVWHUQ
PRVWO\ *HUPDQ  PXOWLQDWLRQDOV KDYH
EHQH¿WHG IURP FKHDS VRXUFLQJ IURP
&HQWUDO(DVWHUQ(XURSHDQORFDWLRQVDQG
KDYHXVHGWKLVWRVWUHQJWKHQWKHLUPDUNHW
SRVLWLRQVDQGFRPSHWLWLYHQHVVRQDJOREDO
OHYHO 7KH ORQJHUWHUP VXVWDLQDELOLW\ RI
WKLVPRGHOSRVHVVHULRXVTXHVWLRQVKRZHYHU ,W FDQ EH PDLQWDLQHG RQO\ LI &((

VXEFRQWUDFWLQJDFWLYLWLHVEHFRPHKLJKHU
YDOXHDGGHG LQ WHUPV RI ERWK 5 ' DQG
ORFDOYDOXHDGGHGFRQWHQW7KRXJKVLJQV
RIVXFKDWUHQGZHUHDSSDUHQWLQWKHPLG
V VHH%URDGPDQ WKHSURFHVV
ZDV LQWHUUXSWHG E\ WKH FULVLV DQG QRZDGD\V HJ(XURSHDQVHPHVWHU WKHPDLQVWUHDP DGMXVWPHQW VWUDWHJ\ LV IRFXVVHG
RQ ORZZDJH FRPSHWLWLRQ 7KLV LV DQ\WKLQJEXWSURPLVLQJIRUWKHIXWXUH
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The role of cross-border lending

Figure 2.8

Expansion of bank credits: annual private credit flow in % of GDP (non-consolidated)
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Source: Eurostat (2012).

&RQYHUJHQFH
FDQQRWUHO\RQ
FUHGLWH[SDQVLRQ
2QH RI WKH PDMRU DUHDV RI YXOQHUDELOLW\
GXULQJ WKH FULVLV UHVXOWHG IURP FURVV
ERUGHU FUHGLW H[SDQVLRQ LQ WKH SULYDWH
VHFWRU EXVLQHVV DQG KRXVHKROG VHFWRUV 
LQ PDQ\ RI WKH HFRQRPLHV WKDW HQMR\HG
KLJKJURZWKDQGFRQYHUJHQFHEHIRUHWKH
FULVLV
6XEVLGLDULHV RI :HVWHUQ (XURSHDQ
EDQNV LQ WKH &(( UHJLRQ WKDW PDNH XS
WKH PDMRULW\ RI WKH EDQNLQJ VHFWRU LQ
WKRVHFRXQWULHV ZHUHDFWLYHLQSURYLGLQJ
FKHDS FUHGLWV WR WKH SRSXODWLRQ DQG WKH
HQWHUSULVH VHFWRU RIWHQ GHQRPLQDWHG LQ
IRUHLJQ FXUUHQFLHV (85 &+) DQG HYHQ
-DSDQHVH <HQ  7KH ¿QDO NH\ GLVWLQFWLRQWREHFRQVLGHUHGKHUHLVWKHRQHZH
VHH EHWZHHQ FRXQWULHV WKDW H[SHULHQFHG
FUHGLW EXEEOHV LQ WHUPV RI KXJH FUHGLW
H[SDQVLRQ WKDW ZDV IROORZHG E\ FUHGLW
FUXQFK DQG UHFHVVLRQ DQG WKRVH ZKLFK
KDYLQJ NQRZQ VXFK H[FHVVHV VXEVHTXHQWO\ H[SHULHQFHG D PRUH EDODQFHG
GHYHORSPHQW 7KH FUHGLW H[SDQVLRQ
XQGHUSLQQHGWKHFXUUHQWDFFRXQWGH¿FLWV
LQWKH6RXWKDQGLQWKHGH¿FLWFRXQWULHV
LQ WKH (DVW )RUHLJQ GLUHFW LQYHVWPHQW
WXUQHG RXW WR UHSUHVHQW DQ DOWHUQDWLYH

PHDQV RI EDODQFHRISD\PHQWV GH¿FLW
¿QDQFLQJ VHHSUHYLRXVVHFWLRQV 
$OWKRXJK DV PHQWLRQHG DERYH
WKH VXVWDLQDELOLW\ RI )', DV D GULYHU RI
FRQYHUJHQFH FDQ LQ DQ\ FDVH EH TXHVWLRQHG WKH H[FHVVLYH FUHGLW H[SDQVLRQ
ZDV FOHDUO\ QRW VXVWDLQDEOH :LWK WKH
FUHGLW FUXQFKDQG WKH DFFXPXODWHG KLJK
GHEW VKRUWWHUP JURZWK DQG FRQYHUJHQFH HIIHFWV DFKLHYHG WKURXJK FUHGLW
H[SDQVLRQHYDSRUDWHGDOORIDVXGGHQDQG
WXUQHG LQWR WKHLU UHYHUVH H[SRVLQJ WKH
XQVXVWDLQDELOLW\ ± LQGHHG WKH PLUDJH ±
RIFUHGLWGULYHQFRQYHUJHQFHLQ(XURSH
)LJXUH  VKRZV DQQXDO SULYDWH
VHFWRUFUHGLWÀRZWRWKHUHVSHFWLYHFRXQWULHV EHIRUH DQG DIWHU WKH FULVLV 2QO\
*HUPDQ\ VKRZV D ORZ DQG EDODQFHG
OHYHO RI FUHGLW ÀRZV RYHU WKH \HDUV IROORZHG E\ WKH &]HFK 5HSXEOLF 6ORYDNLD
DQG3RODQGLHFRXQWULHVZLWKRXWH[FHVVLYH GHEW GHYHORSPHQWV $OO RWKHU FRXQWULHV VKRZ H[FHVVHV ZLWK VLJQV RI FUHGLW
EXEEOHV WKDW EXUVW GXULQJ WKH FULVLV $
FUHGLW H[SDQVLRQ LQ %XOJDULD RI FORVH WR
RI*'3LQUHSUHVHQWVWKHSHDN
ZKLOH WKH FUHGLW RXWÀRZ IURP +XQJDU\
LQ  DPRXQWLQJ WR  RI *'3
FRQVWLWXWHV E\ FRQWUDVW WKH QHJDWLYH
UHFRUG7KH%DOWLF6WDWHV*UHHFH6SDLQ
DQG 3RUWXJDO ZHUH DOO KHDYLO\ DIIHFWHG
E\ ERWK WKH SUHFULVLV FUHGLW H[SDQVLRQ
DQG VXEVHTXHQWO\ E\ WKH FUHGLW FUXQFK
GXULQJWKHFULVLV&UHGLWVDOVRQHHGWREH
SDLG EDFN DQG WKLV GHOHYHUDJLQJ SURFHVV
UHGXFHV HFRQRPLF GHPDQG DQG GHHSHQV

WKH UHFHVVLRQ 7KHVH REVHUYDWLRQV DOORZ
WKHFRQFOXVLRQWREHGUDZQWKDW¿QDQFLDO
LQWHJUDWLRQ WKURXJK XQFRQWUROOHG FURVV
ERUGHU OHQGLQJ FDQ LI QRW PDQDJHG DQG
UHJXODWHG LQGHHG UHVXOW LQ WXUPRLO 2QH
VLJQL¿FDQW GLYLVLRQ LQ (XURSH KDV GH¿QLWHO\EHHQEHWZHHQWKRVHFRXQWULHVWKDW
KDG FUHGLW EXEEOHV EHIRUH WKH FULVLV DQG
WKRVHWKDWGLGQRW

39

2.

A downward-spiralling multi-speed Europe

Productivity and wage levels

Figure 2.9

Key indicators for selected central, eastern and southern European countries (Germany being the reference), 2010

Country

Gross yearly wage per
employee, business
sector (EUR, PPS)

Wage level in business sector
at PPS in % of Germany

Labour productivity, total
economy, Germany = 100

Real effective exchange rate,
% difference from long-term
average

Czech Rep

15,575

38.5

68.5

41.5

Hungary

16,737

41.4

67.1

13.0

Greece

31,784

78.7

93.6

12.8

Germany

40,364

100.0

100.0

-5.8

Portugal

20,371

50.4

70.7

8.7

Slovakia

16,316

40.4

75.2

54.2

Source: European Commission (2011); Eurostat (2012).

&RVW
FRPSHWLWLYHQHVV
has its limits
([SRUWGHSHQGHQFHDVDULVNIDFWRUGXULQJ
WKHFULVLVLQ&HQWUDO(DVWHUQ(XURSH
KDG UDLVHG GRXEWV DERXW WKH VXVWDLQDELOLW\ RI WKHVH FRXQWULHV¶ H[SRUWEDVHG DQG
)',GULYHQ JURZWK PRGHO ZKHUHDV WKH
FDVH RI 6RXWKHUQ (XURSHDQ FRXQWULHV LQ
WKHHXUR]RQHFULVLVVKRZHGWKDWWKH
ODFN RI VXFK DQ H[SRUW SRWHQWLDO OHDGV WR
HYHQELJJHUSUREOHPV $SDUWIURPWKH¿VFDOHOHPHQWRIWKHLUGLI¿FXOWLHV VHH&KDSWHU   *UHHFH DQG 3RUWXJDO VXIIHU IURP D
ORQJHUWHUP ODFN RI H[SRUW FRPSHWLWLYHQHVVWKDWLVDOVRDSSDUHQWIURPWKHDFFXPXODWLQJ LPEDODQFHV ZLWKLQ WKH UHVW RI
the HXUR]RQH 'XULQJ WKH ODVW WHQ \HDUV
WKHVHWZRFRXQWULHVZHUHORVLQJFRPSHWLWLYHQHVV YLVjYLV *HUPDQ\ DV WKHLU XQLW
ODERXU FRVWV URVH VXEVWDQWLDOO\ KLJKHU
WKDQ LQ *HUPDQ\ ZLWK ZDJHV LQFUHDVLQJ
IDVWHU WKDQ SURGXFWLYLW\  &KDSWHUV  DQG
LOOXVWUDWHWKLVGLYHUJHQFHVKRZLQJDOVR
that New PHPEHUVWDWHV 106 LQ&HQWUDO
(DVWHUQ (XURSH KDYH VHHQ HYHQ JUHDWHU
LQFUHDVHV LQ WKHLU UHODWLYH XQLW ODERXU
FRVWVFRPSDUHGWR*HUPDQ\
:KLOH VRPH 6RXWKHUQ (XURSHDQ
FULVLV VWDWHV PD\ KDYH D ORQJWHUP
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FRPpetiWLYHQHVV SUREOHPWKLV LV QRW WKH
FDVHIRUPRVW&HQWUDO(DVWHUQ(XURSHDQ
FRXQWULHV )LJXUH  VKRZV VRPH NH\
FRPSHWLWLYHQHVV LQGLFDWRUV EDVHG RQ WKH
(XURSHDQ&RPPLVVLRQ¶V$QQXDO*URZWK
6XUYH\ (XURSHDQ&RPPLVVLRQ  DQG
RQ (XURVWDW GDWD,W IRFXVHVRQWKH UHODWLRQEHWZHHQJURVVZDJHVLQWKHEXVLQHVV
VHFWRUDQGSURGXFWLYLW\DWWKHOHYHORIWKH
HFRQRP\ DV D ZKROH ERWK PHDVXUHG DW
SXUFKDVLQJSRZHUVWDQGDUGV336 DQGLW
VHWVWKHVH¿JXUHVLQUHODWLRQWR*HUPDQ\
7KH ¿JXUHV UHYHDO WKDW ZDJH OHYHOV UHODWLYHWRSURGXFWLYLW\DUHORZHULQDOORIWKH
H[DPLQHG FRXQWULHV WKDQ LQ *HUPDQ\
WKHLUUHODWLYHZDJHVDUHORZHUWKDQWKHLU
UHODWLYHSURGXFWLYLW\ 
7KH UHDO HIIHFWLYH H[FKDQJH UDWH ±
WKH NH\ LQGLFDWRU RI FRPSHWLWLYHQHVV LQ
WKH H\HV RI WKH &RPPLVVLRQ ± VKRZV WKH
FRPELQHG HIIHFW RI H[FKDQJH UDWH LQÀDWLRQ QRPLQDO ZDJHV DQG GHYHORSPHQWV
LQ SURGXFWLYLW\ D KLJKHU SRVLWLYH ¿JXUH
VKRZV D ORVV RI FRPSHWLWLYHQHVV  :KDW
ZHVHHKHUHLVWKDW6ORYDNLDDQGWKH&]HFK
5HSXEOLFVHHPWRKDYHORVWFRVWFRPSHWLWLYHQHVV RQ WKH ODUJHVW VFDOH IROORZHG E\
+XQJDU\ *UHHFH DQG 3RUWXJDO DFFRUGLQJ WR WKLV LQGLFDWRU DOVR VKRZ D ORVV RI
FRPSHWLWLYHQHVV EXW WR D VPDOOHU H[WHQW
$OO &RPPLVVLRQ DQDO\VHV RI FRPSHWLWLYHQHVVWDNHRQO\\HDUO\FKDQJHVLQWRDFFRXQW
ZLWK WKH XQGHUO\LQJ DVVXPSWLRQ WKDW WKH
\HDU RI UHIHUHQFH XVXDOO\   ZDV D
µJROGHQ\HDURIKDUPRQ\¶DQGHTXLOLEULXP
,Q WHUPV RI \HDUO\ FKDQJHV LQ the real

HIIHFWLYHH[FKDQJHUDWH 5((5 ERWKWKH
&]HFK 5HSXEOLF DQG 6ORYDNLD LQGHHG ORVW
FRVW FRPSHWLWLYHQHVV WR D FHUWDLQ GHJUHH
EXW WKLV GRHV QRW QHFHVVDULO\ PHDQ WKDW
WKH\ EHFDPH QRQFRPSHWLWLYH JLYHQ DOVR
WKDW WKHLU ZDJH OHYHOV ± DOVR LQ UHODWLYH
WHUPVWRSURGXFWLYLW\±DUHVWLOOORZ%RWK
WKHLUWUDGHEDODQFHVDQGJURZWKLQPDUNHW
VKDUHVVKRZWKDWWKLVZDVQRWWKHFDVH
6RXWKHUQ(XURSHDQFULVLVVWDWHVRQ
WKHRWKHUKDQGDSSHDUWRKDYHDQHQGXULQJFRPSHWLWLYHQHVVSUREOHPDVGH¿FLWVLQ
WUDGHDQGPDUNHWVKDUHORVVHVVKRZ7KLV
LV QRW QHFHVVDULO\ D FRVWFRPSHWLWLYHQHVV
SUREOHP DV VKRZQ E\ WKH FRPSDULVRQ RI
ZDJH DQG SURGXFWLYLW\ OHYHOV LQ )LJXUHV
DQGUHVSHFWLYHO\
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Figure 2.10

Wage-adjusted productivity in manufacturing in selected countries, 2009

Country

Apparent labour productivity*

Average personnel costs

Wage-adjusted productivity (%)

(EUR 1000 per employed)
EU27

46

34.5

132.1

Czech Republic

22

14.0

154.6

Hungary

23

11.7

199.6

Greece

42

28.0

150.6

Germany

57

47.2

120.7

Portugal

23

15.8

146.7

Slovakia

17

12.3

134.7

Spain

48

35.1

137.2

Source: Eurostat (2012) http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Manufacturing_statistics_-_NACE_Rev._2
*apparent labour productivity is defined as value added at factor costs divided by the number of persons employed.

,VFRVW
FRPSHWLWLYHQHVV
LQGHHGWKHLVVXH"
)LJXUH  RIIHUV DQ DOWHUQDWLYH LQGLFDWRU RI ZDJHDGMXVWHG SURGXFWLYLW\ DFURVV
(8 PHPEHU VWDWHV E\ WDNLQJ WKH UDWLR RI
DSSDUHQW ODERXU SURGXFWLYLW\ DQG DYHUDJH SHUVRQQHO FRVWV LQ PDQXIDFWXULQJ LQ
FURVVFRXQWU\ FRPSDULVRQ 7KH ¿UVW IHDWXUH GHPRQVWUDWHG E\ WKHVH GDWD LV WKDW
GLYHUJHQFH LQ OHYHOV LV PXFK VPDOOHU KHUH
WKDQ ZKDW WKH HYLGHQFH EDVHG VROHO\ RQ
XQLWODERXUFRVWGHYHORSPHQWVZRXOGVXJJHVW RYHU WLPH 7KH VHFRQG LQWHUHVWLQJ
UHVXOW LV WKDW *HUPDQ\ VKRZV WKH ORZHVW
YDOXHLQZDJHDGMXVWHGSURGXFWLYLW\FRPSDUHG WR WKH FRXQWULHV H[DPLQHG KHUH
:KDWWKLVPHDQVLQFRQFUHWHWHUPVLVWKDW
LQ*HUPDQPDQXIDFWXULQJZLWK(85
ZDJH FRVWV  (85 YDOXH DGGHG ZDV
SURGXFHGZKLOHLQ+XQJDU\WKH¿JXUHZDV
(85DQGLQ*UHHFH(85
&RPELQLQJ WKHVH WZR IDFWRUV LQWR
WKH ZDJHDGMXVWHG ODERXU SURGXFWLYLW\
UDWLRVKRZVWKDWYDOXHDGGHGSHUSHUVRQ
HPSOR\HG ZDV HTXLYDOHQW WR   RI
DYHUDJHSHUVRQQHOFRVWVSHUHPSOR\HHLQ
PDQXIDFWXULQJLQWKH(8
2QH RI WKH OHVVRQV WKDW FDQ EH
GUDZQ IURP WKH DERYH HYLGHQFHGDWD

LV WKDW ZKLOH WKHVH µSHULSKHUDO¶ FRXQWULHVZHUHGXHWRLQFUHDVLQJODERXUXQLW
FRVWV JUDGXDOO\ ORVLQJ FRVW FRPSHWLWLYHQHVV RYHU WLPH WKLV GRHV QRW QHFHVVDULO\ PHDQ WKDW WKHLU FRPSHWLWLYHQHVV ZDV
GZLQGOLQJ WR QRWKLQJ IRU WKH\ UHPDLQ
FRPSHWLWLYH E\ YLUWXH RI WKHLU UHODWLYHO\
ORZ LQFRPH DQG ZDJH  OHYHOV DQG WKLV
LV SDUWLFXODUO\ WUXH RI &(( FRXQWULHV
7KRXJK 6ORYDNLD KDV LQ UHFHQW \HDUV
EHHQ ORVLQJ FRVW FRPSHWLWLYHQHVV DW D
UHFRUG OHYHO VHH rHDO HIIHFWLYH H[FKDQJH
rate 5((5  LQ )LJXUH   ZLWKLQ WKH
(8LWUHWDLQVQRQHWKHOHVVDUHDVRQDEOH
OHYHO RI FRPSHWLWLYHQHVV DV FDQ EH VHHQ
IURP LWV UHODWLYH ZDJHDGMXVWHG SURGXFWLYLW\ OHYHOV EXW DOVR IURP LWV WUDGH VXUSOXV DQG LWV H[SRUW SHUIRUPDQFH $QG LI
VRPH 6RXWKHUQ (XURSHDQ FRXQWULHV GR
XQGRXEWHGO\VKRZVLJQVRIDODFNRIFRPSHWLWLYHQHVV WKH GDWD RQ UHODWLYH ZDJH
DQG SURGXFWLYLW\ OHYHOV DW OHDVW VXJJHVW
WKDW XQGHUO\LQJ WKLV VKRUWFRPLQJ DUH D
QXPEHU RI VWUXFWXUDO UHDVRQV DV VHHQ
LQWKHSUHYLRXVVHFWLRQV RYHUDQGDERYH
DQ\ PHUH FRVW IDFWRU $OWKRXJK WDFNOLQJ
WKHVH VWUXFWXUDO SUREOHPV WKURXJK FRVW
DGMXVWPHQW ZDJHDQGVSHQGLQJFXWV FDQ
GHOLYHU WHPSRUDU\ UHVXOWV LQ FRVW FRPSHWLWLYHQHVV DW WKH SULFH RI D GUDPDWLF
LQFUHDVH LQ SRYHUW\ DQG XQHPSOR\PHQW
LQ WKH HQG WKHVH LQHYLWDEOH VLGH HIIHFWV
DOVR MHRSDUGL]H WKH VXFFHVV RI WKH HQWLUH
DGMXVWPHQW &RVW DGMXVWPHQW LV VLPSO\
QRW DQ DGHTXDWH ZD\ RI DGGUHVVLQJ WKH
ORQJHUWHUPVWUXFWXUDOSUREOHPV VXFKDV

WKHVKDUHRIPDQXIDFWXULQJLQWKHZKROH
HFRQRP\H[SRUWVKDUHVTXDOLWDWLYHFRPSRVLWLRQ RI H[SRUWV SODFH LQ WKH LQWHUQDWLRQDO GLYLVLRQ RI ODERXU HWF  $V ZH
KDYHVHHQDERYHWKHVHFRXQWULHVDUHQRW
FRPSHWLQJRQH[SRUWPDUNHWVZLWK(DVWHUQ(XURSHRU*HUPDQ\7KHSUREOHPWR
SXWLWEOXQWO\ZDVQRWWKDWFRQVXPHUVLQ
WKH VXUSOXV FRXQWULHV KDG EHHQ EX\LQJ
OHVVROLYHRLODQGSRUWZLQHGXHWRULVLQJ
XQLW ODERXU FRVWV LQ *UHHFH RU 3RUWXJDO
,Q RWKHU ZRUGV WKH FXUH FKRVHQ WR GDWH
LVRQHWKDWWDFNOHVWKHV\PSWRPVEXWQRW
WKHFDXVHVRIWKHSUREOHP
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:KDWSURVSHFWRI
HFRQRPLFPRGHO
FRQYHUJHQFHLQ
Europe?
7KLV FKDSWHU KDV DQDO\VHG WKH FKDQJLQJ G\QDPLFV RI HFRQRPLF FRQYHUJHQFH
WUHQGV LQ D µPXOWLVSHHG (XURSH¶ 7KH
FULVLV RI  UHSUHVHQWHG D EUHDN LQ
WKHORQJWHUPFRQYHUJHQFHWUHQGV,QLWV
ZDNHZHKDYHZLWQHVVHGDORVVRIWKHFRQYHUJHQFHG\QDPLFVDQGLQVRPHFDVHVD
UHYHUVDO RI FRQYHUJHQFH VHHLQJ LQGLYLGXDO SDUWV RI (XURSH GULIWLQJ DZD\ IURP
HDFK RWKHU DV WKH\ H[SHULHQFH GLIIHULQJ
HIIHFWV RI ERWK WKH FULVLV DQG WKH HQVXLQJ DGMXVWPHQW SROLFLHV ,V LW WKHQ SRVVLEOH WKDW FRQYHUJHQFH D YDOXH EHOLHYHG
XQWLOQRZWREHLQKHUHQWLQWKHSURFHVVRI
(XURSHDQLQWHJUDWLRQLVXOWLPDWHO\WXUQLQJ RXW WR EH D P\WK D GUHDP RU D ORVW
RSSRUWXQLW\"
7KH FULVLV KDV KLJKOLJKWHG WKH
GLYHUVLW\RIHFRQRPLFPRGHOVDQGRIWKHLU
VXVWDLQDELOLW\ GXULQJ KDUG WLPHV DQG
H[WHUQDOVKRFNVLQWKH(XURSHDQµSHULSKHULHV¶:KLOHGLYHUJHQFHLQWKHHFRQRPLF
FDWFKLQJXSSURFHVVHVSDUWLFXODUO\DIWHU
 VKRZHG DQ (DVW6RXWK GLYLVLRQ
WKHPXOWLSOHIDXOWOLQHVFKDUDFWHUL]LQJWKH
GLYHUVLW\RISROLWLFDODQGHFRQRPLFVWUXFWXUHVFDQEHVKRZQWRFXWDFURVVKLVWRULFDO DQG JHRJUDSKLF FRXQWU\ JURXSV 7KH
FUHGLW FUXQFK RI  KLJKOLJKWHG WKH
GLYLVLRQEHWZHHQWKHFRXQWULHVZLWKFXUUHQW DFFRXQW VXUSOXVHV WKH (XURSHDQ
µFRUH¶ DURXQG *HUPDQ\ LQFOXGLQJ DOVR
WKH(DVWHUQ&HQWUDO(XURSHDQH[SRUWHUV
DQG WKH µGH¿FLW¶ FRXQWULHV LQFOXGLQJ WKH
0HGLWHUUDQHDQFRXQWULHV,UHODQGDQGD
QXPEHU RI FRXQWULHV LQ (DVWHUQ (XURSH
*LYHQ WKH ODFN RI HIIHFWLYH DGMXVWPHQW
PHFKDQLVPV LQ WKH HXUR]RQH WKH VXUSOXVGH¿FLW GLYLGH TXLFNO\ WXUQHG LQWR
WKHGLI¿FXOWFUHGLWRUGHEWRUUHODWLRQVKLS
7KH µGHEWRU¶ FRXQWULHV WKHQ H[SHULHQFHG
D SURORQJHG DJRQ\ RI QHJRWLDWHG DQG
LPSRVHG DGMXVWPHQWV LQ WKH FRQWH[W RI
FULVLVGULYHQHXUR]RQHLQVWLWXWLRQEXLOGLQJ *LYHQ WKH XQHTXDO SRZHU UHODWLRQV
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EHWZHHQ GHEWRUV DQG FUHGLWRUV WKH FRQFHUQV RI WKH ODWWHU LQHYLWDEO\ FDPH WR
GRPLQDWH WKH QDWXUH RI WKH DGMXVWPHQW
HIIRUWVPDGH7KLVHFRQRPLFGLYLGHWKXV
TXLFNO\WUDQVODWHGLQWRSROLWLFDOWHQVLRQV
WKDWPD\ZHOOSODFHWKHSURFHVVRI(XURSHDQLQWHJUDWLRQLQVHYHUHMHRSDUG\
,Q &HQWUDO (DVWHUQ (XURSH WKH
FULVLVKDVKLJKOLJKWHGWKHIUDJLOLW\RIWKH
LQWHJUDWLRQ PRGHO WKDW KDG SUHYLRXVO\
KHOSHG FRXQWULHV WR DFKLHYH D FRQVLGHUDEOH GHJUHH RI FRQYHUJHQFH WRZDUGV
:HVWHUQ(XURSHLQWKHSUHFULVLVSHULRG
)',GULYHQ H[SRUWEDVHG JURZWK FRQFHQWUDWHG LQ F\FOLFDO LQGXVWULHV GLG
LQGHHG SURYH WR EH D ULVN IDFWRU GXULQJ
WKH GRZQWXUQ EXW WKH TXLFN UHERXQG LQ
H[SRUWVIROORZLQJWKHFULVLVDOVRDSSHDUV
WR LQGLFDWH D UHODWLYH UHVLOLHQFH RI WKLV
HFRQRPLFPRGHO7KHPDMRUFKDOOHQJHIRU
WKHVH FRXQWULHV LV WR GHYHORS LQQRYDWLRQ
DQG NQRZOHGJHLQWHQVLYH DFWLYLWLHV WKDW
ZRXOGDOORZWKHPWRVXVWDLQWKHFRQYHUJHQFH WUHQG LQ WKH ORQJ WHUP 7KH FRPSOH[H[SRUWHUVLQ&HQWUDO(DVWHUQ(XURSH
LQ SDUWLFXODU FDQQRW FRQWLQXH WR UHO\ RQ
FRVWFRPSHWLWLYHQHVVJLYHQDPRQJRWKHU
WKLQJV WKH FRPSHWLWLRQ IURP WKH ODUJH
SRRORIFKHDSODERXULQWKH6RXWK(DVWHUQ
(XURSHDQ FRXQWULHV 7R RYHUFRPH WKLV
FKDOOHQJH PD\ UHTXLUH DQ µLQVWLWXWLRQDO
FDWFKXS¶E\IRUH[DPSOHLQFUHDVHGSXEOLFLQYHVWPHQWLQHGXFDWLRQDQGUHVHDUFK
DQG LPSURYHPHQW LQ WKH TXDOLW\ RI WKH
LQVWLWXWLRQDOHQYLURQPHQW
7KH HXUR]RQH FULVLV GHPRQVWUDWHG
DOVR WKDW LQ WKH DEVHQFH RI FRPSHWLWLYH H[SRUW VHFWRUV 6RXWKHUQ (XURSHDQ
FULVLV FRXQWULHV DUH LQ D PRUH GLI¿FXOW
VLWXDWLRQ 7KHUH DUH OLPLWV WR ZKDW FDQ
EHDFKLHYHGE\DGMXVWPHQWWKURXJKZDJH
FRVWV DORQH LQ WKRVH FRXQWULHV ZKHUH
H[SRUW GHPDQG DQG PDQXIDFWXULQJ LQ
JHQHUDOSOD\DPXFKOHVVLPSRUWDQWUROH
7KH ZHDNQHVV RI WKH FRPSHWLWLYH SRVLWLRQ RI FULVLVULGGHQ 6RXWKHUQ (XURSHDQFRXQWULHVLVSULPDULO\VWUXFWXUDOLQ
QDWXUHDQGUHODWHGWRWKHLUSRVLWLRQLQWKH
(XURSHDQGLYLVLRQRIODERXU LQWHUPVRI
WUDGHDQGLQYHVWPHQW 0RUHRYHU¿QGLQJ
DSODFHIRUWKHVHFRXQWULHVLQWKHLQWHUQDWLRQDO GLYLVLRQ RI ODERXU LV SDUWLFXODUO\
FKDOOHQJLQJ JLYHQ WKH FRVW FRPSHWLWLRQ
IURP (DVWHUQ (XURSH WKH ZLGHU 0HGLWHUUDQHDQDQGDOVR&KLQD 7KHHYLGHQFH
SUHVHQWHG DERYH LQGLFDWHV WKDW WKH URRW

FDXVH RI WKLV ZHDNQHVV GRHV QRW OLH LQ
FRVW IDFWRUV PHDQLQJ UHODWLYH ZDJH DQG
SURGXFWLYLW\OHYHOV DQGWKDWDQH[FOXVLYH
IRFXV RQ FRVWFXWWLQJ SUHGRPLQDQWO\
YLD ZDJH FXWV  ZLOO WKHUHIRUH QRW GHOLYHU
HQGXULQJ UHVXOWV 6XFK D IRFXV FDUULHV
D KLJK SULFH ZKDW LV PRUH LQ WHUPV RI
UHFHVVLRQ XQHPSOR\PHQW DQG VRFLDO
WHQVLRQV 1RW RQO\ DUH ZH FXUUHQWO\ ZLWQHVVLQJ D VRFLDO GLVDVWHU LQ VRPH RI WKH
6RXWKHUQ(XURSHDQFRXQWULHVEXWZHDUH
LQHUURULIZHUHJDUGWKHVXIIHULQJWKDWLV
EHLQJ LQÀLFWHG DV WKH FROODWHUDO GDPDJH
RI DQ RWKHUZLVH SURPLVLQJ FRUUHFWLRQ
7KHWKHUDS\WKDWKDVEHHQDSSOLHGVRIDU
addresses WKH V\PSWRPV ± WKH FXUUHQW
DFFRXQWGH¿FLW±EXWSRLQWVLQWKHGLUHFWLRQ RI D UDWKHU XQIRUWXQDWH VROXWLRQ
RQH WKDW ZRXOG HQWDLO FXWWLQJ LPSRUWV
RQ JURXQGV RI LPSRYHULVKPHQW 6XFK
WKHUDS\ZLOOLQHYLWDEO\GHOD\HYHQIXUWKHU
DQ\ SURVSHFW RI D ODVWLQJ VROXWLRQ EDVHG
RQ KLJKHU H[SRUWV IRU VXFK DQ RXWFRPH
ZRXOGEHSRVVLEOHRQO\ZLWKWKHGHYHORSPHQWRIFRPSHWLWLYHH[SRUWVWUXFWXUHV

Austerity policies and
the changing context of
collective bargaining in Europe

3.

Introduction
The austerity policies currently pursued by governments throughout Europe in order
to resolve the sovereign debt crisis have fundamentally altered the collective bargaining landscape in Europe: they have targeted not only bargaining outcomes, by putting
GLUHFWSUHVVXUHRQZDJHVEXWDOVREDUJDLQLQJSURFHGXUHVE\SXVKLQJIRUPRUHÀH[LEOH
(i.e. decentralised) wage-setting arrangements. This has been particularly the case in
WKHVRFDOOHGµGH¿FLWFRXQWULHV¶LQZKLFKVXSUDQDWLRQDOLQVWLWXWLRQVVXFKDVWKH(XURSHDQ
Commission, the European Central Bank (ECB) and the International Monetary Fund
(IMF) imposed a policy of cutting wages and decentralizing wage-setting arrangements
LQUHWXUQIRUHLWKHU¿QDQFLDOUHVFXHSDFNDJHVRULQWHUYHQWLRQRQVRYHUHLJQERQGVVHFRQGary markets. However, the fact that, in 2012, 17 out of 27 EU member states received a
FRXQWU\VSHFL¿FUHFRPPHQGDWLRQRQZDJHSROLF\IURPWKH(XURSHDQ&RPPLVVLRQLQGLFDWHVWKDWLWLVQRWRQO\GH¿FLWFRXQWULHVWKDWDUHVXEMHFWHGWRSROLWLFDOSUHVVXUHWRUHIRUP
WKHLUZDJHVHWWLQJDUUDQJHPHQWV VHH-DQVVHQDIRUDQRYHUYLHZRIFRXQWU\VSHFL¿F
wage recommendations). The austerity approach pursued by national and supranational policy-makers therefore marks a paradigm shift from the support for (or at least
acceptance of) free collective bargaining guaranteed by article 153.5 of the Treaty on the
Functioning of the European UnionZKLFKH[SOLFLWO\H[FOXGHVZDJHVHWWLQJDQGFROOHFWLYH
bargaining from the realm of EU policies, to direct political intervention in national collective bargaining outcomes and procedures (Schulten 2012a; Schulten and Müller 2013).
This chapter will address the implications of this political interventionism in three
GLVWLQFWVSKHUHV7KH¿UVWSDUWGHDOVZLWKWKHSURFHGXUDODVSHFWVLOOXVWUDWLQJKRZWKH
austerity-induced political interventionism led to fundamental changes in national wagesetting and collective bargaining institutions; the second part focuses on the implications for the actual outcome of negotiations in terms of wage developments; and the third
part traces recent trends in income inequality as a key component of social cohesion.
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Figure 3.1

Forms of supranational intervention in national wage-setting and collective bargaining systems

Form of supranational intervention

Actors applying the measures

Countries affected

New European system of economic
governance sanctioning non-compliance of
member states with European policy
recommendations

European Commission

All EU member states

‘Troika’: European Commission, European
Central Bank and International Monetary Fund

Greece, Ireland, Portugal

International Monetary Fund

Romania, Latvia and Hungary

European Central Bank

Italy, Spain

Memorandums of understanding and
stand-by arrangements demanding wage
cuts and collective bargaining reforms as a
precondition for financial assistance

ECB intervention on the sovereign bonds
secondary market in return for ‘voluntary’
reforms of collective bargaining systems

Source: authors’ compilation.

*URZLQJ(8
LQÀXHQFHRQ
national wage
policies
In order to understand the impact of the
austerity policies on wages and wagesetting arrangements, it is useful to have
a closer look at the underlying rationale
of the austerity measures advocated,
since the onset of the crisis, by the EuroSHDQ&RPPLVVLRQ¶V'*(&),1WKH(&%
and the IMF. At the heart of the austerity approach lies the belief that the current crisis is essentially a crisis of (cost)
competitiveness caused by the asymmetrical development of wages – or
PRUH VSHFL¿FDOO\ RI QRPLQDO XQLW ZDJH
costs (as a measure of nominal wages
divided by a volume measure of productivity) – in the eurozone (Janssen
D   6LQFH WKH (08 E\ GH¿QLWLRQ
UXOHV RXW H[FKDQJHUDWH GHYDOXDWLRQ DV
a solution to competitiveness problems,
ZDJHV EHFDPH SROLF\PDNHUV¶ NH\ IRFXV
DV DQ HFRQRPLF DGMXVWPHQW PHFKDQLVP
Thus, a policy of internal devaluation
was proposed as a ‘functional substitute
WRFXUUHQF\GHYDOXDWLRQ¶ $UPLQJHRQDQG
Baccaro 2012: 256) in order to close the
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FRPSHWLWLYH ZDJH JDS EHWZHHQ µVXUSOXV¶
DQG µGH¿FLW¶ FRXQWULHV )ROORZLQJ WKLV
direct link between unit wage costs and
FRPSHWLWLYHQHVVWKHNH\REMHFWLYHRIWKH
internal devaluation approach has been
WR LQFUHDVH WKH GRZQZDUG  ÀH[LELOLW\
of wages and – in order to achieve this
±WRGHFHQWUDOL]HH[LVWLQJFROOHFWLYHEDUgaining arrangements in order to ensure
that wages stay in line with productivity
developments (Janssen 2011a: 3).
The implementation of the internal
devaluation strategy rests on the three
pillars of supranational interventionLVPRXWOLQHGLQ)LJXUH7KH¿UVWIRUP
of interventionism, which potentially
applies to all EU member states, is the
new European system of economic governance put in place by the EU and its
member states towards the end of 2009.
With its newly introduced mechanisms
for monitoring, sanctions, and increased
FRRUGLQDWLRQ 'HJU\VH WKHQHZ
system shifted economic decision-making powers increasingly from the national
to the European level. The implications of
the various elements of the new system of
economic governance will be dealt with
in more detail below. The second form of
interventionism addresses those crisisULGGHQ FRXQWULHV ZKLFK UHO\ RQ ¿QDQFLDO
assistance from the EU or the IMF. These
FRXQWULHVDVDSUHFRQGLWLRQIRU¿QDQFLDO
assistance, were required to introduce
far-reaching labour market reforms,
which were laid down either in so-called

µ0HPRUDQGXPV RI 8QGHUVWDQGLQJ¶ ZLWK
WKH7URLND LQWKHFDVHRI*UHHFH,UHODQG
and Portugal) or in ‘Stand-by ArrangePHQWV¶ZLWKWKH,0) LQWKHFDVHRI+XQgary, Latvia and Romania). The third
IRUPRILQWHUYHQWLRQLVWKH(&%¶VSUDFWLFH
of making the purchase of government
ERQGV FRQGLWLRQDO RQ µYROXQWDU\¶ SROLF\
reforms, including reforms of collective
bargaining institutions (Meardi 2012a,
E 7KLVDSSURDFKZDV¿UVWSXUVXHGXQRI¿FLDOO\LQWKHFDVHVRI,WDO\DQG6SDLQEXW
EHFDPH TXDVLRI¿FLDO LQ DXWXPQ 
when the ECB announced that it would
buy state bonds without limits if the
affected countries agree on certain political reforms (Schulten and Müller 2013).
'HVSLWH WKH GLIIHUHQFHV LQ PHWKRG
and addressees, the implications of all
three forms of interventionism are the
same: each of them decreases national
DFWRUV¶ GLVFUHWLRQ RYHU SROLF\ FKRLFHV
and, in so doing, creates the framework
for imposing the desired austerity measXUHV LQ WKH ¿HOG RI ZDJHV DQG FROOHFWLYH
bargaining.
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Figure 3.2

The new European system of economic governance and its impact on wages and wage-setting arrangements

Element of economic
governance system

Impact on wages and wage-setting arrangements

European Semester

On the basis of the annual growth survey, European policy-makers propose country-specific policy recommendations
on – amongst other things – wage policies and the reform of wage-setting systems.

Euro-Plus Pact

In the context of the broader objective of intensified economic policy coordination, the signatory states commit
themselves to promote competitiveness by ensuring that wages stay in line with productivity increases, by way of
reviewing wage-setting arrangements and by monitoring public sector wage agreements.

Six Pack

Pressure on wages through: (1) the introduction of asymmetric alert mechanism based on scoreboard of economic
indicators which explicitly includes unit wage costs; and (2) the introduction of quasi-automatic sanctions in case of
non-compliance with debt and deficit criteria or with country-specific recommendations.

Fiscal Pact

Strengthening of the austerity approach by obliging signatory states to enshrine balanced budget rule (including an
automatic correction mechanism) in national law. Strengthening the European policy-makers’ competences by
obliging countries in excessive deficit procedure to submit their economic and structural reform programme (which
potentially also covers the area of wages and collective bargaining) for control and endorsement.

Source: authors’ compilation.

Step-by-step
tightening the grip
on wages
Up until the outbreak of the global economic crisis in 2008, EU-level initiatives
LQ WKH ¿HOG RI ZDJHV DQG FROOHFWLYH EDUgaining were largely restricted to broad
economic policy guidelines, which in
practice had little impact on national systems of industrial relations (Busch et al.
2013: 8). This situation changed fundamentally with the adoption of the various
elements of the new European system
of economic governance, which succesVLYHO\WLJKWHQHGWKH(8¶VJULSRQQDWLRQDO
ZDJH SROLFLHV VHH )LJXUH   7KH ¿UVW
step in this process was the adoption, in
-XQHRIWKHµ(XURSH¶VWUDWHJ\
which introduced the European SemesWHU DV D QHZ (8OHYHO WRRO RI LQWHQVL¿HG
economic policy coordination (European
Council 2010: 5). This new mechanism
also includes wages and wage-setting
arrangements as one policy area to be
covered by its staged economic surveillance procedure, leading from the formulation of the annual growth survey to the
LVVXLQJ RI FRXQWU\VSHFL¿F UHFRPPHQdations. However, since the European
Semester process still remained at the

level of policy recommendations, European policy-makers saw the need for a
more solid legal basis to ensure the implementation of austerity policies. This was
swiftly accomplished with the adoption,
in March 2011, of the Euro-Plus Pact (also
NQRZQ DV WKH µ&RPSHWLWLYHQHVV 3DFW¶ 
ZKLFK LQ WKH ¿HOG RI ZDJHV DQG FROOHFWLYHEDUJDLQLQJH[SOLFLWO\FRPPLWWHGWKH
23 signatory countries to foster competitiveness by ensuring that wages develop
in line with productivity. For this purpose, the states are obliged to review the
degree of centralisation of wage-setting
DUUDQJHPHQWVDQGWKHLQGH[DWLRQPHFKDnism, as well as to ensure that public sector wage settlements do not undermine
competitiveness efforts in the private
sector (European Council 2011: 16). The
VRFDOOHGµ6L[3DFN¶DGRSWHGLQ'HFHPEHU
UHSUHVHQWVWKHQH[WWXUQRIWKHVFUHZ
of EU-level interventionism. The most
important innovation introduced by the
µ6L[3DFN¶ZLWKUHVSHFWWRZDJHVDQGFROlective bargaining is the establishment
RI D QHZ V\VWHP RI HQKDQFHG ¿VFDO DQG
macroeconomic surveillance, through an
alert mechanism for the early detection
of macroeconomic imbalances based on a
µVFRUHERDUG¶ RI HFRQRPLF LQGLFDWRUV WKDW
H[SOLFLWO\LQFOXGHVXQLWZDJHFRVWV6LQFH
this early warning system only detects
XQLWZDJHFRVWGHYHORSPHQWVLQH[FHVVRI
WKH PD[LPXP JURZWK UDWH DOORZHG 
over a period of three years for Euroarea countries), it entirely ignores the

SUREOHP RI SRWHQWLDO GHÀDWLRQDU\ SUHVsures resulting from stagnating or even
falling wages during a period of economic downturn; this new mechanism
thus further increases the pressure on
wages (Janssen 2011b: 2). In addition, the
µ6L[3DFN¶LQWURGXFHVDQDXWRPDWLFSURFHGXUHIRULPSRVLQJ¿QDQFLDOVDQFWLRQVRQ
those countries that fail to comply with
WKH GH¿FLW DQG GHEW FULWHULD RU ZLWK WKH
recommendations issued on the basis of
the alert system. The impact of the 2012
Fiscal Pact on wages and collective bargaining is more indirect but nonetheless
far-reaching. Since the Fiscal Pact is an
LQWHUJRYHUQPHQWDOWUHDW\ZLWKRXWDQH[LW
clause, the obligation to enshrine the rule
of balanced budgets in national law can
be interpreted as an attempt to make the
austerity approach (with its detrimental
effects on wages) irreversible (Konecny
2012: 389). The stipulation that every
VLJQDWRU\ FRXQWULHV VXEMHFW WR DQ H[FHVVLYH GH¿FLW SURFHGXUH KDV WR VXEPLW D
structural reform programme for the
FRUUHFWLRQ RI LWV H[FHVVLYH GH¿FLW WR WKH
Council and the European Commission
for endorsement and monitoring of the
implementation provides the European
policy-makers with far-reaching competences which can also be used to attain
legal competence over national wage-setting (Janssen 2012b: 2).
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Figure 3.3

Decentralization of collective bargaining systems in countries subject to direct supranational intervention

Changes implemented
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Facilitating derogation of firm-level agreements from sectoral agreements or legislative
(minimum) provisions

X

X

Suspension of favourability clauses

X

Promoting bargaining capacities of company-level actors to negotiate firm-level
agreements in addition to or independently from trade unions
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Reducing the period of validity of an agreement after its expiry

X
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LV
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X
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X
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X

X

X
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Sources: Clauwaert and Schömann (2012); Schulten (2012a); Szabó (2013); Trif (2013).

Collective
bargaining
institutions under
attack
Although the current economic crisis
reinforced the tendencies towards the
decentralisation of collective bargaining systems in many EU member states
*ODVVQHU et al. 2011), this process was
most pronounced in those countries
VXEMHFWWRGLUHFWVXSUDQDWLRQDOLQWHUYHQtion. Figure 3.3 provides an overview of
the measures introduced as part of the
national labour market reforms in return
IRU ¿QDQFLDO VXSSRUW SURJUDPPHV RU
in the cases of Italy and Spain, as a preFRQGLWLRQ IRU ¿QDQFLDO PDUNHW LQWHUYHQWLRQWKURXJKWKH(&% 7KH¿JXUHVKRZV
WKDW WKH µRQHVL]H¿WVDOO¶ DSSURDFK RI
the supranational institutions led to
a convergence of policies, shifting the
main focus of collective bargaining from
multi-employer towards company-level
arrangements. However, within this
EURDGHU FRQWH[W RI FRQYHUJLQJ FROOHFtive bargaining frameworks, the various
GHFHQWUDOLVDWLRQ PHDVXUHV ZHUH PL[HG
LQDFRXQWU\VSHFL¿FZD\7KXVGHSHQGing on the degree of centralisation before
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the reforms were carried out, and on
WKH FRXQWU\VSHFL¿F PL[ RI PHDVXUHV
applied, it is possible to observe varying
outcomes in terms of the magnitude of
procedural change.
Against this background, three
groups of countries can be distinguished.
7KH ¿UVW JURXS FRPSULVHV ,UHODQG DQG
Romania, which before the reforms were
characterised by a comparatively high
level of bargaining centralisation involving national cross-sectoral agreements
ZKLFKGH¿QHGWKHWHUPVRIUHIHUHQFHIRU
lower-level negotiations (Visser 2011:
41). In these two countries, the austerity-driven changes led to the complete
breakdown of multi-employer bargaining. In Ireland this was the result of the
JRYHUQPHQW¶V ZLWKGUDZDO IURP QHJRWLDtions over a reform of the public sector in
WKHOLJKWRIGHWHULRUDWLQJSXEOLF¿QDQFHV
in 2009, which after 22 years of crosssectoral wage determination brought
the return of company-level bargaining
2¶.HOO\  'RKHUW\   ,Q 5RPDnia, cross-sectoral bargaining was essenWLDOO\DEROLVKHGE\WKHJRYHUQPHQW¶VXQLODWHUDOLQWURGXFWLRQRIWKH6RFLDO'LDORJXH
Act in 2011 (Trif 2013). Further pressures
towards decentralisation resulted from a
WLJKWHQLQJ RI WKH UXOHV RQ WKH H[WHQVLRQ
and application of sectoral agreements,
and an increase in the threshold for the
representativeness of trade unions as a
precondition to negotiate agreements.
The second group of countries consists of

*UHHFH3RUWXJDODQG6SDLQDOORIZKLFK
have a long tradition of sectoral bargaining arrangements. Although these
multi-employer bargaining structures
remained formally intact, their scope
and actual operation was increasingly
undermined by the various legal changes
introduced in response to the demands
of supranational institutions (Schulten
2012a: 53). The third group of countries
comprises Hungary and Latvia, where
the industrial relations system – as in the
PDMRULW\ RI &(( FRXQWULHV ± LV FKDUDFterised by fragmented, single-employer
bargaining. Since in these two countries
DSSUR[LPDWHO\  RI HPSOR\HHV DUH
already covered by local or companylevel agreements (Keune 2011: 129), there
was not much scope for further decentralisation. While in Latvia the brunt of
austerity measures was borne by the pubOLF VHFWRU LQ WKH IRUP RI H[WHQVLYH ZDJH
cuts (Kallaste and Woolfson 2013: 6-7;
VHH QH[W VHFWLRQ  OHJDO FKDQJHV LQWURduced in Hungary were primarily aimed
at weakening the bargaining power of
trade unions, for instance by curtailing
the right to strike in public services, abolishing the only tripartite national forum
for discussing recommendations on wage
increases, and allowing works councils
to negotiate company-level agreements
if no trade union is present at the workplace (Szabó 2013: 11).
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Austerity-induced
pressure to cut or
freeze wages
3URFHGXUDOFKDQJHVDQGPRGL¿FDWLRQVWR
collective bargaining laws, implemented
LQFRPSOLDQFHZLWKWKHH[WHUQDOO\GULYHQ
rescue programmes, were often accompanied by wage freezes and/or salary cuts.
The two main areas of direct political
intervention were cuts and/or freezes in
public sector pay and in minimum wages.
Both areas were easy targets for direct
political intervention because in most
countries both public sector pay and minimum wages are determined not by collective agreements but by law, thus enabling national governments to impose pay
cuts and freezes unilaterally (Schulten
and Müller 2013). Further political support for direct intervention in public sector wages was provided by the Euro-Plus
3DFW ZKLFK H[SOLFLWO\ UHTXLUHV WKH (8
member states to ‘ensure that wage settlements in the public sector support the
competitiveness efforts in the private secWRU¶ (XURSHDQ&RXQFLO 
As Figure 3.4 illustrates, all the
countries under economic surveillance
by the Troika or the IMF introduced
public sector pay cuts and/or freezes in

an attempt to reduce public spending in
RUGHU WR VWDELOL]H JRYHUQPHQW ¿QDQFHV
and to reassure bond markets (ILO 2013:
20). The most drastic cuts in public sector pay have been introduced in Romania,
/DWYLD DQG *UHHFH ,Q 5RPDQLD SXEOLF
VHFWRUSD\ZDVFXWE\IRUWKHSHULRG
EHWZHHQ-XQHDQG'HFHPEHU+RZever, since the government simultaneously raised VAT and also introduced cuts
in bonuses and additional payments (such
as food allowances and rent subsidies),
the effective wage decrease of public secWRU ZRUNHUV ZDV FORVH WR  *ODVVQHU
 ,Q*UHHFHUHDOZDJHVRIPDQ\SXEOLF VHFWRU HPSOR\HHV DUH QRZ  ORZHU
than in 2009 as a result of two successive
ZDJH FXWV ±  LQ  DQG XS WR 
between 2011 and 2013 – in combination
with the introduction of a new pay scale
/5'    ,Q /DWYLD SXEOLF VHFWRU
ZDJHVZHUHFXWE\LQIROORZHG
by a pay freeze between 2010 and 2012
6FKXOWHQ DQG 0OOHU   'LUHFW FXWV
usually went hand in hand with the canFHOODWLRQ RI ERQXVHV DQG H[WUD SD\PHQWV
VXFKDVWKHµWKPRQWK¶VDODU\ LQ3RUWXgal, Romania, and gradually in Hungary),
compulsory unpaid leave (in Latvia,
Romania, but also in Lithuania and Estonia), and/or the increase in working time
without additional compensation (in
6SDLQ  /5' 
The second key area of direct
political intervention was minimum
wages. Here, three divergent trends are

GLVFHUQLEOH 6RPH FRXQWULHV VXEMHFW WR
supranational interventionism cut the
minimum wage as an integral part of
WKHLUDXVWHULW\SURJUDPPHV*UHHFHZHQW
the furthest in this respect, decreasing
WKH PLQLPXP ZDJH E\ DV PXFK DV 
for workers below 25 years of age, and
E\IRUWKHUHVWRIWKHZRUNLQJSRSXlation. Under pressure from the Troika,
Ireland cut its minimum wage by €1 per
hour in February 2011, which represented
D  GHFUHDVH 6FKXOWHQ D  
However, after a change of government,
this cut was retracted and the original
rate re-established in July 2011. Other
states temporarily froze minimum wage
levels. In Latvia, the minimum wage
was not raised in 2010 and 2012, while
increases in other crisis years remained
far below collectively agreed long-term
plans (Karnite 2012). In Spain and Portugal, the annual minimum wage increase
mechanism was suspended in 2012, with
the two countries retaining the 2011 rates
(Schulten 2012a: 54).
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Figure 3.5

Nominal wages, prices and labour productivity in the EU, 2000-2008
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Source: authors’ calculations based on AMECO (2012).
Note: annual %-change, averaged over the 2000-2008 period.

CEE countries
catch up before
the crisis
Figure 3.5 indicates the averaged changes
in nominal compensation (per employee,
total economy), prices (measured as the
KDUPRQLVHGFRQVXPHUSULFHLQGH[+&3, 
DQG SURGXFWLYLW\ PHDVXUHG DV *'3 DW
2005 market prices per person employed)
for the period 2000-2008. With regard to
the average nominal wage increase, the
data shows a clear regional divide between
central and eastern European (CEE)
countries and the rest of the EU. With the
H[FHSWLRQRI3RODQGZKLFKMXVWPLVVHGWKH
PDUNDOO&((FRXQWULHVUHJLVWHUHGDQ
average annual increase in nominal wages
RIZHOODERYHUDQJLQJIURPWKH&]HFK
5HSXEOLF   WR /DWYLD DQG 5RPDQLD  DQG  UHVSHFWLYHO\ 
Amongst the western European countries,
,UHODQG   DQG *UHHFH   VKRZHG
the highest average growth rates. All other
ZHVWHUQ(XURSHDQFRXQWULHVVWD\HGDW
RU EHORZ *HUPDQ\ UHFRUGHG WKH ORZHVW
DYHUDJH JURZWK ZLWK  IROORZHG DW
VRPHGLVWDQFHE\$XVWULD  )UDQFH
 DQG%HOJLXP  
Although one could speak of a
catching-up process in the CEE countries
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before the onset of the crisis, nominal
ZDJH LQFUHDVHV DUH GLI¿FXOW WR LQWHUSUHW
IRU WZR UHDVRQV ¿UVWO\ QRPLQDO ZDJH
LQFUHDVHV PDVN WKH H[WHQW RI ZDJH GLIferences in absolute terms; i.e. despite
the substantial nominal wage increase in
most CEE countries, in absolute terms
wages in CEE countries are still lagging
far behind those in western European
countries and even – probably with the
H[FHSWLRQ RI 3RUWXJDO ± WKH 0HGLWHUUDnean countries. Secondly, nominal wage
LQFUHDVHV DUH GLI¿FXOW WR LQWHUSUHW ZKHQ
not related to other variables. From a
supply-side perspective, productivity
growth is a relevant variable because the
difference between the growth of nominal
wages and labour productivity – i.e. nominal unit labour costs – is taken as an indiFDWRURIDFRXQWU\¶VFRVWFRPSHWLWLYHQHVV
In this respect, the data illustrate divergent developments during the pre-crisis
period. At one end of the scale are RomaQLD  /DWYLD  DQG(VWRQLD
  ZKHUH QRPLQDO ZDJHV LQFUHDVHV
heavily outpaced growth in productivity,
leading to a strong increase in nominal
unit labour costs. At the other end of the
VFDOH DUH *HUPDQ\   DQG $XVWULD
  ZKHUH QRPLQDO ZDJH JURZWK
more or less remained in line with productivity developments.
+RZHYHU ZDJHV DUH QRW MXVW D
cost factor. They also play an important
role in creating or stabilizing internal
demand. Against this background, two

UHODWLRQVKLSV DUH RI LPSRUWDQFH ¿UVW
the development of real wages as the
difference between nominal wages and
LQÀDWLRQ VHH EHORZ  DQG VHFRQG WKH
comparison between the development of
nominal wages and the wage-setting disWULEXWLYH PDUJLQ GH¿QHG DV WKH VXP RI
WKHFKDQJHVLQLQÀDWLRQDQGSURGXFWLYLW\
The latter corresponds to the traditional
FRQFHSW RI D µSURGXFWLYLW\RULHQWHG¶ ZDJH
policy, according to which nominal wage
DJUHHPHQWV VKRXOG FRYHU QRW RQO\ LQÀDtion but also productivity increases in
order to ensure that workers share proportionally in the general rise in prosperity (Schulten 2002). Figure 3.5 shows
that 14 out of the 27 EU member states
RYHUH[SORLWHG WKH GLVWULEXWLYH PDUJLQ
i.e. nominal wage increases were larger
WKDQ WKH VXP RI LQÀDWLRQ DQG SURGXFWLYity. The best achievers in this respect were
those countries which also registered the
highest increase in nominal unit labour
FRVWV 5RPDQLD   /DWYLD  
DQG (VWRQLD   7KH PRVW QHJDWLYH
distribution balance was seen in Poland
  IROORZHG E\ %XOJDULD  
6ORYDNLD   DQG WKH WZR ZHVWHUQ
(XURSHDQ FRXQWULHV *HUPDQ\  
DQG $XVWULD   LQ WKHVH FRXQWULHV
nominal wage increases remained below
WKH VXP RI LQÀDWLRQ DQG SURGXFWLYLW\ ,Q
the rest of the countries, the distribution balance stayed within the margins of
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Figure 3.6

Nominal wages, prices and labour productivity in the EU, 2009-2012
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Note: annual %-change, averaged over the 2009-2012 period.

Wage moderation
throughout crisisridden Europe
Since the onset of the crisis, the growth
of nominal wages in Europe was much
more modest than in the pre-crisis
SHULRG VHH )LJXUH   ,Q *UHHFH
Lithuania and Ireland the average annual
growth was even negative. The decreasLQJQRPLQDOZDJHVLQ*UHHFH  DQG
,UHODQG   WRJHWKHU ZLWK WKH EDUH
LQFUHDVH LQ 3RUWXJDO   LOOXVWUDWHV
the great pressure placed on wages in
the crisis-ridden eurozone countries.
The main reason for these developments
are the substantial wage cuts in the pubOLFVHFWRULQWURGXFHGLQIXO¿OPHQWRIWKH
Memorandum of Understanding with the
µ7URLND¶ZKLFKWRDJURZLQJH[WHQWLQÀXences developments in the private sector
6FKXOWHQ E  /5'   7KH
RQO\ H[FHSWLRQ WR WKH WUHQG RI VKULQNLQJ
QRPLQDO ZDJH LQFUHDVHV ZDV *HUPDQ\
where nominal wages grew on average
E\FRPSDUHGWRLQWKHSUH
crisis period.
The comparison between developments in nominal wages and productivity shows that countries with moderately
increasing (or even decreasing) average

annual growth rates in nominal wages
also recorded falling unit labour costs.
This applies to all three Baltic states as
ZHOO DV WR DOO *,,36 FRXQWULHV *UHHFH
Ireland, Italy, Portugal and Spain) with
WKH VROH H[FHSWLRQ RI ,WDO\ ZKHUH WKH
average growth in nominal wages during
WKH FULVLVSHULRG H[FHHGHG WKDW RI SURGXFWLYLW\E\7KXVIURPDVXSSO\
side perspective, one might argue that
the labour market reforms yielded the
desired results: by lowering nominal unit
labour costs, they improved cost competitiveness relative to other eurozone
countries.
However, neither in the Baltic
6WDWHV QRU LQ WKH *,,36 FRXQWULHV GLG
QRPLQDO ZDJH LQFUHDVHV H[SORLW WKH
wage-setting distributive margin. The
Baltic States record the most negative
distribution balance. Within the eurozone *UHHFH   ,UHODQG  
6SDLQ   DQG 3RUWXJDO  
show the most negative distribution balDQFH 7KH H[FHSWLRQ KHUH LV DJDLQ ,WDO\
with an only marginally negative average
DQQXDO GLVWULEXWLRQ EDODQFH RI 
during the crisis period. Since a negative
development of the distribution balance
adversely affects internal demand, these
results raise the question of whether the
LQFUHDVHVLQWKHVHFRXQWULHV¶UHODWLYHFRVW
competitiveness due to the restrictive
wage policy during the crisis period have
been (over)compensated by falling internal demand. A recent discussion note

SXEOLVKHG E\ '* (PSOR\PHQW 6RFLDO
Affairs and Inclusion points to the risks
involved in such a strategy of cutting
ZDJHVLQGH¿FLWFRXQWULHVGXULQJDQHFRnomic downturn: ‘the scope for restoring
FRPSHWLWLYHQHVV WKURXJK ZDJH DGMXVWment is limited by the risk that this may
WULJJHUDGHÀDWLRQDU\ZDJHVSLUDODFURVV
the EMU – thereby simultaneously leaving their international competitiveness
unchanged and depressing domestic
demand in all member states concerned
DQG LQ WKH 8QLRQ DV D ZKROH¶ (XURSHDQ
Commission 2012a: 3). This, in turn,
means that ‘unless surplus countries
allow for more wage-based consumption
on both domestic and imported goods,
the result could be a protracted period of
HFRQRPLF VWDJQDWLRQ RU HYHQ UHFHVVLRQ¶
(ILO 2012: 62).
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Figure 3.7

Real wages in EU27, 2000-2008 and 2009-2012
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Source: authors’ calculations based on AMECO (2012).
Note: annual %-change, averaged over the 2000-2008 and 2009-2012 periods.

Falling real
wages in most
EU member states
Figure 3.7 illustrates the drastic change
in real wage developments from 2000
until now. The pre-crisis period was
marked by more or less pronounced real
wage increases throughout Europe. The
only country which recorded an average annual decrease in real wages durLQJ WKH SUHFULVLV SHULRG LV *HUPDQ\
  ZKHUH LQ SDUWLFXODU EHWZHHQ
2004 and 2008, nominal wages persistHQWO\ ODJJHG EHKLQG LQÀDWLRQ 5HÀHFWLQJ
the economic catching-up process during
the pre-crisis boom period, some CEE
countries showed the strongest average
annual increases in real wages. The by far
strongest performer in this respect was
5RPDQLD  IROORZHGE\WKHWKUHH
%DOWLF 6WDWHV /DWYLD   (VWRQLD
 DQG/LWKXDQLD  :LWKWKH
WZRH[FHSWLRQVRI,UHODQG  DQGWKH
8.  DOOZHVWHUQ(XURSHDQFRXQtries recorded a modest average annual
LQFUHDVHEHORZ
Since the onset of the crisis, this
picture has been turned on its head.
%HWZHHQDQGWKHPDMRULW\RI
countries (15 out of 27) recorded falling
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real wages. The highest average annual
loss in real wages in the crisis period was
LQ *UHHFH   IROORZHG E\ /LWKXDQLD  DQG+XQJDU\  $VD
matter of fact, all the crisis-ridden counWULHVWKDWZHUHVXEMHFWWR¿QDQFLDOEDLORXW
programmes suffered falling real wages
with potentially detrimental effects for
consumption and aggregate demand. The
only countries recording average annual
JURZWK UDWHV DERYH  DUH *HUPDQ\
 )UDQFH  WKH1HWKHUODQGV
  WKH RXWOLHU EHLQJ %XOJDULD ZLWK

The reasons for the decline in real
ZDJHV LQ WKH PDMRULW\ RI FRXQWULHV DUH
PDQLIROG 2QH LPSRUWDQW H[SODQDWLRQ LV
that, in response to the economic crisis,
many governments reacted with freezes
or even cuts of public sector wages and
statutory minimum wages in order to
GLUHFWO\ FXW SXEOLF H[SHQGLWXUH DQG WR
VHW DQ H[DPSOH IRU SULYDWH VHFWRU ZDJH
GHYHORSPHQWV $QRWKHU H[SODQDWLRQ LV
that the rising unemployment and the
concomitant higher pressure for concession bargaining in order to safeguard
employment considerably weakened
the bargaining position of trade unions
(Schulten 2012b: 455). Last but not least,
there is the overarching impact of the
direct political intervention in wagesetting as a consequence of the Memorandums of Understanding, which in
the crisis-ridden countries led to a sharp
decline in real wages.
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Figure 3.8

Changes in real hourly minimum wages in the EU, 2010, 2011 and 2012
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Source: WSI Minimum Wage Database (2013).
Note: annual %-change in relation to the previous year. For countries outside the eurozone, calculations are made on the basis of national currencies.

Restrictive
minimum wage
policy during
crisis
Figure 3.8., which charts the development of real hourly minimum wages over
the past three years for the 20 EU member states with a statutory minimum
wage, shows the direct link between
supranational interventionism and a
decline in real hourly minimum wages.
*UHHFH UHFRUGHG WKH PRVW GUDPDWLF
UHVXOW ZLWK D  FXW LQ  5RPDnia, Portugal, Latvia, Spain and Ireland
have also witnessed drops – albeit less
pronounced – in real minimum wages
GXULQJWKHODVWWZR\HDUV7KHRQO\H[FHStion amongst those countries which were
GHSHQGHQW RQ LQWHUQDWLRQDO ¿QDQFLDO
aid programmes is Hungary, where real
minimum wages increased substantially
 LQ7KLVKRZHYHUKDVWREH
seen as a one-off measure compensating
ORZHDUQHUVIRUWKHLQWURGXFWLRQRID
ÀDWUDWHSHUVRQDOLQFRPHWD[IURPZKLFK
RQO\WRSHDUQHUVEHQH¿WWHG 6]DEy 
Figure 3.8 also illustrates the generally weak development of real minimum
wages in 2012. The only two countries

with a substantial increase were LithuaQLD  DQG%XOJDULD  ,QDEVRlute terms, however, they still have one of
the lowest minimum wages of all European countries with a statutory minimum wage, so that a comparatively small
increase in absolute terms makes a fairly
big increase in relative terms. According
WR WKH PRVW UHFHQW ¿JXUHV RI WKH 0LQLPXP:DJH'DWDEDVHRIWKH:LUWVFKDIWV
und Sozialwissenschaftliches Institut
(WSI), in January 2013, the hourly minimum wage in Bulgaria was 0.95€ and in
Lithuania 1.76€ (Schulten 2013).
In all other EU countries, the development of nominal minimum wages
VWD\HG PRUH RU OHVV LQ OLQH ZLWK LQÀDtion, resulting in stagnating real miniPXP ZDJHV %HOJLXP DQG /X[HPERXUJ
for instance, recorded slight increases
RI  DQG  WKLV KRZHYHU PHUHO\
made up for the decrease of roughly the
same magnitude the year before. Only
Poland has persistently recorded slight
real minimum wage increases over the
last three years.
The restrictive minimum wage policy pursued in most EU member states
is part of the overall strategy of internal devaluation which views minimum
wages primarily as an obstacle to the
GRZQZDUG  ÀH[LELOLW\ RI ZDJHV ZKLFK
in turn is seen as a central prerequisite
of restoring competitiveness (Janssen
2012c). This corresponds with the EuroSHDQ &RPPLVVLRQ¶V YLHZ WKDW PLQLPXP

wages should be set at an appropriate
OHYHOEHVXI¿FLHQWO\DGMXVWDEOHWRUHÀHFW
overall economic developments, and be
differentiated in order to uphold labour
demand (European Commission 2012b:
9). While the Commission refrains
IURPGH¿QLQJZKDWLWFRQVLGHUVWREHDQ
appropriate level, the implicit message
is to keep up the pressure on minimum
ZDJHV7KLVLVFRQ¿UPHGE\WKHIDFWWKDW
LQ WKH &RPPLVVLRQ¶V  ZDJH UHFRPmendations, France, Slovenia and HunJDU\ ZHUH H[SOLFLWO\ DVNHG WR FRQWURO RU
avoid growth in minimum wages in order
to improve competitiveness. The ILO,
WKH2(&'WKH,0)DQGWKH:RUOG Bank
argue in the same direction by suggesting
WRRIPHGLDQZDJHVDVWKHDSSURpriate level of minimum wages (ILO et
al. 2012: 12). However, in a more recent
UHSRUW SXEOLVKHG E\ '* (PSOR\PHQW
the European Commission also acknowledges the important demand-side function of minimum wages in an economic
downturn: by sustaining aggregate
demand, by boosting wage equality and
by buoying prices, they help to reduce the
ULVN RI GHÀDWLRQ (XURSHDQ &RPPLVVLRQ
2012c: 333).
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Figure 3.9

Change (in percentage points) in the adjusted wage share in EU member states, 2000-2008 and 2009-2012
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Source: authors’ calculations based on AMECO (2012).

Wage share drops
as austerity bites
Figure 3.9 presents changes in the
DGMXVWHG ZDJH VKDUH LQ WKH SHULRG SUHceding the recent economic downturn
(2000-2008), and during the crisis
(2009-2012) in 27 EU member states.
7KHDGMXVWHGZDJHVKDUHPHDVXUHVFRPpensation per employee (i.e. both wages
DQG HPSOR\HUV¶ VRFLDO FRQWULEXWLRQV  DV
DSHUFHQWDJHRI*'3DQGLVXVXDOO\XVHG
to assess the distribution of national
income between labour and capital. For
the pre-crisis period, the data illustrates
D GLYHUJHQW GHYHORSPHQW RI DGMXVWHG
wage shares in the European countries.
The highest increase was recorded in
/DWYLD RYHU   IROORZHG E\ ,UHODQG
  DQG (VWRQLD   ZKHUH UHDO
compensation of employees considerably outpaced the development of labour
SURGXFWLYLW\+RZHYHUWKHH[SHULHQFHRI
Poland and in particular Romania shows
that wage growth does not necessarily go hand in hand with an increasing
wage share. Between 2000 and 2008,
these two countries recorded the highest
GURSLQWKHDGMXVWHGZDJHVVKDUH E\
LQ 3RODQG DQG DOPRVW  LQ 5RPDQLD 
despite growing nominal and real wages
(see Figures 3.5 and 3.7). In western
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(XURSH WKH DGMXVWHG ZDJH VKDUH IHOO LQ
SDUWLFXODULQ*HUPDQ\DVDFRQVHTXHQFH
of the combined effect of a sustained
policy of wage moderation and labour
market reforms, which facilitated the
H[WHQVLRQRIDORZZDJHVHFWRUEDVHGRQ
a marked increase of part-time and other
forms of atypical employment, such as
WKHVRFDOOHGµPLQLMREV¶ ,/2 
'XULQJ WKH UHFHQW GRZQWXUQ WKH
DGMXVWHG ZDJH VKDUH KDV EHHQ FRQVLVWently falling in most EU member states.
Between 2009 and 2012, many of the
previous trends have been reversed: for
instance, the Baltic States and Ireland –
the champions of wage share growth in
the pre-crisis period – have recorded one
of the highest wage share decreases in the
(8 6XEVWDQWLDO GURSV LQ WKH DGMXVWHG
wage share also occurred in those counWULHVWKDWZHUHLQQHHGRIH[WHUQDO¿QDQcial assistance from supranational institutions. These have been the central and
eastern European countries that negotiated Stand-by Arrangements with the
IMF (Latvia, Romania and Hungary),
and those countries making use of European Commission and ECB assistance
LQVWUXPHQWV *UHHFH 3RUWXJDO 6SDLQ
DQG±WRDOHVVHUH[WHQW±,WDO\ 
7KH DGMXVWHG ZDJH VKDUH LV DFRPSOH[ YDULDEOH ZKLFK LQ WKH PHGLXP DQG
ORQJ WHUP LV LQÀXHQFHG E\ D ZLGH UDQJH
of factors, such as changes in relative
factor prices, the rate of technological
progress, relative bargaining power of

capital and labour, and the presence/
absence of wage moderation policies (for
an overview see Arpaia and Pichelmann
 +RZHYHUGHVSLWHWKLVFRPSOH[LW\
it is fairly safe to conclude that the substantial wage share decreases in these
two groups of countries have resulted in
large measure from wage restraint in the
private sector, as well as from substantial
FXWV LQ SXEOLF VHFWRU ZDJHV DQG EHQH¿WV
implemented as part of, or parallel to,
WKH H[WHUQDOO\GULYHQ DVVLVWDQFH SURgrammes (see Figure 3.4).
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Figure 3.10

Adjusted wage share, country group averages, 2008-2012
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Note: simple average of annual %-change by groups of countries. ‘Other WE’ encompasses BE, DK, DE, FR, CY, LU, MT, NL, AT, FI, SE and UK. ‘Other CEE’ refers
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Free-falling wage
shares in southern
Europe
Figure 3.10 presents the development of
DGMXVWHG ZDJH VKDUH EHWZHHQ  DQG
2012 for different groups of countries. It
separates IMF-assisted central and eastern European countries (Hungary, Latvia
DQG 5RPDQLD  IURP WKH UHPDLQLQJ µQHZ¶
EU member states DQG WKH *,,36 FRXQWULHV *UHHFH,WDO\,UHODQG3RUWXJDODQG
Spain) from the rest of western Europe.
The graph shows that in most countries,
WKHZDJHVKDUHLQFUHDVHGEULHÀ\EHWZHHQ
2008 and 2009 at the beginning of the
economic crisis – following the typical
countercyclical character of the wage
share because wages tend to be less volDWLOH WKDQ SUR¿WV GXULQJ DQ HFRQRPLF
downturn. However, what also emerges
from Figure 3.10 is that, since then, wage
shares in IMF-assisted CEE countries and
WKH *,,36 FRXQWULHV VHHP WR EH KHDGLQJ
towards a (very low) common denominator set by the remaining CEE states. The
DGMXVWHGZDJHVKDUHVKDYHUHPDLQHGUHODtively high and stable only in the rest of
ZHVWHUQ(XURSHDQFRXQWULHV µRWKHU:(¶ 
The effect of falling labour income
shares on economic growth very much

GHSHQGV RQ WKH VSHFL¿F HFRQRPLF FRQditions of the country under investigation. A recent ILO analysis shows that
from a demand-side perspective, falling
labour wage shares are associated with
lower private consumption and hence
lower internal demand (ILO 2012: 55).
However, the same study also showed
that, from a supply-side perspective, falling labour income shares are associated
ZLWK D KLJKHU VKDUH RI QHW H[SRUWV ± LH
an increase in international competitiveness. Which effect in the end prevails –
the negative impact of decreasing internal demand or the positive impact of
increasing competitiveness – very much
depends on the growth strategy pursued
in the country in question. In countries
ZLWK DQ H[SRUWGULYHQ JURZWK VWUDWHJ\
the positive effect of a falling labour
VKDUHLQWHUPVRIDVWURQJH[SRUWJURZWK
may (over)compensate the negative
effect of falling labour income shares on
internal demand. The question remains
whether such a model is sustainable in
the long run because, as the ILO points
RXW µH[SRUWOHG JURZWK VWUDWHJLHV EDVHG
on trade surpluses are often only possible in combination with the debt-driven
FRQVXPSWLRQ LQ GH¿FLW FRXQWULHV¶ ,/2
2012: 62).
However, in countries with a less
H[SRUWRULHQWHGJURZWKVWUDWHJ\ VXFKDV
WKH*,,36FRXQWULHV DQGLQZKLFKLQWHUnal demand plays a much stronger role
for growth, the impact of the austerity

measures in terms of falling real wages
and labour income shares actually inhibits economic growth. An important
lesson to be learned from these developments should be that the ‘RQHVL]H¿WV
DOO¶DXVWHULW\DSSURDFKFXUUHQWO\SXUVXHG
by national governments under pressure
from international institutions might
ZRUNLQRQHFRXQWU\EXWKDYHWKHH[DFWO\
opposite effect in another country. In its
recent global wage report, the ILO highOLJKWVWKHULVNVRIVXFKDµRQHVL]H¿WVDOO¶
approach by carefully suggesting that ‘a
presumption that wage moderation is
DOZD\V EHQH¿FLDO IRU HFRQRPLF DFWLYLW\
ZRXOGEHPLVJXLGHG¶ ,/2 

53

3.

Austerity policies and the changing context of collective bargaining in Europe

Income distribution and inequality

Figure 3.11

Inequality of income distribution (80/20 income quintile share ratio) in the EU, 2000, 2008 and 2011
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Source: Eurostat (2012).
Note: for CZ, DK and SE, figures refer to 2001 data. For SK and CY, no data is available for 2000 and 2001.

'LYHUJHQWWUHQGV
in income inequality across EU27
Wage share trends discussed in the previous section tell us little about the (absolute) levels of income inequality within
EU member states. To assess developments in this respect, it might be instructive to look at changes in the income
quintile share ratio. Also known as the
S80/S20 ratio, it is calculated as the ratio
RI WRWDO LQFRPH REWDLQHG E\ WKH  RI
the population with the highest income
WRWKDWREWDLQHGE\WKHRIWKHSRSXlation with the lowest income. The higher
the ratio, the larger the income discrepancy between the richest and the poorest
quintile.
)LJXUH  VKRZV WKDW WKH H[WHQW
RI LQFRPH LQHTXDOLW\ YDULHV VLJQL¿FDQWO\
across the EU. In 2011, incomes were
most equally distributed in the Czech
Republic and Slovenia (both countries
with the S80/20 ratio of 3.5). Among
old EU member states, the three ScanGLQDYLDQ FRXQWULHV 'HQPDUN 6ZHGHQ
and Finland, together with Austria and
WKH 1HWKHUODQGV WUDGLWLRQDOO\ GLVSOD\
the lowest income inequality rates (in all
these countries, S80/20 ratio remains
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below 4.0). At the other end of the scale,
Spain and Latvia were the most unequal
countries in 2011 (with, respectively, 6.8
and 6.6 values of the S80/20 ratio), followed by Romania (6.2), Bulgaria (6.1)
DQG*UHHFH  
It is noteworthy that the most egalitarian west European countries are also
characterised by inclusive wage-setting
systems and high collective bargaining
coverage rates. This would suggest that
comprehensive collective bargaining systems, which cover substantial parts of
the workforce and spread productivity
increase premia among different occupational groups and/ or sectors, contribute
to a more equal distribution of income
within the population (ETUC and ETUI
2012: 68). However, relatively low levels
of income inequality rates in some central and eastern European countries,
in which collective bargaining does not
play a prominent role, suggest that other
variables are also important for mitigating income inequality. In the case of the
so-called Visegrád countries (Poland, the
Czech Republic, Slovakia and Hungary)
and in Slovenia, social transfers and
EHQH¿WVKDYHEHHQDQLPSRUWDQWLQFRPH
HTXDOLVLQJ IDFWRU %RKOH DQG *UHVNRYLWV
2012).
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Figure 3.12

At-risk-of-poverty rates and S80/20 ratios per country in the EU, 2011
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High income
inequality
increases risk of
poverty
As far as changes in income inequality
over time are concerned, Figure 3.11 displays divergent developments across the
EU27 with regard to the risk of poverty.
Three broad tendencies are discernible:
1) Countries featuring very dynamic
increases in income inequality in the
period preceding the recent downturn, in particular Romania, Latvia
and Bulgaria, recorded a drop in the
S80/20 ratio between 2009 and 2011
– i.e. they became slightly more equal
in respect of income levels.
2) States where income inequalities have
risen during the crisis, in line with a
VWHDG\LQFUHDVHWUHQGDOUHDG\LGHQWL¿able before the downturn. This group
comprises the Czech Republic, France,
Italy, Hungary and Austria. A special
case here is Spain, where income inequality was relatively stable before the
crisis but skyrocketed between 2009
and 2011 (see below).
3) EU member states in which income
inequality decreased during the crisis,

in line with a pre-crisis decreasing
WUHQG %HOJLXP 0DOWD WKH 1HWKHUlands and Portugal.
7KH DEVHQFH RI D XQL¿HG WUHQG LQ
income inequality among EU27 indicates
that the impact of crisis on income distribution is not clear-cut. The developments
may vary depending on the main channel
through which the crisis affects the lessskilled part of the workforce: if the lowVNLOOHGVXIIHUSUHGRPLQDQWO\IURPMREFXWV
and declining employment opportunities,
the reduction of the pool of less quali¿HG OHVVSDLG ZRUNHUV PLJKW OHDG WR WKH
GHFUHDVHLQWKHH[WHQWRILQFRPHLQHTXDOity (de Beer 2012). In addition, the crisis
might have an equalising effect if the profits of the richest fall faster than wages and
VRFLDOHQWLWOHPHQWVRIOHVVDIÀXHQWSDUWVRI
WKH SRSXODWLRQ 'DXGHUVWlGW DQG .HOWHN
2012: 2); this might have been the case in
the Baltic and southeast European states
following the burst of the construction
DQGRU ¿QDQFLDO PDUNHWV¶ EXEEOH 7R WKH
contrary, if the low-skilled retain employment, but their wages are cut, income
dispersion might further widen. Finally,
there is a general consensus that a growing unemployment rate across all societal
groups results in increasing income inequality (de Beer 2012). The Spanish story
best illustrates the latter trend; as a result
of rapidly growing unemployment, the
country has surpassed CEE states and is
currently characterised by the most unequal income structure in the EU.

Figure 3.12 illustrates the relationship between income inequality and the
proportion of poverty risks in individual
EU member states. The latter is assessed
on the basis of the at-risk-of-poverty
UDWH GH¿QHG DV D VKDUH RI WKH SRSXODtion whose income after social transfers
OLHV EHORZ  RI WKH PHGLDQ HTXDOLVHG
disposable income. Figure 3.12 above
shows that, in 2011, the two variables
were closely correlated (with S80/20
UDWLR H[SODLQLQJ  RI YDULDWLRQ LQ WKH
poverty rate). This means that in EU
member states featuring high levels of
income inequality poverty risks tend to
be high as well (cf. Atkinson et al. 2011:
112-113). Importantly, all crisis-ridden
countries that had recourse to supranational assistance can be located at
the upper end of the income inequality/
SRYHUW\ULVNVFDOH7KHRQO\H[FHSWLRQLV
Hungary, which scores relatively low on
the income inequality scale thanks to its
relatively dense social safety net (Bohle
DQG*UHVNRYLWV 
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Conclusions

The failure
of internal
devaluation and
austerity
The economic crisis and the concomitant austerity measures reinforced the
DOUHDG\ H[LVWLQJ GRPLQDQFH RI FRPSHWLtiveness as the central frame of reference
for wage policies. The result was the conYHUJHQFH RI SROLFLHV LQ WKH ¿HOG RI ZDJHV
and collective bargaining towards an
approach of internal devaluation aimed
DW DQ LQFUHDVHG GRZQZDUG  ÀH[LELOLW\
of wages as a means to close the comSHWLWLYHQHVV JDS EHWZHHQ µVXUSOXV¶ DQG
µGH¿FLW¶ FRXQWULHV +RZHYHU RXU DQDO\VLV
suggests that, rather than creating a more
OHYHO SOD\LQJ ¿HOG WKH DXVWHULW\ PHDVXUHV LQWURGXFHG LQ WKH µGH¿FLW¶ FRXQWULHV
UHLQIRUFHGWKHDOUHDG\H[LVWLQJGLYHUJHQW
WUHQGV LQ WKH ¿HOG RI ZDJHV DQG FROOHFWLYH EDUJDLQLQJ LQ WKH (8 6SHFL¿FDOO\
one can observe the emergence of three
distinct trends that cut across traditional
typologies of national industrial relations
V\VWHPVHVWDEOLVKHGIRUH[DPSOHE\(EEinghaus and Visser (1997) or Kohl and
Platzer (2004).
7KH ¿UVW WUHQG FRQFHUQV WKH 1RUdic states and the central west European
FRXQWULHV )UDQFH*HUPDQ\$XVWULDDQG
WKH %H1H/X[ FRXQWULHV  ZKLFK ZHUH QRW
that severely affected by the economic
DQG¿QDQFLDOFULVLVDQGZKHUHDVDFRQsequence, wage levels and collective bargaining institutions remained relatively
stable. If anything, the crisis seemed to
KDYH DFFHOHUDWHG DOUHDG\ H[LVWLQJ SURFesses of a more or less controlled decentralization of bargaining arrangements
without, however, endangering the dominant role of sectoral-level bargaining
arrangements (Keune 2011: 143/144).
The second trend concerns the new
EU member states which were not in
QHHGRI¿QDQFLDODLGSURJUDPPHVE\WKH
EU and/or the IMF. In these countries,
wage developments were very uneven;
some countries, like Poland and Bulgaria,
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H[SHULHQFHG UHODWLYHO\ KLJK UHDO ZDJH
increases while others, such as Lithuania and Estonia, recorded a substantial
fall in real wages. Even though in most of
the countries the crisis was used as a preWH[WIRUDQLQFUHDVHGÀH[LELOL]DWLRQRIWKH
labour market, often without the involvement of the social partners, the changes
tended to be path-dependent without
PDMRU GLVUXSWLRQV RI H[LVWLQJ DOUHDG\
highly decentralized and fragmented barJDLQLQJDUUDQJHPHQWV *ODVVQHU 
The third trend can be observed
LQ WKH *,,36 VWDWHV DQG WKH &(( FRXQtries that concluded Stand-by Arrangements with the IMF. In these countries,
the direct political intervention from the
supranational and national levels led to
a decline in wages but also to a ‘frontal
assault on articulated, multi-employer
EDUJDLQLQJ¶ 0DUJLQVRQ    ,Q
countries characterized by a comparatively high level of bargaining centralization, the austerity-induced reforms led
WR D GLVPDQWOLQJ RI H[LVWLQJ ZDJHVHWting arrangements, either by completely
abolishing institutions of cross-sectoral
wage coordination, such as in Ireland or
Romania, or by continuously hollowing
RXWH[LVWLQJVHFWRUDOEDUJDLQLQJDUUDQJHPHQWVZKLFKLVZKDWKDSSHQHGLQ*UHHFH
6SDLQDQG3RUWXJDO7KHH[FHSWLRQLQWKLV
respect is Italy, where wage developments
± DW OHDVW FRPSDUHG WR WKH RWKHU *,,36
countries – remained relatively stable,
and where the trade unions (so far) have
been able to fend off the most radical
procedural reforms of the traditional system of co-ordinated bargaining (Meardi
2012b).
Overall, our analysis shows that
the austerity-driven reforms have contributed to the growing diversity of social
standards in Europe. In particular, they
have made the southern European countries move closer towards new EU member states¶VWDQGDUGVLQWHUPVRILQFRPHV
wage-setting arrangements and social
cohesion, thus widening the gap between
WKHµFRUH¶DQGWKHµSHULSKHU\¶RIWKHeurozone and the EU.
Looking beyond the direct implicaWLRQV LQ WKH ¿HOG RI ZDJHV DQG FROOHFWLYH
bargaining, this chapter demonstrates
the need for a critical reassessment of the
internal devaluation approach currently

SXUVXHGMRLQWO\E\VXSUDQDWLRQDOLQVWLWXtions and national governments. There
is, however, a growing consensus about
the negative impact of austerity measures
on economic growth during an economic
downturn. Several more recent studies
show that not only was internal devaluation ineffective in addressing the problem of macro-economic imbalances but it
actually aggravated the debt problems of
GH¿FLW FRXQWULHV +ROODQG  +RUQ et
al. 2013). Even the IMF recently admitWHGWKDWODUJHDQGUDSLG¿VFDOFRQVROLGDtion may lead to unintended economic
consequences for growth and employment (Blanchard and Leigh 2013; IMF
2012). However, as Armingeon and Baccaro point out, ‘this emerging consensus
has so far had little impact on European
policymakers, who continue to emphasize
WKHQHHGIRUWKH*,,36FRXQWULHVWRLPSOHPHQWDXVWHULW\DQGVWUXFWXUDODGMXVWPHQW
SURJUDPPHV¶  
7KHSUREOHPRIWKLVRQHVLGHG¿[Dtion on austerity and improving cost competitiveness through (downward) wage
ÀH[LELOLW\LVWKDWLWDSULRULSUHFOXGHVDQ\
thinking in political alternatives. Such an
alternative could be the establishment of
a European structural investment proJUDPPHLQRUGHUWRKHOSGH¿FLWFRXQWULHV
to upgrade their economic and industrial
structure, which would enable them to
specialize in certain sectors and niche
markets in order to produce new goods to
JHQHUDWHUHYHQXHMREVDQGZDJHVWRUHSD\
H[LVWLQJ GHEWV IRU LQVWDQFH LQ WKH ¿HOG
of sustainable energies). This would also
UHÀHFWWKHUHDOOHVVRQWREHOHDUQHGIURP
WKH*HUPDQFDVHZKLFKLVRIWHQSRUWUD\HG
E\ (XURSHDQ SROLF\PDNHUV DV WKH H[DPple to be followed. The real foundation of
*HUPDQ\¶VVWURQJFRPSHWLWLYHSRVLWLRQLV
not wage moderation but its specialization in high-technology and high-quality
QLFKH PDUNHWV LQ ZKLFK *HUPDQ FRPSDQLHVHQMR\KLJKSULFLQJSRZHU )HOLSHDQG
Kumar 2011; Janssen 2012d). The suborGLQDWHGUROHRIZDJHPRGHUDWLRQIRU*HUPDQ\¶V FRPSHWLWLYH SRVLWLRQ FDQ EH VHHQ
LQWKHIDFWWKDW*HUPDQLQGXVWU\GLGQRW
use the reduction of unit labour costs and
WKH SURGXFWLYLW\ HIIRUWV H[WUDFWHG IURP
its workers to lower the prices of manufacturing, but instead turned them into
KLJKHUSUR¿WPDUJLQV

4.

Labour market inequalities
and divergence
Introduction

The European Union is slowly emerging from a deep economic recession. The economic
and labour market recovery is far from secure, as evidenced by the fact that total employment in the EU27 fell between the second quarter of 2011 and the second quarter of 2012.
Although performance has differed markedly between countries, the current picture is one
RIRQJRLQJGLI¿FXOWLHVDQGWKHUHUHPDLQVVRPHFRQFHUQWKDWWKHVLWXDWLRQPD\GHWHULRUDWH
again. The situation has to be viewed also in the context of the ambitious Europe 2020 Strategy targets to increase the EU27 employment rate for 20-64 year olds to 75 per cent by 2020
(see also ETUC and ETUI 2011: 21-22).
This chapter investigates the equality aspects of changes within the labour market both
in the recession and over the longer term. Inequalities in the labour market are persistent
in good economic times and bad ones – however they are often deepened during periods of
recession as the experiences of groups and countries diverge.
There are a number of different aspects to labour market inequality. Inequalities can
relate to differences between member states, some of whose labour markets remain far
healthier than others; and there is indeed current evidence of a divergence in trajectories
between member states in the recession and early recovery. Inequalities can also relate to
the way that employment opportunities are unevenly distributed according to a number of
characteristics, such as age, gender and skill levels. These differences in employment opporWXQLWLHVLQÀXHQFHWKHOLNHOLKRRGRIEHLQJLQZRUN YHUVXVEHLQJRXWRIZRUN 7KH\DOVRLQÀXence experiences once in employment – including aspects such as wage levels, type of work,
form of employment contract, and hours of work.
We begin by examining the period since 2000 and some of the longer-term trends in
employment and unemployment across Europe, as well as describing how these trends have
been radically altered by the onset of the recession. We then show how the impacts of recession have been felt quite differently across member states, with some suffering much more
substantial damage to their labour markets than others. We also consider how the recession
has impacted differentially on sub-groups within labour markets, and provide a detailed
description of the particular challenges faced by younger workers in accessing employment.
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Figure 4.1
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Source: Eurostat (2012).

Pre-crisis
improvements
in employment
widely spread
The aim of this section is to show the
evolution of a number of key labour market indicators over the Lisbon period.
The Lisbon targets have recently been
replaced by a new strategy – Europe
2020 – which sets new targets including an employment rate of 75 per cent for
20-64 year olds and a target to lift twenty
million European residents out of poverty (see ETUC and ETUI 2011).
Taking a longer-term view, prior to
the economic crisis of 2008 the employment performance of Europe was moving
in the right direction. The period between
2004 and 2008, in particular, was one of
growth in the labour market (see Figure
4.1 which provides annual averages of
employment total and rate from 2000
to 2011). Total employment in the EU27
countries grew by 19 million between
2000 and 2008 (annual averages), while
the employment rate rose from 62.1 per
cent in 2000 to 65.8 per cent in 2008, an
increase of 3.7 percentage points.
Within this overall pattern there
were pronounced country differences.
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The BELL countries (Bulgaria, Estonia, Latvia, Lithuania; Georgieva, 2012)
did especially well, with three of them
(BG, LV, ES) seeing the highest rises in
employment rates across the EU (though
from a relatively low base – Bulgaria was
still only 19th across the 27 countries in
2008, despite employment rates having
risen by over 12 percentage points from
2000). Male employment rates for the
EU27 went from stagnation to growth
between 2000 and 2008, although this
average hides a good deal of difference:
Bulgaria, Latvia and Estonia once again
witnessed the largest increase, while
there were small declines in the UK,
Ireland, and Belgium, and somewhat
larger ones, of more than two percentage
points, in Portugal, Malta, Luxembourg
and Romania. Female participation
developed comparatively well across the
EU27 (country experiences of the gender
employment gap are discussed below).
Across the EU, an additional 11.5 million women entered employment over
the period 2000 to 2008. Growth in the
female employment rate was noticeably
slower in the Czech Republic, Hungary
and the UK; it was negative in Romania.
While the employment performance of the EU did improve, particularly
in the middle of the decade, it consistHQWO\UHPDLQHGVLJQL¿FDQWO\VKRUWRIWKH
Lisbon target for 2010 of a 70 per cent
employment rate. Furthermore, part
of the employment improvement was

attributable to the increasing number
of individuals in non-standard forms
of employment, including part-time
work, temporary contracted work, and
self-employment, all of which expanded
between 2000 and 2008 (see Figure 4.3).

4.

Labour market inequalities and divergence

Labour market developments over the Lisbon period

Figure 4.2

Total employment in the EU27 and employment rate, 2008-2012 (15-64, quarterly estimates)
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Crisis increases
labour market
divergence

considerably, with the performance of
some a cause for major concern (for more
details see the following section).

The gradual improvement in the labour
market came to an abrupt halt with the
onset of economic recession in 2008. Figure 4.2 shows the detailed quarterly data
for the employment rate since 2008. This
period has witnessed the stagnation of
female employment rates (from a peak of
59.2 in Q3 2008 to 58.3 in Q2 2010 and
recovering partially to 58.8 in Q2 2012).
For men there has been a sizeable decline
in employment rates from 72.9 in Q2
2008 to 70.2 in Q2 2010, with a further
decline to 69.9 in Q2 2012.
For the EU as a whole, therefore,
ZDVDQRWKHUGLI¿FXOW\HDUZLWK
total employment in the EU27 actually
declining slightly between Q2 2011 and
Q2 2012. The unemployment rate in Q2
2012 was 10.4 per cent, far higher than its
Q2 2008 level of 6.9 per cent. For men the
rate is 4.0 percentage points higher than
pre-recession, for women it is 2.9.
This stagnation is worrying in
itself, but it also conceals large variations between the member states.
Since the 2008 recession, the paths of
national labour markets have diverged

59

4.

Labour market inequalities and divergence

Labour market developments over the Lisbon period

Figure 4.3

Developments in labour market indicators, EU27
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Part-time work
growing
Given that the Eurostat Labour Force
6XUYH\ GH¿QLWLRQ RI HPSOR\PHQW LV MXVW
one hour of work in the reference week,
the increase in both the number of people employed – and the employment rate
– fails to tell us much about the substance
of this employment and whether or not it
allows people to meet their needs. During the recession there has been a growth
in part-time relative to full-time employment. Part-time employment as a percentage of total employment grew by 1.2
percentage points between 2008 and 2011
(see Figure 4.3). This is part of a longer
term trend, but one which accelerated
during the recession – in the three years
prior to 2008, part-time work as a proportion of total employment increased by only
0.3 percentage points, though there were
differences between countries in respect
of this trend. Over the same period, ten
countries saw a decrease in part-time work
expressed as a proportion of all employment; Poland in particular bucked the
trend, with falling part-time employment
as well as the greatest rise in full-time
employment between 2005 and 2008.
EU wide, there are now just over 41
million people in part-time employment

60

– an increase of slightly more than 2.5 million since 2008. Germany alone accounts
IRU D ¿IWK RI WKLV LQFUHDVH ZLWK MXVW RYHU
500,000 additional part-time workers;
the UK is second with just under 250,000.
Only four countries (Poland, Sweden, Denmark and Bulgaria) have seen a reduction
in total part-time employment since 2008.
Furthermore, the evidence suggests that
for men much of this growth is in involuntary part-time working. Some 37 per cent
of men and 23 per cent of women report
that their main reason for being part-time
ZDVEHFDXVHWKH\FRXOGQRW¿QGDIXOOWLPH
MRE 7KLV UHÀHFWV D JURZLQJ SUREOHP RI
under-employment. Other forms of nonstandard employment, including temporary contracts or self-employment, have
seen little change since 2008, although
their trend has been towards growth over
the past decade. This overall picture again
FRQFHDOVVLJQL¿FDQWQDWLRQDOYDULDELOLW\±
an issue examined later in the chapter.

self-employed (own
account)

unemployed
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Figure 4.4

Unemployment rate, EU27
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Inequalities in
unemployment
persist
Figure 4.4 shows what has happened to
different population groups since 2000.
The chart shows the extent to which different groups are disproportionately
likely to experience unemployment.
The overall unemployment rate
was on a downward trajectory for much
of the 2000s, declining from 9.4 per cent
in 2000 to 7.2 per cent in 2007. For men,
the unemployment rate fell from 8.3 to
6.7 per cent over the same period. For
women, it fell from 10.7 to 7.9 per cent.
The unemployment rate in 2011 remained
at its 2010 level, close to 10 per cent. In
2011 male and female unemployment
rates were almost identical.
7KH JURXS ZLWK QR TXDOL¿FDWLRQV
fared less well over the decade, with a
decline between 2000 and 2001 followed
by a period of only very slight improvement to 2008. The gap in the unemployPHQW UDWH EHWZHHQ WKH ORZTXDOL¿HG
group and the total was 2.8 percentage
points in 2000, 4.4 in 2008 and 7 percentage points by 2011.
The youth cohort also experienced
little reduction in unemployment over

the period, though there was a noticeable
fall between 2005 and 2007. The youth
unemployment rate has been consistently higher than that of other subgroups,
and the difference between youth and
overall unemployment rates since 2008
has widened from 8.5 to 11.6 percentage points. This is a particularly worrying trend given the debilitating effects of
youth unemployment. Research has demonstrated the very damaging effect that
youth unemployment can have on longerterm earnings and well-being (Hammarstrom and Janlert 2002; Dieckhoff
%HOODQG%ODQFKÀRZHU 
Groups of migrant workers have
also experienced high unemployment
rates. EU migrants have seen their unemployment rate rise from 7.9 to 12.2 per
cent between 2008 and 2011, while nonEU migrants have seen the biggest rise
of all – from 11.7 to 18.1 per cent between
2008 and 2011. The gap between migrant
unemployment rates and the average has
also grown.
While unemployment rose for
all groups in the period of recession,
between 2010 and 2011 the incidence
of total unemployment has levelled off.
However, all the disadvantaged groups
(i.e. the low skilled, youth and migrants)
have seen unemployment rates continue
to rise between 2010 and 2011 (albeit at
a much slower rate), indicating a relative
deterioration in their position. These differences are examined in greater detail

below where the analysis is extended to
include the most recently quarterly data
from 2012.
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Figure 4.5

Long-term unemployed as % of unemployed (EU27)
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Long-term
unemployment
also growing
The rate of long-term unemployment,
expressed as a proportion of total unemployment, had remained relatively steady,
albeit also relatively high, for much of
the previous decade. Between 2000 and
 WKH ¿JXUH ZDV DW RU DURXQG 
per cent. From 2006 this proportion had
begun to fall, as declining overall levels
of unemployment fed through to better
outcomes for the long-term unemployed.
After a sharp drop in the proportion
of long-term unemployed during the
¿QDQFLDOFULVLVRI±GULYHQE\ODUJH
increases in the number of newly unemployed people – currently 43 per cent of
persons unemployed across Europe have
been out of work for 12 months or more
(Figure 4.5). This is worrying because of
the negative health and career outcomes
which are associated with extended
periods of unemployment (European
Commission 2012a). At the present time
some 10,878,500 people in the EU27 are
long-term unemployed (Q2 2012 aged
 LQWKH¿JXUHZDV
(an increase of 4.7 million). Levels of
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ORQJWHUP XQHPSOR\PHQW GLIIHU VLJQL¿cantly between member states and this
is examined in more detail later in the
chapter.
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Figure 4.6

Change in total employment and in employment rate by country - 2008-2012 (15-64) (quarterly estimates)
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Diverging
experiences
of country
employment
The focus in this section is on the differing experiences of member states in the
period since the recession, in an effort to
assess the extent to which national labour
market trajectories are diverging. Figure
4.6 shows how the total employment and
the employment rate have changed for
each country since 2008.
Germany has been by far the most
successful at creating jobs, with employment increasing by 1.6 million between
 DQG  7KLV LV DOVR UHÀHFWHG LQ
this country’s rising employment rate (up
3.0 percentage points) and falling unemployment rate (down 2.4 percentage
SRLQWV  3RODQG KDV DOVR VHHQ VLJQL¿FDQW
increases in employment (of around half
a million), and a rise in the employment
rate of 1.1 percentage points. Between
2008 and 2011 Poland created just over
370,000 full-time jobs, and lost almost
50,000 part-time jobs. Malta and Luxembourg have also seen rising employment rates with increases of 3.2 and 1.4
percentage points respectively. Other

countries which have seen their employment rates improve since 2008 include
Hungary, Romania and Austria. Another
group of countries where the employment rate remains slightly below the
2008 peak includes the Czech Republic,
Sweden, Belgium and France.
Other countries, meanwhile, still
have total employment levels that are
VLJQL¿FDQWO\ EHORZ WKHLU SUHUHFHVVLRQ
peaks. In Spain the fall has been particularly dramatic, employment having fallen
by around three million between 2008
and 2012, and the unemployment rate
having risen by more than 14.3 percentage points. This is in part due to the relatively unrestrictive rules on temporary
contracts in Spain, and the relatively low
dismissal costs of such contracts (Bentolila et al. 2010). Greece and Italy have also
experienced large falls in total employment. The largest reductions in employment rates have been in Greece (10.5
percentage points), Spain (9.3 percentage
points), Ireland (9.3 percentage points)
and Latvia (7.1 percentage points). Overall, the country differences demonstrate
that different European economies have
experienced very different recessions, in
terms of the scale of employment impact
but also the speed of recovery (more on
various economic models’ capacity to
confront the crisis in Chapter 2). A parWLFXODUIDFWRULQÀXHQFLQJWKHGHSWKRIWKH
recession was whether it also triggered
the bursting of a property bubble at the

national level, resulting, in turn, in large
job losses in the construction sector.
The present situation is that, while some
countries are experiencing growth in the
labour market, those worse affected by
recession have, so far, experienced little
or no discernible recovery.
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Figure 4.7

Employment rates by gender, arranged by difference
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Falling differences
between genders
Across the EU27 the gender employment gap has declined over the past decade. The gap was 17.1 percentage points
in 2000, and this had narrowed to 13.8
percentage points in 2008. There are
also sizeable differences in employment
trends by gender between individual
countries (Figure 4.7).
Lithuania has the smallest difference in employment rates between men
and women, with a gender employment
gap of just 0.1 percentage points. The
Nordic countries are also characterised
by low gender employment gaps which, in
this case, are the result of comparatively
high employment rates for both genders.
Finland, Sweden and Denmark all have
a less than 5-percentage-point difference
between male and female employment
rates. Having said that, Sweden is one of
the few countries to have seen a rise – of
1.6 percentage points – in the difference
since 2000.
The Southern European countries,
by contrast, are characterised by much
larger differences, in these countries,
the male-breadwinner labour market
model remains more prevalent (Tavora
2012). Malta, Italy and Greece all have
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around a 20-percentage-point difference in employment rates between men
and women. There has, however, been
VLJQL¿FDQW FKDQJH LQ WKLV UHVSHFW RYHU
the last ten years, all three countries having seen around a ten-percentage-point
decrease between 2000 and 2011. Spain
is striking because of the rapid increase
in the female employment rate from 41.2
to 54.9 per cent (although this remains
below the European average). Bulgaria,
Latvia and Estonia have all experienced
rapid growth in the employment rates of
both men and women.
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Figure 4.8

Percentage point change in temporary and part-time work in 2008 Q2 to 2012 Q2

part-time

temporary

6
5
4
3
2
1
0
-1
-2
-3
-4
-5
SE

PL

SI

DE BG CZ RO FR MT

FI

EU DK UK SK GR AT BE PT
27

LT

LU

NL HU

IT

CY ES

LV

EE

IE

Source: Eurostat (2012).

Figure 4.9

Involuntary part-time as a proportion of all part-time employment by country 2008-2012 (15-64) (quarterly estimates)
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Involuntary parttime employment
growing
Many countries across Europe have seen
some changes in the structure of their
labour market since 2008, with a general trend towards part-time or temporary work (Figure 4.8). Looking at two

economies, namely Spain and Ireland,
that have been particularly hard hit since
2008, we see very different dynamics. In
Spain, temporary employment as a proportion of total employment has fallen
by more than 4 percentage points, which
is, on the whole, the result of temporary
staff losing their jobs (or not having
their contracts renewed). Ireland, meanwhile, has seen an increase in temporary
employment and the largest increase in
part-time employment (as proportions
of total employment) across Europe. The
extent to which part-time employment

is considered to be a problem also varies
across countries (Figure 4.9). Over 50 per
cent of those who are employed part-time
in Greece, Italy and Spain are involuntary
part-time workers but in The Netherlands, Luxembourg, Austria and Belgium
this rate is around no more than 10 per
cent. In the Netherlands, moreover, parttime work is now an established route into
the labour market which is supported by
DÀH[LFXULW\V\VWHP &URZOH\et al. 2013).
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Figure 4.10

Temporary employees by age and gender, EU27, 2008-2012 (15-64) (quarterly estimates)
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Figure 4.11

Temporary employees as a percentage of total employees by country (15-64) (quarterly estimates)
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Young people are
often in temporary
jobs
Temporary working has also been growing. Women are somewhat more likely to
be in temporary employment than men
(14.4 per cent of female employees in
temporary jobs compared to 13.3 per cent
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of men), although for men the proportion
employed in temporary jobs grew during
the recession and subsequently, while for
women it declined (Figure 4.1). Young
people are also much more likely to be
in temporary work (42.0 per cent) compared to 25 to 49 year olds (12.4 per cent).
The overall incidence of temporary
HPSOR\PHQW FRQWLQXHV WR YDU\ VLJQL¿cantly across countries largely as a result
of historical differences in labour market
structures and regulation. In Spain and
Poland around a quarter of employees
work in temporary jobs, and high rates

are observed also in the Netherlands and
Portugal (19.1 per cent and 21.0 per cent
respectively). Much lower incidences are
observed in a range of other countries
including the Baltic States, the United
Kingdom and Slovakia (see Figure 4.11).
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Figure 4.12

Change in unemployment rates (percentage points) by country, 2008-2012 (15-64) (quarterly estimates)

18
16
14
12
10
8
6
4
2
0
-2
-4
DE LU

BE MT AT RO

FI

SE

NL

CZ FR UK

PL HU EU SK
27

IT

SI

DK EE BG PT CY

LT

LV

IE

ES GR

HU CY BG LT

IE

PT

LV GR ES

Source: Eurostat (2012).

Figure 4.13

Unemployment rate by country 2012 Q2 (15-64) (quarterly estimates)
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Huge variation in
unemployment
across member
states
As detailed in the previous sections,
most countries have seen a fall in the
total employment level, which in most

cases has been matched by an increase
in the unemployment rate (see Figure
4.12). Germany and Luxembourg are the
only countries with unemployment rates
below pre-recession levels (while Belgium, Austria and Malta have rates only
slightly above pre-recession levels; see
also Figure 4.13). A variety of factors have
contributed to the German resilience,
including the employment shortfall that
had arisen before the crisis, wage moderation and the widespread adoption of
working time accounts (Burda and Hunt
2011). Countries which have experienced

the biggest rises in unemployment rates
include Spain, Greece, Lithuania, Ireland
and Latvia, all of which have experienced
increases of more than 8 percentage
points between 2008 and 2012.
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Figure 4.14

Long-term unemployment as a percentage of total unemployment 2008 Q2 to 2012 Q2
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Growing
divergence
in long-term
unemployment
There remain huge country variations in
the total unemployment rate (see Figure
4.13 on previous page). In Greece and
Spain rates are pushing one quarter,
and in Ireland, Portugal and Latvia too
they are above 15 per cent. By contrast,
rates are as low as 5 per cent in Austria,
the Netherlands and Germany. The evidence suggests that the Netherlands
has experienced labour hoarding over
the recession, supported by the fact that
¿UPV HQWHUHG WKH UHFHVVLRQ ZLWK VWURQJ
¿QDQFHVDVLWXDWLRQWKDWKDVOHGWRORZHU
than average increases in unemployment
(CPB 2011).
Long-term unemployment is also
a large and growing problem. Between
2000 and 2008, most countries saw a
decline in the proportion of long-term
unemployed, although even in 2008 the
EU27 average proportion was as high
as 37 per cent (Figure 4.14). Latvia and
Lithuania saw the greatest fall, both of
around 30 percentage points. Slovakia
and Luxembourg were the only countries
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to see the proportion of long-term unemployment rise by more than 5 percentage points, Slovakia having experienced
the greatest rise of almost 15 percentage
points.
In 2008, the average proportion of
unemployed people who were long-term
unemployed fell sharply in the short term,
DVDUHVXOWRIWKH¿QDQFLDOFULVLVDQGWKH
associated reduction in employment generally. However, the worrying fact is that
many countries now have a higher proportion of long-term unemployment than
they did in 2008 (as well as much higher
levels of total unemployment) (Figure
4.14). This indicates that many of those
who were made unemployed between
2008 and 2010 have become increasingly
distant from the labour market.
Again, Spain and Germany are at
the opposite ends of the spectrum when
looking at overall rates of change in longterm unemployment since the recession.
Spain has seen the proportion of longterm unemployment relative to total
unemployment rise from 17.6 per cent to
44.0 per cent between 2008 and 2012 as
growing total unemployment has been
PDNLQJLWPRUHGLI¿FXOWIRUWKHORQJWHUP
unemployed to access work. Germany,
on the other hand, has seen long-term
unemployment fall from 53.3 per cent
to 46.8 per cent (as total unemployment
has also fallen). Slovakia, in spite of a
small fall, still has the highest long-term
unemployment as a percentage of the

total unemployment rate in the EU. This
problem is compounded by the fact that it
also has a relatively high total unemployment rate, of nearly 14 per cent. Ireland
has also seen an increase of over 30 percentage points, while Lithuania has seen
the rate more than double to nearly 50
per cent.
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Figure 4.15

Change in employment by occupation, EU27, 2008 Q2 to 2012 Q2 (15-64) (quarterly estimates)
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Source: Eurostat (2012).

Labour markets
continue to
polarise…
It is well known that different groups of
workers tend to experience recessions
very differently. Young workers, for
example, tend to be the most adversely
affected (for more details see further in
this chapter), while it has been shown
also that some ethnic minorities are particularly hard hit (Heath and Li 2008).
In this section we assess the experience
of different types of workers through
the recession and in its wake in order to
investigate where inequality in outcomes
is most prevalent. We begin by examining the change in occupational groups,
before assessing the importance of skill
OHYHO XVLQJ D SHUVRQ¶V KLJKHVW TXDOL¿FDtion as a proxy). We then go on to explore
patterns by age and migrant group.
Between 2008 and 2012 there
was a decreasing number of employees
in almost every job class (Figure 4.15).
Employment in managerial posts has
fallen the most (by 5.4 million); craft
and related trades have also fallen sigQL¿FDQWO\ZLWKPLOOLRQMREVORVWRYHU
the three years. Other mid-level occupations have also suffered, with the number

of technicians and plant and machine
operators both falling by over 2 million.
The only classes to have expanded are
the professional sector and service and
sales workers, which have grown by 9.2
million and 6.9 million respectively. That
such employment growth as has taken
place has been concentrated in comparatively more highly skilled and highly paid
occupations (professionals) as well as
in lower-skilled and lower-waged work
(service and sales workers) suggests that
the recession may have served to speed
up some of the underlying structural
changes in the economy which are associated with increasingly polarised employment opportunities (Cedefop 2011).

69

4.

Labour market inequalities and divergence

Different groups in recession and recovery

Figure 4.16

Percentage point change in unemployment rate by qualification level, EU27, 2008 Q2 to 2012 Q2 (15-64)
(quarterly estimates)
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Source: Eurostat (2012).

…but, lowest
skilled hit hardest
The fact that low-skilled jobs have done
comparatively better does not mean that
lower-skilled workers have done so well.
Figure 4.16 shows the percentage points
change in the unemployment rate for
ZRUNHUV ZLWK GLIIHUHQW OHYHOV RI TXDOL¿FDWLRQ IRU WKH (8 7KH ¿JXUH FOHDUO\
shows that labour market experiences
KDYHEHHQVWURQJO\LQÀXHQFHGE\TXDOL¿FDWLRQOHYHOV±ZLWKORZHUTXDOL¿HGZRUNers being the most affected. The unemployment rate of those with higher-level
TXDOL¿FDWLRQV ± DW WKH ¿UVW DQG VHFRQG
stage of tertiary education (levels 5 and
6) – increased by 2.3 percentage points
between 2008 and 2012. This is markedly less than the change in the unemployment rate for all workers. Those with
an upper secondary and post-secondary
non-tertiary education level (levels 3 and
4) have seen their unemployment rate
increase at around the average (growing
by 3.0 percentage points). For the lowHVWTXDOL¿HGZRUNHUVWKHWUHQGKDVEHHQ
quite different – growing by 7.3 percentage points. This is more than twice the
average growth and leaves the unemployment rate for low-skilled workers at 18.7
SHUFHQW7KH¿JXUHVVKRZWKDWZKLOHWKH
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crisis began in the banking sector, workHUV ZLWK WKH ORZHVW TXDOL¿FDWLRQV KDYH
subsequently been disproportionately
affected by its impact.

first and second stage of tertiary
education (levels 5 and 6)
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Figure 4.17

Change in unemployment rate by migrant status, EU27, 2008-2012 (15-64) (quarterly estimates)
8
7
6
5
4
3
2
1
0
EU migrant

non-EU migrant

national

Source: Eurostat (2012).

Huge variation in
unemployment
across member
states

too the unemployment rate of nationals
has increased by just over 9 percentage
points (to 19.3 per cent), whereas for nonEU and EU migrants it increased by 15.4
and 13 percentage points respectively
(data on unemployment among migrants
is not fully comprehensive – it covers
only 17 countries for EU migrants, and 19
for non-EU migrants).

Migrant workers have also suffered sigQL¿FDQWO\ DV D UHVXOW RI WKH UHFHVVLRQ
Non-EU migrants have seen their unemployment rates rise by 7.3 percentage
points between 2008 and 2012 to reach
21.3 per cent (Figure 4.17). This is far
higher than the 3.3 percentage-point rise
experienced by within country nationals.
EU migrants have also seen their unemployment rates increase somewhat more
quickly than average, by 3.8 percentage
points between 2008 and 2012.
If we look at migrant employment
by country we see that in Greece, while
unemployment rates have increased sigQL¿FDQWO\ IRU DOO VHFWLRQV RI WKH SRSXODtion, there are large discrepancies. The
unemployment rate among EU migrants
has increased by 7 percentage points
since 2008 to just over 15 per cent in 2011;
for non-EU migrants, however, it has shot
up by over 16 percentage points to 23 per
cent. The unemployment rate for nationals in Greece has meanwhile increased
by just over 9 percentage points. In Spain
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Figure 4.18

Percentage point change in employment rate by age, EU27, 2008 Q2 to 2012 Q2 (15-64) (quarterly estimates)
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Figure 4.19

Percentage point change in unemployment rate by age, EU27, 2008 Q2 to 2012 Q2 (15-64) (quarterly estimates)
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Older workers
see employment
growth
The employment prospects of young
workers (15-24) have been damaged
during the recession more than those
of any other age group. Figure 4.18 provides information on changes in the
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employment rate for different worker
age groups between 2008 and 2011. The
fall in the employment rate is most pronounced for younger workers, around 4.5
percentage points for those aged 15-24
and 4.7 percentage points for those aged
25-29. Young workers have also experienced the biggest rise in their unemployment rate – some 7.3 percentage points
(Figure 4.19). For those aged 30-34 and
35-39 drops in the employment rate are
VLJQL¿FDQW EXW PRUH PRGHVW WKDQ WKRVH
experienced by younger workers (3.3
and 2.6 percentage points respectively).

For those aged 40-44 and 45-49 falls in
the employment rates were experienced
but they were lower than for younger
age groups (1.9 and 0.9 pp). Older workers have, meanwhile, fared comparatively well and the employment rates of
those aged 50-54 and 55-64 have actually increased over the last few years (by
0.3 and 3.1 percentage points respectively). These two groups have also seen
the smallest increases in unemployment
rates.
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Figure 4.20
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Youth unemployment rate by highest level of education attained (ISCED 0-2; 3-4, 2008 2Q-2012 2Q)
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Source: Eurostat Labour Force Survey (2012).
Note: ISCED levels 0-2 include pre-primary, primary and lower secondary education. ISCED levels 3-4 include upper secondary and post-secondary non tertiary education.

Struggling youths
Youth unemployment has become one
of the most topical social and economic
issues on global, European and national
agendas. The impact of youth unemployment is extremely high in social, individual and economic terms. Among other
consequences, young people have limited
opportunities to become socially and
economically independent and, in several member states, they are increasingly
exposed to the risk of poverty and social
exclusion insofar as their employment
opportunities are liable to be restricted
to precarious and low quality jobs (European Commission 2012d; Ministère des
Affaires sociales et de la Santé 2012).
Hence, in the long run, they will be more
likely to suffer from the ‘scarring effect’
(Scarpetta et al. 2010), meaning – from
a labour market perspective – that they
will experience, among other things,
reduced earning opportunities, less stable working careers, and reduced penVLRQEHQH¿WV
In the light of the above implicaWLRQVWKH¿JXUHRIPRUHWKDQPLOOLRQ
young people aged between 15 and 24
experiencing unemployment in 2011 is
DODUPLQJ (YHQ ZRUVH WKH ODWHVW ¿JXUHV
RQ XQHPSOR\PHQW VKRZ QR VLJQL¿FDQW
improvement in the situation for youth,

in addition to which there is an increasing risk of their being trapped in precarious jobs which do not ensure full integration in the labour market (Chung et al.
2012).
Figure 4.20 presents developments in the rate of youth unemployment
between 2Q 2008 and 2Q 2012, broken
down also by educational attainment.
During the last quarter in question, 22.4%
of active youths were unemployed at the
(8OHYHOWKH¿JXUHKDYLQJLQFUHDVHGE\
percentage points compared to the same
quarter in 2008. The highest increase
in most countries was recorded in 2009
(not shown), particularly in those member states most affected by the sovereign debt crisis, namely, Ireland, Spain,
Latvia, Estonia, and Lithuania. Portugal,
Greece and Italy achieved their highest
rates (between 33.9% and 53.9%) in the
¿UVWTXDUWHURIWKDW\HDU7KLVZDVPDLQO\
due to the worsening general economic
situation and austerity measures which,
for example in Greece, made dismissal
of workers with lower productivity more
FRVWHI¿FLHQW 7XEDGML  IRU *UHHFH 
7KHVH¿JXUHVGLYHUJHVXEVWDQWLDOO\IURP
the rates of Germany, Austria and the
Netherlands, the only three member
states with a total youth unemployment
rate lower than 10%.
When comparing the rates of youth
unemployment by educational level (bars
in Figure 4.20), unemployment rates for
low-skilled and medium-skilled young

SHRSOH GLYHUJH VLJQL¿FDQWO\ \RXQJ SHRple with tertiary education are not compared, due to data limitation). Data show
that low-skilled young people generally
experience higher levels of unemployment compared to the medium-skilled
(i.e. young people with upper secondary education). Rates of unemployment
among the low-skilled increased dramatically in the second quarter of 2012
compared to the same quarter of 2008.
At the European level this increase was
nearly 10 percentage points. The rate for
medium-skilled youths increased less
but still by 7 percentage points. This situation appears most dramatic in the Czech
Republic, Hungary, Latvia, Ireland, Italy,
Portugal, Spain and Greece. The risk of
unemployment for young people with
low skills cannot, however, be attributed
exclusively to skills mismatch and the
increasingly high-skilled knowledgebased economy, for it is caused in the
main by job losses in some of the sectors most seriously affected by the crisis,
namely construction, manufacturing and
the retail sector (European Commission
2011b; ETUC and ETUI 2012), but also –
at a later stage – the public sector which
has seen major contractions in staff.
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Figure 4.21

Youth unemployment rate, ten selected countries, yearly rates 2002-2011
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Source: Eurostat, Labour Force Survey (2012).

Growing different
As pointed out by the European Commission (ESDE 2012:18), the unemployment
rate over the last ten years shows increasing divergence among countries – after a
period of convergence at the beginning of
the 2000s – particularly between countries in the Northern or Southern part
of the eurozone. Figure 4.21 shows youth
unemployment trends over the ten last
years for ten selected countries. As might
be expected, the trend towards divergence is stark also in the case of youth
unemployment, for the crisis, job losses
and limited new job opportunities have
generally pushed unemployment levels
upwards, reshaping and polarising the
youth unemployment panorama compared to 2002. Portugal and the UK, for
example, respectively doubled and tripled
WKHLU ¿JXUHV LQ  FRPSDUHG WR 
With the same increasing trend, Italy
reached higher levels of youth unemployment than 10 years ago.
Meanwhile, even despite some risLQJ DQG ÀXFWXDWLQJ WUHQGV The Netherlands, Germany and Austria remain at
the bottom of the unemployment spectrum. Central and Eastern European
countries, including Poland where rates
had earlier decreased, are facing a strong
increase. Finally, Spain and Greece are
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experiencing the harshest consequences
of the crisis. In 2011, 37.8 percentage
points separate the highest (Spain) and
the lowest (The Netherlands) national
rates of youth unemployment.
The activity rate of young people is
another relevant factor in evaluating the
situation of youth on the labour market.
The activity rate includes all members of
the national workforce, i.e. people who
already have work or who are offering
their labour. Eurostat data (not shown)
show that the youth activity rate differs
greatly across the EU countries, ranging
from 24.7% in Hungary in 2011 to almost
70% of the whole youth population in
The Netherlands. Differences are also
due to the different education systems
(apprenticeship and on-the-job training contribute to an increase in activity
rates as young people are simultaneously
in education and on the labour market)
but also to the more or less widespread
combination of studies with jobs (often
part-time). Between 2008 and 2011 youth
activity rates decreased markedly in
Spain (-6.8pp) and Ireland (-12.6). Activity rates fell also in The Netherlands (-4.4)
and in Denmark (-5.1) but these countries
initially high rates kept them at the top of
the EU ranking. It should be pointed out
that a fall in the activity rate is not always
a negative sign as it can mean an increase
in participation in education and training.
Good educational attainment is
indeed a predictor of young people’s

labour market situation and the indicator
on early leavers from school and training (ESL) provides the requisite information. Early leavers are those employed
and unemployed young people with, at
most, lower secondary education. The
ESL rate is monitored at the European
level because young people with at most
lower secondary education are more likely
to be in unemployment or in precarious
employment, generally earn less, and
are more likely to depend on social welfare support, while facing a higher risk of
poverty (European Commission 2011a:
  7KH UDWH RI (6/ LV RQH RI WKH ¿YH
Europe2020 headline targets and it is set
at 10% (it does not, however, apply to the
UK) (European Commission 2012b).
6LQFHWKH\HDUZKHQ¿UVW(6/
¿JXUHV ZHUH UHFRUGHG WKHUH KDV EHHQ
a decreasing trend in most European
countries, attributable to the fact that
participation in education has generally
increased and jobs increasingly require
higher skills.
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Figure 4.22
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Early leavers from school and training by labour market status, yearly rates 2008-2011
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Source: Eurostat, Education and Training (2012).

Longer in
education:
better equipped?
Figure 4.22 shows data on ESL by employment status in the years 2008 and 2011.
At the European level, the rate of young
people with low educational attainment
decreased by 1.4 percentage points,
from 14.9 to 13.5, representing 5.6 million young people aged between 18 and
24 (European Commission 2012c). Less
than a half of these 5.6 million young
early leavers from school and training are
in employment. The share of early leavers
in employment has decreased by 2 percentage points – from 8.1 to 6.1 – over the
last three years (2008-2011). Contrary to
employment trends, young early leavers
not in employment increased in the same
period by 0.4 percentage points, and they
represent 54.8% of total early leavers
(Eurostat 2012). Thus, even if in general
terms ESL rates have fallen, early leavers are increasingly exposed to the risk
RI QRW ¿QGLQJ HPSOR\PHQW DV WKH VKDUH
of unemployed young people in 2011 was
proportionally higher.
Figure 4.22 allows of two main
REVHUYDWLRQV 7KH ¿UVW LV WKDW WKHUH DUH
KXJHGLIIHUHQFHVDPRQJFRXQWULHVD¿UVW

group of eleven countries have shares
lower or equal to the European benchmark; a second group (11 member states)
have rates of between 10 and 15% while
¿YH FRXQWULHV ± 5RPDQLD ,WDO\ 3RUWXgal Malta, and Spain – have rates ranging between 17% (Romania) and 33.5%
(Malta). There are 27.9 percentage points
between the rates for Poland (5.6%) and
Malta (33.5%). Even if Portugal, Spain
and Malta are considered as outliers, and
comparison is made with Italy, i.e. the
¿UVWFRXQWU\IROORZLQJWKHVHWKUHHFRXQWULHV RQ WRS WKH JDS LV VWLOO YHU\ VLJQL¿cant (12.6 pp).
The second observation is that
some countries – Spain, Portugal, Malta,
Italy, Latvia, Estonia – have lowered
their ESL rates quite markedly since
2008 compared to the rest of member
states. This achievement has been attributed to the strong impact of the crisis in
these countries. Young people are in fact
more likely to stay longer in education –
DVLJQL¿FDQWLQFUHDVHKDVEHHQUHJLVWHUHG
for vocational education and training
schemes (European Commission 2012e)
– and thus postpone their entry to the
ODERXUPDUNHW7KLVLVDOVRFRQ¿UPHGE\
data from Eurostat (not shown) measuring the participation rate of young people
in formal or non-formal education and
training. For instance, between 2008
and 2011, the participation rate increased
by 6.7 percentage points in Spain; in
Ireland by 8.7 percentage points; in

Portugal by 7.2 percentage point. These
LQFUHDVHV DUH VLJQL¿FDQWO\ KLJKHU WKDQ
the EU27 average increase (0.5 pp). The
crisis has indeed forced young people to
change their education and labour market choices. If return to school or training
might be considered a positive effect of
the crisis, no clear improved job opportunities seem available in the near future
once young people complete their studies. Despite the skills and competences
DFTXLUHGWKH\PLJKWQRWEHDEOHWR¿QGD
job or they might be obliged to accept one
for which they are over-skilled, thus fuelling the vertical skill-mismatch problem.
Moreover, despite the call for and
need to support a long-term education strategy as well as young people’s
increased interest in staying longer in
education, the EU Commission and the
Council have announced (European
Commission and Council 2012) that
national education budgets will not be
raised in the near future, mainly because
RI¿VFDOFRQVROLGDWLRQ
The alternative to work, education
and inactivity (including non-remunerated but socially useful activities) is
emigration, to which large numbers of
people seem to have resorted in some
severely hit countries such as Spain,
Italy, Ireland, Poland and Hungary
(Math 2011; Eurofound 2012b), with
some countries, notably Germany, having explicitly welcomed young Southern
European immigrants.

75

4.

Labour market inequalities and divergence

Youth, crisis and the labour market

Figure 4.23

Youth long-term unemployment (% of the total unemployment), ten selected countries, yearly rates 2002-2011
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Source: Eurostat, Labour Force Survey (2012).

Rising youth
long-term
unemployment:
an issue to tackle
Figure 4.23 shows youth long-term
unemployment trends as a part of the
overall youth unemployment rate in ten
selected countries. Differences among
the selected countries were very sigQL¿FDQW LQ  6LJQV RI FRQYHUJHQFH
appeared around 2007. However, the
share of young long-term unemployed
rose at a different pace across Europe,
after an important injection of newly
young unemployed during the crisis which served to reduce the relative
weight of the long-term unemployed. The
most dramatic increases are recorded in
Italy, Greece and Ireland (rates higher
than 40%), but also in Spain, the UK,
and Portugal, with shares of between
32.4 and 24.7%. This means that the high
increase in temporary unemployment
has, for a large share of young people,
become chronic. With the aim of tackling
of youth unemployment and preventing
long-term detachment from the labour
market, both preventive and correcting
measures have been presented at the
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EU level. Two examples include apprenticeship and youth guarantee schemes
(European Commission 2012f).
Firstly, apprenticeships are, as
mentioned earlier, a well-established and
effective secondary educational road,
particularly in Germany and Austria
but also in Denmark. Apprenticeships
and dual learning have been praised as
one major contributor to the low rate of
unemployment because of the close link
forged between formal and on-the-job
training and their potential for reducing
school drop-out rates. However, these
systems are not immune to the crisis.
Cedefop (2011) has stressed that the German system of apprenticeship, one of the
most developed, responded well during
the crisis because of the general better
economic situation of the country which
meant that a decline in apprenticeships
was able to be averted. In worse affected
countries, there has been a reduction
of places available for apprenticeships,
such as in Denmark (24 percentage-point
reduction in 2009 compared to 2008),
France, and Estonia (European Commission 21012e; IBW 2012; Meilland 2011).
The second policy initiative is the
creation of youth guarantee schemes
such as are already in place in some Nordic countries and Austria (European
Commission 2012f; Eurofound 2012b).
Youth guarantees are meant to ensure a
good quality offer of employment, continued education, an apprenticeship or a

traineeship within four months of having
left school or of becoming unemployed
(European Commission 2012a).
Both these solutions need strong
support and to be included in wider youth
and labour market strategies, especially
in those countries where public employment services are still not able to centralise labour market supply and guidance services, and where active labour
market policies for the unemployed are
still poor (e.g. Southern European countries). At national level, other measures
reducing the labour costs of young people, particularly for the low-skilled, were
approved (e.g. Belgium, Hungary, Latvia,
Portugal, European Commission 2012f).
Attention should be paid, however, to the
deadweight and substitution side effect.
In addition, temporary incentives for
the low-skilled are, if not coupled with
employment opportunities, likely to contribute to job-churning and precariousQHVVRIWKHORZTXDOL¿HG
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Figure 4.24

Young people not in employment and not in any education and training (NEET), yearly rates 2008-2011
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Source: Eurostat, Education and Training (2012).

NEETs: more than
a social labour
market problem
The NEET (young people aged between
15 and 24 years ‘Not in Employment Education or Training’ – NEET) yearly rates
given in Figure 4.24 show trends before
and during the crisis. While it may be
claimed that the NEET rate facilitates a
statistical grasp of those young people
who are not engaged in any employment
or educational or training activities,
this indicator does not in fact cover any
homogeneous ‘inactive and disengaged
young population’ but, instead, represents an umbrella category for heterogeneous groups of young people whose
inactivity stems from numerous different
causes (Injuve 2011).
In 2011 there were 7.5 million young
NEETs aged between 15 and 24 years
old. At the EU level this corresponds to
12.9% of this age cohort, being 2 percentage points higher than in 2008. Data
from Eurostat also show that in 2011 an
additional 6.5 million NEETs were aged
between 25 and 29 years old (Eurofound
2012b), meaning that a much wider age
cohort is experiencing precariousness
DQGVRFLDODQGHFRQRPLFGLI¿FXOWLHV

As might be expected, the NEET
rate increased particularly in those countries where unemployment increased the
most. At the same time, discrepancies
may be observed between country rankings based on unemployment rates and
those based on NEET rates. This is due
to the fact that the NEET rates are based
on the whole youth population of the reference age, whereas unemployment is
based on the share of youth in the labour
force (unemployed and employed).
Divergence among countries is
once again quite marked and Southern
and Eastern European countries still
report the highest rates of NEETs. Bulgaria recorded 22.6%, in other words,
PRUH WKDQ RQH \RXQJ SHUVRQ LQ ¿YH LV
not in employment education or training in this country. Italy, Spain, Ireland,
Romania and Greece all have high rates
of somewhere between 15 and 20%.
Northern, but also Central, European countries have the lowest rates, with
the Netherlands reporting the lowest
share (3.8%), followed by Luxembourg,
Austria, Denmark, Slovenia, Germany,
Sweden, and the Czech Republic, with
around or less than 10%. A recent Eurofound study (2012b) calculated the public
¿QDQFH DQG PLVVHG HDUQLQJ FRVWV RI WKH
NEETs compared to the non-NEETs: the
costs of the exclusion of young people
(aged 15-29) at the EU level is estimated
at €153 billion in 2011 (€120 billion in
2008). In terms of GDP, this represents

1.21% of EU GDP. Once again, the bill at
the country level differs substantially,
Italy having the highest bill with more
than 32 billion euro, followed by France,
the UK and Spain (Eurofound 2012b). In
Bulgaria and Greece the costs correspond
to 3.3% and 3.28% of GDP respectively
(Eurofound 2012b). These gaps are due to
the highly divergent shares of NEET, but
also to the current social and economic
structure. Being a NEET increases the
likelihood of being excluded from the
labour market for longer periods. Labour
market and education policies need to be
coupled with social interventions. Some
individual factors that, together with
macro-country features, are more predictive of becoming a NEET also include:
suffering from disability, living in remote
areas, having an immigrant background,
belonging to a low-income household,
DQG OLYLQJ LQ D GLI¿FXOW IDPLO\ HQYLURQment (Robson 2008; Eurofound 2012b).
The situation as a whole calls for horizontal and multilevel social interventions.
Unfortunately, the relevant budget lines
have suffered increasing cuts in several
member states, and, even where social
expenditure may have increased (mainly
in 2009), it is unable to keep pace with a
deteriorating social situation. The OECD
(2012a) reports that social expenditure
in real terms declined sharply in Greece,
while in Portugal, Italy, and Hungary the
average increase was lower than the average increase in the OECD.
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Labour market inequalities and divergence

Conclusions

Recession fuels
divergence
This chapter has shown that there are
sizeable inequalities within Europe
which affect both the likelihood of individuals being in work and their experiences of work once they are in employment. While these differences often
persist in both good times and bad, they
have been exacerbated by the recession.
At a member-state level, those countries
that were relatively strong in 2008 have
generally proved able to weather the
storm more successfully than others.
The chapter has demonstrated
that 2011/2012 cannot be presented as a
year of labour market recovery; the EUwide picture is one of zero employment
growth, while the general picture is of a
struggling, and at the same time increasingly divergent, labour market.
There are large and deeply ingrained
inequalities in the performance of the
labour markets of different member
states. Some member states have high
employment rates underpinned by high
levels of economic activity among both
men and women – these include Sweden, Denmark, Finland, Germany and
the Netherlands. Women’s employment
rates in particular show huge levels of
variation and are particularly low (50
per cent or less) in a number of southern European countries. Furthermore,
the way that individual countries have
experienced the recession has been
very different. In a number of countries,
notably Germany and Poland, employPHQW ¿JXUHV KDYH LPSURYHG VLQFH 
(although we are not able to comment
in detail on the quality of this increased
employment). Other countries – including Austria, Hungary, Sweden and Belgium – have employment rates around
or marginally below where they were in
2008. However, a number of countries
have experienced severe recessions and
are still experiencing employment rates
YHU\ VLJQL¿FDQWO\ EHORZ SUHUHFHVVLRQ
levels. These countries include Greece,
Ireland and Spain, all of which currently
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have employment rates that are more
than 6 percentage points below their
2008 levels. As such, there has been a
VLJQL¿FDQW GLYHUJHQFH EHWZHHQ WKRVH
countries where labour markets have
begun to recover and those that have
seen little or no discernible recovery.
These differences in performance are
likely to continue to be compounded by
the severity of austerity measures in a
number of the most poorly performing
countries.
The recession has also exacerbated
the labour market disadvantage experienced by certain groups of workers.
Lower-skilled workers have been hit particularly hard by the recession, with their
EU-wide unemployment rate increasing
by more than 7 percentage points and
currently standing at more than 18 per
cent. Young workers have also had their
prospects damaged by the recession.
The youth unemployment rate across
Europe stands at 22 per cent; in Greece
DQG6SDLQWKH¿JXUHLVPRUHWKDQSHU
cent, and in Portugal, Italy and Ireland it
is above one third. These very high rates
of youth unemployment represent a sigQL¿FDQWFDXVHIRUFRQFHUQEHFDXVHRIWKH
negative longer-term health and career
outcomes which are associated with
youth unemployment, not to mention the
various social consequences, including
FRVWVWRSXEOLFOLIHDQG¿QDQFHV1RQ(8
migrants have also seen a steep rise in
their unemployment rates.
A further concern is the continuing growth in long-term unemployment.
There are 10.9 million long-term unemployed across the EU27. Once again,
there are some notable country differences, with the Scandinavian states, as
ZHOO DV $XVWULD FRXQWULHV W\SL¿HG E\
comparatively high spending on active
labour market policies) witnessing a
VLJQL¿FDQWO\ ORZHU LQFLGHQFH WKDQ RWKHU
countries of long-term unemployment as
a proportion of total employment.
Meanwhile, challenges remain also
for those in work. Non-standard forms
of employment have been growing over
time, with increasing numbers of workers in part-time and temporary positions, and many of those working parttime reporting that they would prefer
a full-time job.

The European divide
in clean energy and fuel poverty

5.

Introduction
2012 was a ‘black’ year for the planet. Progress towards a more sustainable production
and consumption model had been stalled and no end to the resource-depleting practices
of the past was visible on the horizon.
Despite efforts to keep global warming, by the end of the century, below a 2°C rise
above the pre-industrial climate, higher levels of warming are increasingly likely. In order
to meet the target in question, climate policy commitments based on the Kyoto Protocol aim at a 50 per cent reduction of global greenhouse gas emissions (ghg) by 2050,
including an 80% ghg reduction for industrialised countries, based on the reference year
of 1990. Scientists agree that countries’ current United Nations Framework Convention
on Climate Change emission pledges and commitments would result in additional warming of 3.5 to 4°C (World Bank 2012). According to the 2012 Emissions Gap Report of the
United Nations Environmental Programme (UNEP), the estimated emissions gap in 2020
is 8 to 13 GtCO2e (Gigaton CO2 equivalent) compared to what would be needed for a
‘likely’ chance of being on track to remain below the 2°C target. This forecast gap is now
two GtCO2e higher than calculated for the latest report in 2010 (UNEP, 2012). This means
that, on the basis of current policies and their implementation, the gap between where we
should be in 2020 and where we are heading on the basis of present performance is now
equivalent to approximately 20% of total global emissions in 2010 (49 GtCO2e) and is still
growing. This increasing shortfall is what constitutes the real bad news.
Nor is any binding global agreement on emission reductions within sight.
The most worrying fact of all is that a widespread resignation is gaining ground based
on acceptance that the 2°C target cannot be met and that the best we can now do is adjust
to the severe consequences of this failure. Both in Europe and globally climate policy
ambitions seem to be fading away as policy efforts become focused on crisis management
and austerity. New illusions appear in relation to pseudo-solutions for prolonging the age
of fossil energy in forms such as shale gas extraction and a possible renaissance of coal. A
new policy focus seems to be emerging in favour of affordable energy, irrespective of the
HIIHFWVRQWKHFOLPDWHJLYLQJULVHWRDFRQÀLFWEHWZHHQWKH¿QDQFLQJUHTXLUHGWRGHYHORS
renewables and the demand that energy remain affordable. Political uncertainty and cuts
LQJUHHQVXEVLGLHVPHDQWWKDWZDVWKH¿UVW\HDULQDGHFDGHWRVHHDGURSLQJOREDO
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Decoupling economic growth from resource use
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No breakthrough
in sight
It is abundantly clear that past trends
of material and resource use cannot be
continued on into the future. If mankind wishes to preserve economic and
social development, the impact on the
planet of such development – in terms of
expenditure of materials and resources –
is going to have to be limited and indeed
decreased. If economic growth is to be
maintained, the only way forward is to
‘make more out of less’, in other words, to
decouple economic growth from resource
use.
Annual changes in domestic material consumption (DMC) of member
states against GDP growth rates for the
period 2000 to 2007 show that decoupling GDP growth from resource use
has been taking place, if at all, at only a
very sluggish pace. Stable or decreasing
DMC has so far tended to be observable
only where GDP growth is low or in the
case of recession. High GDP growth rates
are accompanied by higher material use,
in better cases involving only moderate increases. Between 2000 and 2007,
absolute decoupling of resource use from
economic growth (decreasing DMC)
occurred in only six out of 27 EU member
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states (Luxembourg, Italy, Germany,
the Netherlands, Hungary and the UK)
as shown in Figure 5.1. Eleven member
states showed relative decoupling, with
DMC increasing at a slower rate than
GDP. No decoupling, effectively signifying a deterioration of the situation, was
the outcome in the ten remaining countries, where DMC increased faster than
GDP, indicating that resource productivity actually declined in those countries
during 2000 to 2007. This group of the
worst performers is rather heterogeneous, consisting 0f cohesion countries
from the East (Estonia, Romania and
Slovenia), from the South (Portugal,
Spain and Cyprus), interestingly also
Denmark, while Sweden, Finland and
Austria have growth rates of material use
close to GDP growth such that they are
on the border between relative decoupling and no decoupling (i.e. also failing
to perform well).
In the 2012 and 2011 Benchmarking reports (ETUC and ETUI, 2012,
chapter 6; ETUC and ETUI, 2011: 52-53)
we showed that a division in terms of
resource productivity has become apparent among member states in Europe.
There was a clear divide in terms of
UHVRXUFH HI¿FLHQF\ DV QHZ PHPEHU
states had much lower values with an
almost 20-fold gap between the worst
performer in this respect, Bulgaria, and
the best performer, Luxembourg. Meanwhile, in terms of per capita greenhouse

gas (ghg) emissions, the divide was just
the opposite, with Luxembourg (as the
richest country in the EU) having by far
the highest per capita emissions, while
poorer CEEs had low values.
As thus described, decoupling trends
show an extremely mixed picture (see
also ETUC and ETUI 2012: 82) with no
visible trend in terms of a possible ‘green’
convergence between member states.
The lack of progress in decoupling trends
also shows that we remain light-years
away from the normative target known
as ‘Factor Five’ – which means improving
UHVRXUFH HI¿FLHQF\ ¿YH WLPHV SURGXFH
FXUUHQW *'3 ZLWK RQH ¿IWK RI UHVRXUFH
input) – that had been set as a target for
2050 (von Weizsäcker et al. 2009).
This highly ambitious and yet necessary transformation can take place
only in the presence of policies based on
hard incentives for economic actors to
optimise activities on improvements in
resource productivity, such as they have
already done in relation to labour productivity (such measures are mostly linked
to price incentives, such as the effective
carbon price for enterprises /e.g. via carbon tax and or emissions trading, but the
price of other resources is also relevant).
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Investment in clean energy down

Figure 5.2

Global total new investment in clean energy (2005-2012)
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Austerity and
policy uncertainty
take their toll
After eight years of rapid growth, total
clean energy investment (private and
public) worldwide suffered a setback of
11 per cent in 2012 (BNEF, 2013; Figure
5.2). This is a very sudden and serious
trend break, as the world saw doubledigit growth in this respect throughout
the years of the previous decade, and
still in 2010 a 34% jump in clean energy
investments was recorded. In 2009 when
world trade and investments suffered a
demand shock, investment in renewable
energy did not suffer seriously (a mild
two per cent decrease). The main reason for the large drop last year was that
many governments in industrial nations
slashed subsidies for technologies ranging from wind turbines to solar power
and biomass installations in the framework of austerity measures and due to
‘changed’ priorities (most notably in
Italy and Spain). At the same time, clean
energy investments in emerging economies (e.g. China) grew rapidly, albeit not
VXI¿FLHQWO\ WR RIIVHW WKH QHJDWLYH WUHQG
triggered by developed economies (see
also Figure 5.3).

The declines are thus due primarily
to the debt crises in the United States and
Europe, with huge cuts in incentives to
bolster energy transformation, but also
to a 24 per cent decline in solar panel
prices last year.
All segments of the renewable energy
industry experienced a drop in investment. Solar energy investments made
up the largest part with overall investments of $142.5 billion in 2012, a 9
percent decline from the previous year.
The amount of total wind energy investments was $78.3 billion, down by 13 per
cent from the previous year. Investment
in energy-smart technologies, such as
VPDUWJULGHQHUJ\HI¿FLHQF\DQGHOHFWULF
vehicles, fell by 7 per cent to 18.8 billion.
This trend change in green investments is a dire message for the future,
further deepening the already grave concerns about attainment of the 2050 climate policy goals (see ETUC and ETUI
2011, Chapter 5).
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Investment in clean energy down

Figure 5.3

New investment in clean energy 2012 (USD bn), 2012/2011 change (%)
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Austerity affects
green investment
Above we have shown global trends in
clean energy investment over the last eight
years (Figure 5.2), including the disturbing setback suffered last year.
We now turn to look at the composition of clean energy investment and especially the changes by geographical region
in 2012. What we see is a dramatic gap
between industrialised developed economies and emerging economies. The divide
can also be interpreted as being between
countries and regions experiencing an austerity trap and those that have refrained
from adopting this self-defeating therapy.
As Figure 5.3 shows, in 2012 investment in clean energy fell by 32 per cent in
the United States, by 51 per cent in Italy
and by 68 per cent in Spain. Italy and
Spain used to be leading investors in solar
energy in Europe; after huge cuts in previously available subsidies, however, the
markets of these countries collapsed, with
huge implications for Europe as a whole.
While for Europe as a whole there were
QRDJJUHJDWH¿JXUHVDYDLODEOHIRUWKH\HDU
2012, the third quarter showed a devastating 29 per cent drop in clean energy
investment compared to the same period
in 2011.
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On the other hand, China’s total
clean energy investment in 2012 surged
by 20 per cent to a record $67.7 billion,
making this country now by far the largest
investor in clean energy in the world. In
2012 investment in clean energy in China
was more than 50 per cent above the U.S.,
the second largest clean energy investor in
the world with $44.2 bn.
South Africa saw an exceptional
investment surge to $5.5 billion from ‘a
few 10s of millions in 2011’ as a result of
its wind and solar tender. Japan’s new subsidy programme helped investment rise
as much as 75 per cent to $16.3 billion in
the wake of the Fukushima disaster. In
Europe, especially its southern states, due
to widespread cuts in public spending,
were to be found the worst performers with
substantial cuts of more than 50% of green
investment compared to the previous year.
It is essential to emphasize that this trend
break in clean energy investments in 2012
is a new phenomenon and does not yet
appear in longer-term performance (for
renewable energy trends of the period
2005-2010 with national targets for 2020,
see Figure 5.4. and the next section). It
constitutes, nonetheless, a strong warning
signal as to the grave potential impact of
austerity and policy uncertainty.
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The share of renewables and 2020 targets

Figure 5.4

Share of renewable energy and target (% of total energy generation)
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More ambitious
countries also
perform better
The EU target for 2020 is to achieve a 20%
share of total energy consumption from
renewable sources. Targets were set for
all member states by the 2009 Directive
on renewable energy (European Parliament and Council 2009). Factors such as
the different starting points, renewable
energy potential and economic performance of each country were taken into
account in setting the targets.
As regards the share of renewable
energy achieved within the energy mix of
individual member states, Figure 5.4 gives
an overview of trends, showing actual
shares in 2005 and 2010 (latest available year) and national targets for 2020.
We see a divided picture, as regards both
ambitions (targets) and actual performance. The Baltic and the Nordic countries
have the highest targets, with Austria and
Portugal also in this ambitious group.
Slovenia and Romania also have rather
high targets (25 and 24% respectively)
ZLWK JRRG SURSRUWLRQDO IXO¿OPHQW 7KH
highest national targets have been set for
Sweden (49%) and Latvia (42%). For these
two countries the overwhelming majority

of renewables comes from hydro-energy.
Regarding performance, Sweden had
almost reached its ambitious 2020 target
already in 2010 and Latvia is also not far
from having achieved its target. Relatively
KLJKIXO¿OPHQWUDWLRVDUHFKDUDFWHULVWLFRI
most of the countries in the upper range of
ambitious targets.
Not so in the group of countries
with less ambitious targets. Ireland, with
a 16% target, had just over 5% renewables
in 2010. For countries such as Belgium,
Cyprus, the Netherlands and the UK, tarJHWV DUH EHORZ  ZLWK  IXO¿OPHQW
at 5% or below. The extreme laggards are
Malta and Luxembourg with targets of
DQGUHVSHFWLYHO\DQGIXO¿OPHQWRI
between 1 and 3%.
It is quite apparent from the above
data that there is no observable pattern as regards what country or group of
countries has ambitious targets and how
IXO¿OPHQW SURFHHGV :H VHH WKH µZLOGHVW¶
combination of country groups. This suggests that a country’s progress in terms
of energy transformation depends not on
its geographical location, on whether the
country is poor or rich (Latvia performing second best, Luxembourg second
worst), on whether a country is hit by the
crisis (Portugal is making good progress)
or not so (The Netherlands is a poor performer). What does matter is policy and
determination.
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The share of ‘old energy’ in the energy mix
of member states

Figure 5.5

Share of nuclear energy in energy generation, % - for MS above EU27 average (2009)
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Figure 5.6

Share of coal in energy generation, % - for MS above EU27 average (2009)
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Europe’s energy
divide: the laggards
Figures 5.5 and 5.6 list those member
states that have a higher than average share in two controversial forms of
energy generation, namely, nuclear and
coal. Figure 5.5 shows that France has
the highest share of nuclear energy with
40.4%, followed by Lithuania (34.1%)
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and Sweden (29.6 %). Bulgaria, Slovenia,
Belgium (21-22%), Finland and the Czech
Republic (15-18%) also have above average shares. The EU27 average share of
nuclear energy in energy generation was
13.6% in 2010.
The role of coal and lignite in
energy generation is a throwback to the
past and with its high CO2 emissions it
represents a major threat to the global
climate. Yet it continues to retain a high
share in a number of EU member states
and, due to its low extracting costs, it is
enjoying a late renaissance. While coal

has an average share of 15.6% in EU27
total energy generation, Estonia has the
highest share among member states with
57.7% followed by Poland (54.5%) and
the Czech Republic (41.5%). Alongside a
number of new member states, Greece
(27.5%), Germany (22.1%) and Denmark
(21%) are also part of the energy generation laggards’ club of coal-based energy.
Coal-based energy generation is, in
a number of member states (e.g. Poland),
still a major source of employment such
that a rapid restructuring would raise the
risk of mass unemployment.
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Fuel poverty

Figure 5.7

Share of the population who cannot afford to keep its home warm if needed, 2011 (%)
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High and getting
worse…
The term fuel poverty (sometimes called
‘energy poverty’) is not an exact measure
of poverty as such and cannot be compared to general poverty rates. It is, however, one indicator of material deprivation and the term is used in the Survey on
Social Inclusion and Living Conditions
by posing the question ‘Can you afford
to keep your home warm, when needed?
(Eurostat, 2012). The share of positive
responses is then expressed as a percentage of the total population, or in the share
of particular income groups in society.
Fuel poverty in Europe was a sigQL¿FDQWSUREOHP ETUC and ETUI 2012:
85) and hit alarming levels in 2011 (the
latest available year) with huge differences among individual member states,
as Figure 5.7. shows. Particularly new
member states and crisis-ridden southern European countries are exposed to
the threat of growing fuel poverty.
Bulgaria is the most alarming case
with nearly half (46.3%) of the total population (red dot in Figure 5.7) unable to
keep their home warm if needed. Among
the poor segment of the population with
income levels below 60% of national
average, the share of those experiencing

fuel poverty is a dramatic 68.7% (blue
bar), more than two thirds of low-income
groups. In Greece, Latvia, Lithuania,
Portugal and Cyprus between 40 and
45% of the low-income population suffers from fuel poverty. The gap between
the new member states (EU12) and the
EU15 is persistently high, as for the new
member states fuel poverty for the two
groups is 15.8% and 30.6% respectively,
while for the EU15 these values are 8.3%
and 19.3%. The main pattern seems to be
that new member states in general are
more affected and from within the EU15
only southern European crisis states are
included in this group. On the other hand,
a number of new member states perform
well (Slovakia, Slovenia and the Czech
Republic have more favourable values
than Germany). Interestingly, Spain is
also in a relatively good position. These
latter cases indicate that fuel poverty is
not an unavoidable plague suffered by
crisis-ridden countries but that its existence depends also on social policies and
compensation mechanisms.
The overview of countries in regard
to their progress in energy transformaWLRQ WKH HQHUJ\ PL[ SUR¿OHV DQG WKHQ
the distribution of fuel poverty, indicates
that the latter is in no way related to
progress towards clean energy. The risk
factors were low income levels in general
linked also to a low level of social protection (historically this is the case of new
member states with notable exceptions)

on the one hand and the effects of austerity measures on the other (southern
European countries), the latter being a
more recent phenomenon.
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Fuel poverty

Figure 5.8

Utility bill arrears in EU member states (2007 and 2011, in % of total population)
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Gap between EU15
and NMS is huge
and growing
We referred to the phenomenon of utility
bill arrears in the Benchmarking report
of 2012 (ETUC and ETUI, 2012: 86) and,
with the availability of new data, we are
in a position to demonstrate the effect
of the crisis here. For a number of countries the result is depressing indeed. In
Romania the share of households with
utility bills in arrears more than tripled
between 2007 and 2011 (from 8.3% of
the population to 27.2% ¿JXUH ). In
Latvia too an almost threefold increase
was recorded, while Greece also suffered
a huge increase, from 15.7% in 2007 to
23.3% in 2011. The case of Bulgaria also
indicates that this country’s problem is
truly chronic, insofar as it had the highest level of payment arrears in the EU in
both 2007 and 2011 (with 28.8 and 28.6%
respectively). Poland, on the other hand,
was the only country that experienced a
fall in utility bill arrears between 2007
and 2011 (from 16.7% to 12.9%), though
it still has rather high levels. The gap
between the EU15 and the new member
states is huge and growing during the
period (with arrears of 5.7 and 6.7% for
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the EU15 and with 13.3 and 17.7% for the
NMS respectively). The Czech Republic
and Slovakia are now again performing
well with shares below the EU15 average.
Interestingly, according to this indicator,
Spain and Portugal are also faring relatively well. This trend is more indicative
for the longer-term (historical) income
differences between countries, signalling, to some extent, an earlier sluggish
rate of income convergence.
It is also important to emphasize that neither of the two measures of
energy-related social stress shows any
correlation with the progress of clean
energy and with the share of renewable energy generation. Sweden, with the
highest share and progress in renewables, is one of the countries with the lowest fuel poverty and utility bill arrears.
Other countries seen to be performing well in the green transformation of
energy generation also do relatively well
in social terms. Energy poverty was more
linked to general income levels and to
lower levels of social protection on the
one hand (NMS) and to the effects of the
crisis and austerity on the other (some
NMS with dramatic levels of fuel poverty
and some of the southern European crisis
states).
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Conclusions

1RFRQÀLFW
between social and
environmental
objectives
1R HVVHQWLDO FRQÀLFW EHWZHHQ HQYLURQmental and social objectives exists, even
if populist and market radical groups,
assisted by the climate-change sceptics,
do their utmost to suggest the opposite. These groups’ main narrative – an
approach that has now spread dangerously into mainstream opinion – is that
energy transformation is not affordable,
that renewable energy is too expensive,
that it leads to fuel poverty and to a competitiveness problem for the industry,
as proclaimed, for instance, by the German lobby organisation ‘Initiative Neue
Soziale Marktwirtschaft’ (c.f Aktionsbündnis Energiewende, 2012). In this
chapter, we have sought to show that
WKH FRQÀLFW OLHV HOVHZKHUH 7KH VSHFtacular break in progress towards clean
energy and the rising incidence of fuel
poverty actually share common ground
in the form of widespread austerity policies and a policy shift away from longterm sustainable actions and priorities
towards short-term contingency strategies. Investment in clean energy (wind
DQG VRODU DV ZHOO DV HQHUJ\ HI¿FLHQF\ 
suffered a huge setback in countries that
were hit by the debt crisis and, most
notably, those that introduced severe
austerity policies (especially Italy and
Spain). Yet it has to be stressed that not
just public but also private investment in
clean energy suffered serious setbacks in
these countries, indicating that the drop
was caused not by short-sighted and illdesigned austerity measures alone but
also by an inappropriate reshaping of
incentive systems and policy priorities .
This is probably the most worrying message for the future, with the growing
attention paid to coal-based and fossilfuel energy generation (shale gas) representing a severely regressive feature of
current developments.

It is shocking to realize that these
regressive trends and policy changes are
frequently based on the fake argument
that renewable energy is not affordable
and that it leads to fuel poverty (Süddeutsche Zeitung, 2012). The German
Environment Ministry, for instance, has
proposed to amend the law on renewable energy by freezing the price subsidy
for renewables for two years in order to
prevent further increase in the electricity
price (BMU, 2013). We have shown the
alarming trends in fuel poverty, in terms
of both households’ inability to afford to
heat their homes and/or their tendency to
fall into payment arrears. The composition of countries most affected by these
adverse phenomena has nothing to do
with their ambitions or progress towards
clean energy. The risk factors observed
were low income levels and low level of
social protection (new member states) on
the one hand and the effects of austerity
measures on the other (southern European countries). Austerity thus has had
a double bite, entailing a negative effect
on clean energy investments but also on
households’ ability (especially among low
LQFRPH JURXSV  WR ¿QDQFH WKHLU HQHUJ\
needs. Austerity is self-defeating, as we
have already learned in respect to its
broad economic impact (Chapter 1 of this
publication); in regard to environmental and social consequences, this is even
more obviously the case. What is particularly cynical is to play off the two victims of austerity against each other and
to claim that environmental and social
progress are to be set in opposition to one
another. For trade unions too it is of the
utmost importance to resist any temptation to argue along such lines. The social
crisis is caused neither by excessively
ambitious environmental progress nor
by attempts to promote non-affordable
renewable energy generation. On the
FRQWUDU\LQYHVWPHQWLQHQHUJ\HI¿FLHQF\
and clean energy can create jobs and
make energy use more sustainable, and
even affordable.
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6.

Workers’ rights,
worker mobilisation and
workers’ voice
Introduction

In his address to the European Parliament on 14 September 2011, ILO DirectorGeneral Juan Somovia declared that ‘respect for fundamental principles and rights at
work is non-negotiable: not even in times of crisis when questions of fairness abound.
This is particularly important in countries having to adopt austerity measures. We
cannot use the crisis as an excuse to disregard internationally agreed labour standards.’
7KLVZDUQLQJLVFOHDUO\QRWEHLQJKHHGHG$VZLOOEHHODERUDWHGLQWKH¿UVWVHFWLRQ
of this chapter, the labour reforms proposed or initiated by the EU and the Troika have
indeed had detrimental effects on workers’ rights and working conditions. The austerity
regime has forced a convergence towards deregulation by means of far-reaching
liberalisation of working time regulations, atypical employment standards, rules on
redundancies and industrial relations structures and processes.
The second part of this chapter examines the consistency of strike activity in
Europe; by and large, despite – or indeed because of – the crisis and the impact of the
austerity regime, the volume of strikes and their patterns have not greatly changed in
past decades. The politicising effects of collective action should not be underestimated.
The third part of this chapter turns to the company level, assessing the degree of
convergence or divergence evident in the actual application of EU legislation which
was designed to promote a transnational, genuinely European approach to workers’
participation. The spread, quality, and development of EWC and SE agreements and
actual practice indicate that workers and their representatives increasingly recognise
the European company level as a crucial transnational arena in which to come to terms
with ever-deepening integration.
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Figure 6.1

Announced and/or adopted changes to IR/CB systems and certain aspects of labour law

AT BE BG CY CZ DE DK EE ES FI FR GR HR HU IE IT LT LU LV NL NO PL PT RO SE SI SK UK
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collective bargaining systems
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dismissal rules
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contracts
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in particular for youth
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Source: ETUI own research.

EU austerity
measures: towards
less protection for
workers
Since the economic crisis gathered pace
towards the end of 2008, European public authorities and national legislators
have initiated or adopted a range of measXUHVGHVLJQHGWRERRVWHQWHUSULVHÀH[LELOity, including in many cases far-reaching
amendments to national labour law. This
section outlines the background to, and
effects of, these measures on workers’
rights and working conditions. Despite
variations in the nature and depth of the
changes enacted, their origins lie in the
starkly deregulatory approach thrust
upon them by the austerity regime.
In some cases, general labour law
reforms were initiated prior to the economic crisis with the professed aim of
‘modernising’ labour law. In other countries, such as Hungary, a change of government accelerated drastic changes in
labour law, even bypassing participatory consultations with, among others,
the social partners (for example in Estonia, Hungary and Slovakia). In other
instances – in Spain, Greece, Ireland and
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Portugal – these structural reforms have
been required or indeed forced upon
these member states by the European
Commission, the European Central Bank
(ECB) and the International Monetary
Fund (IMF) – i.e. the so-called ‘Troika’.
Additionally, the European Union,
together with the IMF, has undertaken
‘missions’ to EU member states experiHQFLQJ HFRQRPLF GLI¿FXOWLHV DV ZHOO DV
reviews of the economic programmes of
WKH PHPEHU VWDWHV UHFHLYLQJ ¿QDQFLDO
support.
Many member states justify the
labour law reforms by arguing that
HQKDQFLQJ ODERXU PDUNHW ÀH[LELOLW\ LV
one of the best responses to the crisis
(European Commission 2010). In some
countries, measures are only piecemeal,
albeit highly deregulatory (AT, BE), while
in others they amount to far-reaching
overhauls of the whole labour code (HU).
Four main areas of labour law
FKDQJHVFDQEHLGHQWL¿HGZRUNLQJWLPH
atypical employment, rules on redundancy, and industrial relations structures and processes, which affect social
dialogue and collective bargaining. These
reforms tend to be (more) permanent,
putting workers in a more precarious and
unprotected situation both in general
and in the workplace.
With regard to changes to working
time, measures tend to increase the maximum lengths of shift periods, increase
the amount of potential overtime hours

to be negotiated into the salary (CZ),
extend possibilities for overtime and
night work (PL), and change compensation for overtime (PT).
0RYHVWRZDUGVPRUHÀH[LEOHFRQGLtions for atypical work include the extenVLRQ RI PD[LPXP OHQJWKV RI ¿[HGWHUP
work contracts (CZ, ES, GR, PL, RO, SI),
the extension of the number of permissible renewals (SK, PL), and the creation of
‘new’ types of less protective contract for
target groups (CZ, ES, GR, PL, SK). For
the latter, evidence shows that in several
member states, these new contracts often
offer less protection than do normal
employment contracts and/or are tarJHWHGDWVSHFL¿FJURXSVRIZRUNHUVVXFK
as young people, who are already among
the most vulnerable as regards labour
market entry, progress and retention (see
also Chapter 2).
Changes to redundancy rules in
the member states range from lowering
the severance pay entitlement (CZ, PL),
shortening the periods of notice (SK),
DGGLQJ QHZ MXVWL¿FDWLRQV IRU LQGLYLGXDO
dismissals (ES, PT), altering thresholds
for simplifying collective redundancy
procedures (LT) and simplifying administrative procedures in case of individual
dismissal (FR).
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Figure 6.2

European Commission Country-specific recommendations 2012-2013 (social field only)
AT BE BG CY CZ DE DK EE ES FI FR HU IT LT LU LV MT NL PL SE SI SK UK
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reviewing wage indexation
reviewing wage-setting system - align with productivity developments
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facilitating transition school to work by incentives for companies to
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Youth
facilitating transition school to work through apprenticeships and
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enhancing participation of women
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Source: European Commission Country-specific recommendations 2012-2013; note that GR, IE, PT and RO did not get specific recommendations but were in general
recommended to implement their respective Memorandums of Understanding (incl. eventual subsequent supplements).

The EU doggedly
pursues its
austerity regime
The pressure for further structural
reforms is far from waning. While other
Troika institutions, in particular the IMF,
have admitted that some of their proposed structural reforms – in particular
regarding wages – have not only failed to
give the envisaged boost, but have even
had adverse effects (Blanchard and Leigh
2013), the European Commission continues to bark up the wrong tree by pressing
for further austerity measures.
The European Commission’s ‘Country 6SHFL¿F5HFRPPHQGDWLRQV¶IRU
2013 are a case in point. Explaining that
labour market reform needs to be driven
by more concrete measures if the EU is
to return to growth, create jobs that will
raise labour standards, alleviate poverty
and ensure more sustainable growth, the
Commission insists that its recommendations, as endorsed by European Council Decisions, are to be implemented as a
matter of priority (European Commission 2012a; 2012b).
The depth of intervention of these
proposed measures is unprecedented.
No less than 16 out of 27 member states

are advised to rework their wage-setting
systems in order to allow alignment
with productivity development and/or
to review their wage indexation system.
Furthermore, the Commission considers
the minimum wages in some countries
to be too high, claiming that they pose
obstacles to growth and employment
(BE, SE).
Perhaps as a spoonful of sugar
intended to help the bitter medicine of
its intrusive demands on wage-setting go
down, the Commission has also proposed
an EU-level tripartite monitoring system
for wage-setting. In the light of the strong
tradition of social partner autonomy in
wage-setting across Europe, this offer
may well turn out to be a poisoned chalice for the European trade union movement – although it may still be preferable
to be at the table rather than outside the
room.
Other member states are advised to
adjust their employment protection legislation, in particular to loosen their ‘too
rigid’ regulation of atypical contracts of
HPSOR\PHQW VXFK DV ¿[HGWHUP SDUW
time and temporary agency work (CZ, SI,
/7  6XFK IXUWKHU ÀH[LELOLVDWLRQ LV OLNHO\
simply to exacerbate the plight of those
workers who are already among the
most vulnerable. And there remains of
course the pressure by the Troika to further implement the reform programmes
agreed under the Memorandums of
Understanding (ES, GR, IE, PT).

What is known in sporting circles
as ‘no pain, no gain’ thus translates into
‘no pain, no rescue’ – clearly not an easy
position from which member states could
resist the proposed reforms, even if in
many cases they serve only to worsen
workers’ protection and social welfare.
As long as DG ECFIN sets the tone,
WKHGRJPDRIOLEHUDOLVDWLRQDQGÀH[LELOLsation of labour markets will remain the
tireless mantra. This is clearly shown by
the recent DG ECFIN report on ‘Labour
market developments in Europe 2012’
(European Commission 2012c), in which
reforms that systematically decrease
worker and social rights are deemed to
be ‘employment-friendly’; such reforms
range from measures that decrease
notice periods and levels of severance
pay, and loosen the limitations to the use
of typical contracts, to measures reducing constraints on minimum working
time. Also rated ‘employment-friendly’
are ‘measures that decrease statutory
and contractual minimum wages (...)’ and
government interventions that ‘decrease
the coverage (...) of collective bargaining’ and ‘result in an overall reduction in
the wage-setting power of trade unions’
(ibid.; italics as in original).
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Figure 6.3

Trade union litigation actions

International:
ILO, other UN texts
European:
Council of Europe, EU/CJEU
National:
(Constitutional) court, human rights
commissions, ombudsman, referenda,
etc.
Source: ETUI own research.

Trade unions say:
‘See you in court!’
Alongside the traditional responses of
demonstrations and collective action,
trade unions and workers have recently
WDNHQ D QHZ WDFN E\ ¿OLQJ IRUPDO OHJDO
complaints at national, European and
international levels in order to insist on
their countries’ adherence to fundamental (social) rights instruments.
In November 2012, the ILO Committee of Freedom of Association examined complaints submitted by several
Greek trade unions with the support of
the International Trade Union Confederation (ITUC) concerning the austerity
measures taken within the framework
of the international loan mechanism
agreed upon with the Troika. The Committee found that the Troika’s request to
suspend and/or derogate from collective
agreements and to decentralise collective bargaining violated ILO Conventions
87 and 98. Spanish trade unions have
adopted the same course of defence in
relation to measures contravening these
Conventions as well as ILO Convention
158 on dismissal protection.
In Greece, Romania, and Hungary,
trade unions triggered high-level ILO
assistance missions to examine whether
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measures introduced or announced are
compatible with fundamental labour
rights. In other cases trade unions
approached the UN, such as the Irish
application to the UN Human Rights
Council Universal Periodical Review, or
WKH ¿OLQJ E\ WKH 3RUWXJXHVH HGXFDWLRQ
trade unions of allegations that the measures taken violate ILO/UNESCO Recommendations concerning the Status of
Teachers (1966) and of Higher-Education
Teaching Personnel (1997).
In two recent cases, the European
Committee of Social Rights (ECSR), the
main supervisory body of the (Revised)
Social Charter of the Council of Europe,
examining complaints on austerity
measures taken in Greece, concluded
that a range of fundamental social rights
of the Revised European Social Charter had indeed been violated, such as
the right to fair remuneration, the right
of young persons to protection, and the
right to social security. Five more complaints by Greek trade unions regarding
recent pension reforms enacted at the
behest of the Troika are still pending.
Trade unions in Portugal and Italy are
also considering similar complaints to
the ECSR. In Hungary, more than 8000
individuals, acting with trade union supSRUW ¿OHG FDVHV WR WKH (XURSHDQ &RXUW
of Human Rights, alleging that recent
pension reforms violated the European
Convention of Fundamental Rights. On
12 June 2012, the Council of Europe

Parliamentary Assembly adopted Resolution 1884 on ‘Austerity measures – a
danger for democracy and social rights’;
a further resolution on the impact of the
crisis on the right to collective bargaining
is in preparation.
At EU level, and in addition to an
increasing number of cases submitted to
WKH&-(8RQODERXUODZUHIRUPVRQ¿[HG
term and part-time work in particular
(GHK 2012), Portuguese trade unions
in the banking sector have submitted a
case to the CJEU contesting the validity of public sector salary cuts against
the EU Charter of Fundamental Rights.
In 2012, the EP Employment Committee
adopted a critical own-initiative study on
the enforcement of fundamental workers’
rights following the austerity measures
introduced in seven countries (FR, GR,
IT, NL, HU, SE, UK) (European Parliament 2012).
At national level, trade unions are
also increasingly applying to constitutional courts (ES, DE, GR, NL, PT, EE,
other (labour) courts (PT), human rights
commissions (GR), or are striving to
abolish proposed reforms by triggering
national referendums (SI).
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Figure 6.4

Smoothed values of average country DNW rates, 1990-2011

Log of unweighted country average and standard
deviation of DNW rates per year
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Source: Eurostat and national statistical offices. See Vandaele (2011).
Note: maximum 24 countries included: AT, BE, CH, CY, DE, DK, EE, ES, FR, HU, IE, IT, LT, LU, LV, MT, NL, NO, PL, PT, RO, SE, SK and UK. For correcting for
systematic variances in the official cross-country strike data, the logarithm is used for measuring the overall strike trend.

Is labour lying low?
In the early 1960s it was predicted that
strikes would ‘wither away’ (Ross and
Hartman 1960) in most of the advanced
capitalist societies, mainly due to institutional reforms which facilitate dispute
settlement. Yet a massive offensive strike
wave internationally, with mai 68 in
France and the autunno caldo in Italy a
year later being its quintessential examples, highlighted the ‘resurgence of class
FRQÀLFW¶ &URXFK and Pizzorno 1978).
In the late 1970s and early 1980s, times
with high and rising unemployment levels, the strike volume declined substantially in western Europe (Shalev 1992).
Later studies on the strike volume in the
1990s and early 2000s found evidence
for a continued pattern of declining but
still diverging strike rates across western Europe (Edwards and Hyman 1994;
Scheuer 2006). This is also the strike
SLFWXUHWKDWZDVSDLQWHGXSXQWLOWKH¿UVW
two years of the current recession (Gall
2012; Vandaele 2011). The strike volume
continued to decline in western Europe
on an even wider scale than before,
although less sharply than in the previous decades. Meanwhile, considerable
cross-country differences in strike levels
remained intact. Equally, in central and
eastern Europe, the strike volume stood

at a low level in the 2000s but national
strike patterns persisted (Bohle and
Greskovits 2012).
Has the strike volume fallen further after the austerity drive of the European governments? In seeking to answer
this question here, the most recent data
on the strike volume are used. It should
be noted here that authorities underestimate the amount of strike activity. The
reporting is sometimes inadequate and
authorities use different inclusion criteria which can, moreover, change over
time. Generally, the strike volume (days
not worked (DNW) due to strikes per
1,000 employees) is considered the most
reliable indicator for comparing countries over time.
The thick line in Figure 6.4 looks
at the overall annual trend in the relative
strike volume in at most 24 European
countries from 1991 to 2011 – for lack of
data, not all countries are included for
each year. The strike volume clearly continues a downward trajectory since the
2000s; a stable set of countries for which
all strike data is available in every single
\HDU±QRWGHSLFWHGKHUH±FRQ¿UPVWKLV
trend.
However, the extent of the decline
in strike volume should not be overstated. A notorious statistical problem is
WKDWRI¿FLDOGDWDRQVWULNHVRIWHQH[FOXGH
strikes in the public sector and general
strikes; this makes the data increasingly
less reliable since it is precisely these

kinds of strike which have been on the
rise in various European countries in the
2000s (Gall 2012; Hamann et al. 2012).
Thus, the exclusion of strike action in the
public sector and of general strikes from
RI¿FLDOVWULNHVWDWLVWLFVFRQWULEXWHVWRWKH
further underestimation of the strike
phenomenon.
Furthermore, the broken line shows
the standard deviation, which measures
how far the strike volume of each country is dispersed from the average. The
broken line thus depicts the variation
between the countries. The broken line
of the standard deviation runs largely in
parallel with the thick line of the average.
This suggests that countries are moving
along the same trajectory – labour quiescence – but that there is no outspoken
convergence trend. Country variation is
still apparent and this variation particularly escalates in case of extraordinary
peaks in the strike volume of certain
countries.
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Figure 6.5

Comparing 1990s to 2000s average of DNW rates per country, unadjusted DNW rates

Decade averages of DNW rates per country
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Source: Eurostat and national statistical offices. See Vandaele (2011).
Note: sorted by 2000s data. CZ, GR, LT, LV and SI are excluded owing to the only partial availability of data.

Strikes on the rise
in France and the
UK only
To what extent does labour quiescence
vary by country? The bars in Figure 6.5
depict the strike volume in 23 European
countries in the 1990s and the following
decade. The graphs illustrate that in Norway and in most EU member states, the
average strike volume fell further in the
2000s compared to the previous decade.
There are several countries which
pose exceptions to the downward trend in
strike activity, however. In seven out of 23
countries (Austria, Estonia, France, Luxembourg, Slovenia, Switzerland and the
UK) the average strike volume rose in the
2000s compared to the previous decade.
There is no data available after 2008 for
Luxembourg and Switzerland.
In the cases of Austria, Estonia
and Slovakia – all countries with a low
strike volume – single union mobilisation
events have clearly contributed to this
exceptional status. All those mobilisations took place, by coincidence, in 2003.
In Austria, unions mobilised against the
unilateral government decision to enact
a major state pension reform, and there
was also an exceptional railway strike
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against its restructuring (Adam 2004).
%RWK(VWRQLDDQG6ORYDNLDVDZWKHLU¿UVW
real strikes since they gained independence: Estonian unions protested against
the government’s public sector wage
policy (Kaia Philips 2003), whereas the
Slovakian railway union opposed restructuring and closures of regional rail lines
(Munková 2003). Once these extraordinary one-off peaks in strike volume are
accounted for, however, it is clear that
$XVWULD(VWRQLDDQG6ORYDNLDFRQ¿UPWKH
trend of falling strike volumes over time.
All in all, this leaves only France
and the UK as true exceptions to the trajectory of ‘labour quiescence’. As in Austria, Estonia and Slovakia, mass strikes
at the sectoral or national level have
undoubtedly contributed to the increase
in strike volume in France and the UK.
But whereas adjusting for the year with
the highest strike volume (by replacing it
with the average of that particular decade
(cf. European Commission 2011)) makes
it clear that the increase in the strike volume in Austria, Estonia and Slovakia can
be attributed to one single union mobilisation, this is not entirely the case for
France and the UK. The increase of the
average strike volume in the 2000s, compared to the previous decade, can also
be attributed to the enduring or rediscovered militancy of certain unions in
both countries, although radical political
unionism is still a minority phenomenon
(McIlroy 2012).

That France and the UK should
both buck the trend of labour quiescence
is quite remarkable, since these two countries’ industrial relations systems are
very different from one another and their
union identity and strike traditions are
quite distinctive. The coincidence thus
illustrates that strike activity must be
understood in its economic, political and
institutional context: its meaning changes
within time and between countries.
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Figure 6.6

Comparing 1990s to 2000s average of DNW rates per country, adjusted DNW rates

Decade averages of DNW rates per country
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Source: Eurostat and national statistical offices. See Vandaele (2011).
Note: sorted by 2000s data. CZ, GR, LT, LV and SI are excluded due to the only partial availability of data.

Spain still leading
the league
As shown in the previous section, adjusting the volume by replacing the outlier
year (i.e. the year with the highest strike
volume) with the average of that particular decade makes it possible to better detect the middle-term trend of the
strike level around which strike action
ÀXFWXDWHV LQ WKDW SDUWLFXODU FRXQWU\
In other words, a more accurate idea of
the degree of variation amongst countries can be obtained by comparing the
unadjusted with the adjusted strike volume. As the countries are ranked by their
average volume in the 2000s to indicate
their relative position in the 1990s, the
values in Figure 6.6 suggest substantial
continuity in the overall strike volume
‘ranking’ of the countries. At the same
time, regardless of the downward trend
and the high volatility of strike activity,
the cross-country variance is sustained.
Spain has clearly led the European
strike ‘league table’ for the past two decades. However, one should keep in mind
that Greece was certainly at the top of
the league in the 1990s (Algisakis 1997).
Unfortunately, Greece is excluded here,
since strike data for Greece are no longer
DYDLODEOHDIWHU1RRI¿FLDOUHDVRQLV

given, but it seems likely that the Greek
government is embarrassed at the high
strike statistics (Wallace and O’Sullivan
2006).
Denmark, Italy and Finland have
also been relatively steadily near the top
of the league table in both decades, but in
the case of Denmark this is the case in the
2000s only for the unadjusted average.
Visibly France, but to a certain
extent also Belgium, have moved to the
upper part of the league table of European strike propensity in the 2000s.
Norway has remained in the same place,
whereas Ireland and Cyprus have moved
downwards towards the middle of the
league table in the 2000s, having been in
the upper part of the table in the previous
decade. Most of the other countries that
were in the middle or at the bottom of the
league table in the 1990s have more or
less maintained their positions in the following decade. Romania and particularly
Poland are notable exceptions, however,
since these two countries have dropped
several places in the ranking.
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Figure 6.7

Types and characteristics of strikes

Type

Sectors

Workers’ power resources

Strike size

Tactical strike

Single branch or sector in private or public services

Workplace bargaining power

Small

Industry-wide strike

Single branch or sector in industry or private or
public services

Marketplace bargaining power

Large

Political mass strike

Public sector or all sectors in certain regions or
whole economy

Organisational power

Large

Source: authors’ typology based on Bordogna and Cella (2002), Gall (2012) and Silver (2003).

The rise of the
mass strike
Besides explanations drawing on common structural socio-economic and
political-ideological
transformations
towards a neo-liberal europeanisation
and the impact of enduring organisational and institutional differences
(Brandl and Traxler 2010; Piazza 2005),
two common trends shed additional light
on our understanding of the current
strike volume.
First of all, the decline of the strike
volume at the aggregate level might hide
shifts in strike activity at the sectoral
level, particularly the shift from industry
towards private services and, especially,
public services. This goes hand in hand
with a transformation in the logic of
strike action (Bordogna and Cella 2002):
because the workplace bargaining power
of workers in services, although unevenly spread, is associated with greater
potential social disruptiveness, they can
use the strike weapon more tactically
– involving less workers and a shorter
duration of strikes. This rather tactical
use of the strike weapon might explain
why strikes rates in services have not
counterbalanced the decline of strike
activity in industry – see Figure 6.7.
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Secondly, general strikes have
been on the increase in the last decades (Hamann et al. 2012; Gall 2012).
Although some other European countries
have occasionally seen general strikes in
their streets, such strikes tend to be geographically concentrated in the southern
part of Europe (including France), albeit
to a lesser extent in Portugal; this partly
explains the persistent cross-country
variation in strike rates. General strikes,
mostly against government policy proposals to alter employment protection
in particular and labour market policies
in general, as well as pensions and other
welfare system issues, tend to distort
strike volume averages.
As illustrated in Figures 6.5 and
6.6, the difference between the unadjusted and adjusted ten-year average
strike volume of certain countries is
likely to be explained by the impact of a
small number of mass strikes. Similarly,
other types of mass strike – either a short
strike involving a large number of workers or a long strike by a relatively small
number of workers – are also likely to
have a strong impact on the average strike
volume. For that reason, a distinction
is made between industry-wide strikes
and political mass strikes (Gall 2012) –
see Figure 6.7. Industry-wide strikes are
strikes within a single economic branch
or sector, whether in the private or public
sector, which have as their primary objective the imposition of economic costs

on the employer to enforce the workers’ demands. Political mass strikes are
either generalised public sector strikes
or generalised strikes for the whole economy or certain regions, the purpose of
which is to put pressure on the government to concede and compromise. Certainly, political mass strikes have been
more directly associated with responses
to the European sovereign debt crisis and
the workers’ protest against the austerity
regimes of European governments.
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Source: authors’ compilation based on www.bbc.co.uk, EIROnline, ETUI Collective Bargaining Newsletter and Planet Labor.

General strikes:
embarrassment
among authorities?
It is worthwhile to investigate whether
there has been an overall rise in (political) mass strikes in Europe since the
onset of the recession in 2007/2008 by
looking at annual developments in the
strike volume (Godard 2011); it also enables a closer look beyond the year 2010.
There are also historical reasons for
doing this, since strikes have shown a
strong tendency to occur in waves in the
past (Kelly 1998).
There is, however, no generally
DJUHHG GH¿QLWLRQ RI D µVWULNH ZDYH¶ 7KH
GH¿QLWLRQXVHGKHUHLVWKDWWKHVWULNHYROume should exceed the mean of the preFHGLQJ ¿YH \HDUV E\ DW OHDVW  SHU FHQW
(Shorter and Tilly 1974). The (relative)
strike participation would be an alternative and perhaps more valuable measure
for grasping workers’ willingness to act,
but the currently available data do not

provide enough information for such an
analysis for all countries.
However, it must be noted that
there is no data at all available for important crisis-hit countries. This is the case
for Greece but data is also missing for
the most recent years for Italy and Portugal. The Greek, Italian and Portuguese
authorities are apparently embarrassed
by recent strike statistics; one can suspect that the public outcry against the
austerity measures provides a compelling disincentive for systematically collecting or publicising this data.
However, despite the lack of sysWHPDWLFGDWDVRFLHWDOFRQÀLFWDQGVWULNHV
are apparently enduring tactics, even in
times of austerity. There is little doubt
that political mass strikes in Greece, Italy
and Portugal have affected the respective
strike volume to such an extent that they
meet the criteria for being considered
strike waves – see Figure 6.8. Important
company strikes against restructuring
decisions, such as the Italian strike 2009
in response to closure of the Fiat plant in
Termini Imerese, or the 2011 steel workers’ strike at the Hellenic Halyvourgia
plant in Aspropyrgos in Greece add to the
strike volume.

Furthermore, in some other countries, such as Belgium, the Czech Republic or Slovenia, the authorities seem
equally to have lost interest in collecting
strike data, although alternative sources
are, luckily, sometimes available. Likewise, it should be noted that strike statistics for the majority of EU member states
have no longer been updated since 2008
by Eurostat, the Directorate-General of
the European Commission responsible
for issuing statistics (so that national
VWDWLVWLFDO RI¿FHV KDYH WR EH FRQWDFWHG
directly).
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Figure 6.9

Accounting for strike waves in Europe excepting Greece since 2008

Industry-wide strikes

Political mass strikes

2008: HU, LV, LT and PL

2009: EE and IE

2009: MT

2011: CY and UK

2008: DK and NL

2010: FR

2010: FI and NO

2011: BE

Single-employer bargaining

Multi-employer bargaining

Source: Eurostat and national statistical offices. See Vandaele (2011). Author’s calculation.
Note: no calculation possible for CZ, GR, LU, PT and SI; years missing for FR (2011), HU (2010-11), IT (2010-11), LV (2010-11), LT (2011), RO (2010-11), SK (2011)
and CH (2009-2011).

The resurgence of
the political mass
strike
For analysing possible strike waves, a
more detailed analysis of the quantitative
data or other sources serves to categorise
the wave or at least the main strikes producing the wave, such as industry-wide
strikes or political mass strikes. A further distinction is made between singleand multi-employer bargaining systems,
since collective bargaining systems tend to
LQÀXHQFHVWULNHSDWWHUQV &OHJJ 
Figure 6.9 provides an overview of
countries where a strike wave has occurred
VLQFH  $FFRUGLQJ WR WKH GH¿QLWLRQ
used here (strike volume exceeds the mean
RIWKHSUHFHGLQJ¿YH\HDUVE\DWOHDVW 
six waves took place in 2008, and three
waves have been discerned every year
since 2009. Yet, some waves must be seen
as an arithmetical artefact in some relatively low-strike countries, such as Malta
(Rizzo 2011) and the Netherlands (Grunell
2011). The 2008 strike waves in Lithuania and Poland were largely the result of
various teachers’ strike over a pay increase
and other demands (Blaziene 2010) and of
several strikes in public sector, particularly in the education and postal services
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sectors (Sroka and Sula 2010). But it is also
VRPHWLPHVGLI¿FXOWWRDWWULEXWHDZDYHWR
one single strike, such as those which took
place in Hungary (Neumann et al. 2010)
and Latvia (Karnite 2010).
Furthermore, industry-wide strikes
tend to be located in the multi-employer
bargaining systems of Nordic Europe.
The other waves are undoubtedly caused
by political mass strikes, mostly affecting the public sector. Typical examples are
the general strikes and demonstrations
in opposition to the government’s pension reform plans in France in 2010 (Jean
2010), and the general strike over a similar
issue which hit its neighbour Belgium the
following year (Gracos 2012).
Turning to the single-employer bargaining systems, where industry-wide
VWULNHVDUHDOPRVWE\GH¿QLWLRQOHVVOLNHO\
the occurrence of political mass strikes is
not precluded. Although strike action is
overall largely negligible in Estonia, the
union protest in June 2009 against the
content and implementation of the new
Employment Contracts Act caused a very
modest (mathematical) strike wave; more
importantly, however, the strike was held
despite the fact that the employers contended that it was illegal (Nurmela and
Osila 2009). The 2009 strike wave in Ireland can be clearly attributed to a 24-hour
national public service strike held in protest at the government’s pay cuts (Dobbins 2011). In the UK, the two large public sector unions coordinated strikes over

public service pension reform in June and
November 2011, the latter being the largest strike for thirty years according to the
Trades Union Congress (Hall 2011; 2012).
In that same year, in Cyprus, the public
servants’ strike (against a two-year payfreeze and austerity measures) was the
¿UVW PDVVLYH SXEOLF VHUYLFH VWULNH LQ WHQ
years.
To conclude, the evidence shows
that political mass strikes are no longer
dormant in single-employer bargaining
systems; almost everywhere, they were
prompted by the governments’ austerity
measures. Although the effectiveness of
the mass strikes in terms of alleviating
the austerity packages has been largely
questioned in the mainstream media, participation in strikes and collective action
in general may change ‘the ways in which
people think about the economy, about
the role of governments and markets and
about their own interests, as employees,
consumers and citizens’ (Kelly 2012:26).
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Figure 6.10

Agreements establishing EWC bodies, per month (1985-2012)
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Source: European Trade Union Institute, EWC database (www.ewcdb.eu), January 2013.

EWCs still
proliferating
The idea that the increasing europeanisation of multinationals’ activities must be
accompanied by a parallel europeanisation of workers’ participation is over 40
\HDUVROG,WZDVLQWKHVWKDWWKH¿UVW
proposals for employee representation
at the European level via supervisory
boards and/or European Works Councils
were introduced (Jagodzinski 2013). For
decades, European legislators grappled
in vain with the dilemma of accommodating the very diverse range of national
workers’ participation arrangements in a
single piece of legislation. Meanwhile, it
ZDVQRWXQWLOWKHODWHVWKDWWKH¿UVW
pioneer voluntary agreements and informal practices aimed at closing the gap
between interest representation at the
national levels and the European level
were launched.
The adoption of the EWC Directive in 1994 turned the option of volXQWDULO\ QHJRWLDWLQJ FRPSDQ\VSHFL¿F
arrangements into a right which was
¿UPO\ HPEHGGHG LQ D OHJDO IUDPHZRUN
It is here that the EWC success story
began. The prospect of binding rules
governing the negotiation and operation
of such arrangements fostered a surge

of negotiations to establish ‘voluntary’
EWCs before the new legislation took
effect on 22 September 1996: 397 new
bodies were established in 1996 (and 171
in September 1996 alone). The condition that such so-called Article 13 EWCs
would be exempt from the requirements
of Directive 94/45/EC provided a powerful incentive to set up EWCs before its
entry into force.
Since the EWC Directive took effect
in 1996, the establishment of EWCs has
continued unabated (Figure 6.10). With
occasional peaks (e.g. in consequence
of the extension of the EWC Directive
to the UK in 1999) the establishment
of new EWCs has been maintained at a
steady pace throughout the 2000s (see
also ETUC and ETUI 2011: 92). By January 2013, a total of 1020 EWCs were
known to be in place (European Trade
Union Institute, EWC database, 11/2012).
Nearly two decades after being founded,
the so-called voluntary or pre-Directive
(Article 13) EWC Agreements still make
XSRIWKHWRWDOFRPSDUHGZLWK
of post-directive (Article 6) bodies (ibid.)
As more and more EWCs are established
following the procedure laid down in
Article 6 of the EWC Directive, this proportion will steadily decrease.
As the above data demonstrate,
binding legislation which allows comSDQ\OHYHO QHJRWLDWLRQ SDUWQHUV WR ¿QG
tailor-made solutions to accommodate
their internal diversity, while at the same

time ensuring a robust basis for those
negotiations by the provision of rules
for their negotiation and operation, has
fostered the impressive spread of EWCs
across all countries and sectors. The
Recast EWC Directive of 2009 further
UH¿QHGVHYHUDOHOHPHQWVRIWKLVUHFLSHIRU
success (Jagodzinski 2009), and preliminary evidence suggests that the employees of smaller and medium-sized companies operating on a European scale will
increasingly take advantage of the opportunities provided by the EWC legislation.
Over the past two decades, the EWC
legislation has fostered the emergence of
a genuinely European institution for the
information and consultation of employee
representatives on transnational matters in a way which is suited to building
a bridge between workers’ representation
at the local and national levels in a total of
at least 1020 companies – plus at least a
further 61 currently in negotiation.
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Worker involvement and the European Company (SE)

SEs with information and
consultation rights
41
SEs with no involvement
rights or unknown
1601
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consultation and
participation rights
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87

application of standard
rules, 2

Source: ETUI (2013).

SE Directive:
a patchy record
Since October 2004, companies have had
the possibility to incorporate as a European Company (SE) in one of the 30 EEA
member states. The original idea of the
SE project was to promote integration
and convergence by creating uniform
European rather than national rules. In
WKHHQGKRZHYHUWKHFRPSURPLVH¿QDOO\
agreed gave rise, instead, to 30 different
national SE legislations.
With regard to employee involvePHQWWKH(8DOVRIDLOHGWRGH¿QHDVLQgle European model applicable to all SEs.
Although the SE Directive (2001/86/EC)
aims to safeguard existing participation rights at board level and to ensure
information and consultation procedures at transnational level, it adopts the
approach found in the EWC legislation:
it lays down a negotiation procedure and
a set of fallback provisions which apply
only if management and employee representatives fail to reach agreement.
Looking back on a decade of practical experience with SEs (see also Cremers
et al. 2013), it seems that the SE Directive
has cemented or at least contributed to
divergence rather than fostering convergence in matters of worker participation:
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1. The geographical distribution of SEs
LVVWULNLQJO\XQHYHQRIWKH
SEs registered by 1 January 2013
are concentrated in either the Czech
5HSXEOLF VHHDOVR&UHPHUVDQG
&DUOVRQ RU*HUPDQ\  7KH
UHPDLQLQJ  KDYH EHHQ VHW XS LQ
as many as 23 EEA member states,
suggesting that the SE Directive has
failed to meet its target of providing
a genuinely European corporate form
widely embraced in the EEA.
2. Employee involvement in SEs has
also clearly become the exception
rather than the norm. Of the 1601
existing SEs, a scant 89 are known to
have provided for employee involvement (see also ETUC and ETUI 2012:
108). 41 of these 89 SEs have agreed
transnational information and consultation rights by means of an EWCtype Representative Body or a procedure for informing and consulting the
workforce in the absence of a standing body. In the remaining 48 SEs,
the workforce is additionally represented on the SE’s administrative or
supervisory board. In all these cases,
participation rights had already
existed before the company acquired
SE status, thus illustrating the impact
of path dependency in relation to
arrangements within SEs. In 87 SEs,
the negotiating parties have signed
an agreement (only two companies
applied the fallback provisions). The

overwhelming predominance of such
tailor-made agreements almost by
GH¿QLWLRQ LQFUHDVHV KHWHURJHQHLW\
(Keller and Werner 2012). However,
as is the case for EWCs, the negotiated solutions found tend to converge
around the fallback provisions, albeit
ZLWKVLJQL¿FDQWRXWOLHUV
3. The SE Directive sows the seeds of
divergence even within countries.
SEs have started to make use of
WKHLUÀH[LELOLW\ZLWKUHJDUGWRFRUSRrate governance by departing from
established (national) traditions. In
the Netherlands, for example, about
half of the registered SEs have opted
for a monistic board system (with
no separate supervisory board), an
arrangement which had been hitherto unknown in Dutch corporate
governance. Given the primacy
of negotiations, the SE legislation
also opens the door to permanently
undermining existing national standDUGV 6SHFL¿F HPSOR\HHLQYROYHPHQW
models installed – in particular as
regards (board-level) participation
rights – will remain in place even, for
example, after employee thresholds
enshrined in national law have been
surpassed (Stollt and Kluge 2011).
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Agreements establishing EWC bodies, per month (1985-2012)
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Source: European Trade Union Institute, EWC database (www.ewcdb.eu), January 2013.
Note: Point System: for agenda items: 0.5 point per agenda item listed in fallback provisions; 1 point for items going beyond fallback provisions.
For other issues: 1 point for: provision of translation and interpretation; at least one regular meeting per year, the right to extraordinary meetings upon request, and
access to experts.

The EWC Directive:
a blueprint
for negotiations
7KH ¿UVW (XURSHDQ :RUNV &RXQFLOV
(EWCs) were based on voluntary initiatives by workers’ representatives and
the managements of multinational companies (MNCs) in the 1980s and early
1990s. While these EWC pioneers forged
DKHDGHDFKGH¿QLQJWKHLURZQSDUWLFXODU
approach in order to meet the company’s
VSHFL¿F QHHGV FXOWXUHV DQG VWUXFWXUHV
European legislators were still grappling
with the task of coming up with a ‘oneVL]H¿WVDOO¶ VROXWLRQ 7KH EUHDNWKURXJK
¿QDOO\IRXQGDWWKH(XURSHDQOHYHOZDVWR
ensure the primacy of negotiated, tailormade solutions, while at the same time
guaranteeing that certain standards be
upheld in the event that negotiations fail.
Whether or not this was intentional,
the fallback provisions contained in the
EWC Directive thus amount to a basic
blueprint for EWC agreements towards
which EWCs have steadily converged
(Figure 6.12). The variability of comSDQ\SUR¿OHVDQGWKHLQÀXHQFHRIKLJKO\
diverse national systems and traditions
of industrial relations have given rise to
very wide-ranging practice. Nonetheless,

over the years, the basic architecture of
rights and the practical arrangements
found in EWCs have become increasingly
similar. In other words, while all but 23
EWCs are based on agreements rather
than the application of the fallback provisions, they have nonetheless increasingly adopted the provisions laid out in
the fallback rules. Figure 6.12 illustrates
this remarkable convergence by attributLQJSRLQWVIRUWKHIXO¿OPHQWRIWKHSURYLsions contained in the Directive’s fallback
regulations.
It is clearly visible that over the
course of time, the Directive’s EWC blueprint (i.e. the fallback provisions laid
down in the Annex) has been increasingly applied in negotiated agreements.
Compared to the 1985-95 period, the
share of agreements in force in 1996
ZKLFK IXO¿OOHG DOO RU QHDUO\ DOO  EDVLF
SURYLVLRQV RI WKH 'LUHFWLYH JUHHQ ¿HOG 
URVH IURP  WR  ZKLOH WKH VKDUH
of lowest-standard agreements in the
respective periods dropped from above
 WR DSSUR[LPDWHO\  %HWZHHQ
1997 and 1999, the share of high-standard agreements rose even further and
remained roughly consistent until 2009,
when the new recast Directive on EWCs
(& ZDVDGRSWHG)RUWKH¿QDO
period, even before the entry into force of
the new legislation in 2011, the share of
highest-standard agreements rose again
IURP  WR  PHDQLQJ WKDW FORVH WR
all newly signed agreements follow the

Directive’s lead. Remarkably, in the most
recent period since 2009, there are no
agreements meeting the lowest standard,
and the share of medium-quality agreePHQWVKDVVKUXQNWRDPDUJLQDO
The above data demonstrates that
the existence of fallback provisions has
clearly strengthened employee representatives’ position in negotiations, enabling them to effectively ‘bargain in the
shadow of the law’ (Bercusson 1992: 185).
It also suggests a very strong learning
effect: successive generations of negotiators have not only learned from mistakes
made but have also built upon the successes of their colleagues in other companies. Without a robust fallback position,
it is highly unlikely that such a steady
improvement would have been achievable across the board; it is also proof of
the responsibility that rests with the EU
OHJLVODWRUVLQGH¿QLQJVXFKVWDQGDUGV
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Source: European Trade Union Institute, EWC database (www.ewcdb.eu), January 2013.

Renegotiating
EWCs: learning by
doing
Drawing upon the recently completed
analysis of all EWC agreements collected
in the ETUI database, it is possible to
take an even closer look at the development of standards within a single EWC
over the years. By looking at the set of
209 EWCs for which both the original
installation agreement as well as its
renegotiated versions are available, and
by comparing changes in their quality
(again by means of weighted components
of the agreements; see Figure 6.12 for
details), one can examine more closely
the convergence or divergence of contractual standards of operation for EWCs.
Figure 6.13 shows that, out of the
DQDO\VHG FDVHV  RI (:&V RU 
cases) managed to improve their agreements, for example by extending their
area of competence, securing the right to
extraordinary meetings upon request, or
gaining adequate access to translation,
interpretation, and expertise.
RIWKHWHVWHGDJUHHPHQWV RU
cases) retained their formal status quo;
this, however, does not necessarily mean
that their practice did not improve. In
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many cases, the standards set in the initial agreement may well have been considHUHGVXI¿FLHQWO\ZHOOGH¿QHGIRUWKHVXFcessful operation of the EWC in question,
while informal standards and practice
HYROYHG IXUWKHU ZLWKRXW EHLQJ UHÀHFWHG
in the formal agreements. Moreover, in
many cases (especially in Nordic MNCs),
an EWC agreement is regarded as a contract designed to cover no more than the
basic essentials; it represents merely the
formal proof of establishment, and has
no ambition to record all the practical
arrangements, facilities and guarantees
for EWC members, unlike the formal and
exhaustive nature of agreements that are
based in other (national) standards or
cultures of worker representation rules.
)LQDOO\ LQ  RI FDVHV RU 
instances), a newer agreement scored
fewer points than did its original version.
While this group deserves further investigation, one explanation is that some of
the EWCs in this category were taken
over by another company whose EWC
met lower standards (in total, 11 cases
of those 63 were involved in a merger,
acquisition or a spin-off). Without the
right of renegotiation accorded by the
2009 Recast EWC Directive, it was the
lower of the two standards which was
applied more or less automatically for the
new EWC. A further explanation might
be that the catalogue of topics to be dealt
ZLWK E\ WKH (:& ZDV UHGXFHG WR UHÀHFW
the actual needs of the EWC in practice:

experience may have shown that focussing more thoroughly on a shorter list of
issues was more effective in meeting the
needs of the EWC than dealing more
VXSHU¿FLDOO\ ZLWK WKH RULJLQDO DQG PRUH
wide-ranging catalogue.
All in all, the data demonstrate a
process of continual improvement of contractual arrangements for EWCs. There
is an evident convergence towards higher
EWC standards both within individual
EWCs as well as across the board.
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Subjects of informal arrangements and formal European framework agreements reached by EWCs
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Source: Müller et al. 2013 (forthcoming).

Negotiating off the
record?
EWCs were originally intended as fora
for information and consultation about
issues or measures with transnational
implications. EWCs function as a transnational bridge between national worker
participation arrangements but, as a rule,
the main locus of negotiation remains the
local or national level.
In many cases, however, the growing europeanisation and indeed global
integration of companies’ activities has
given rise to new instruments of negotiated regulation (Hauser-Ditz et al. 2010;
Rüb et al. 2013). In the absence of a legal
framework, European company-level
framework agreements have been concluded on a growing scale (119 agreements between 2000 and 2011) (Rüb et
al. 2013). This development has been
paid close attention by trade unions,
policy makers and academics alike (EMF
2006; European Commission 2008; Jagodzinski 2012).
Exploratory research conducted
in the metalworking sector, however,
has also revealed the striking emerJHQFH RYHU WKH SDVW ¿YH \HDUV RI LQIRUmal arrangements between EWCs and
transnational management that seek to

harmonise company policy on a wide
UDQJH RI LVVXHV FKLHÀ\ WUDQVQDWLRQDO
restructuring, remuneration, health and
safety policies, and shaping industrial
relations arrangements within the company (Müller et al. 2013).
Unlike framework agreements
which have been negotiated with EWCs
and/or trade unions, such informal
arrangements agreed between EWCs and
management are not laid down in formal
agreement texts, but instead are documented in the minutes of meetings, or
letters of understanding, or in some cases
are agreed only verbally.
As can be seen in Figure 6.13, both
formal framework agreements and informal arrangements struck in the metalworking sector cover roughly the same
spectrum of subjects. However, informal
arrangements more frequently cover
key issues which are normally within
the remit of trade unions or local works
councils, such as restructuring, remuneration and the protection of health and
safety. Most importantly, trade unions
may have not been a party to the negotiation of such arrangements with the
EWCs, which raises far-reaching questions about both the political impact and
the legal status of such arrangements.
While such arrangements, which
VHUYH WR GH¿QH VWDQGDUGV RU KDUPRQLVH
approaches within the company, may
not have a legal status, they nonetheless
have important practical and political

implications for the activities and room
for manoeuvre of employee representatives and trade unions at the local or
national level. The procedures, measXUHV RU EHQH¿WV DJUHHG WUDQVQDWLRQDOO\
between the EWC and central management may well confront local unions or
employee representatives with a ‘deal
concluded’ that they are powerless to
LQÀXHQFHZKHWKHUOHJDOO\RUSROLWLFDOO\
That such regulatory impulses
should operate in a top-down direction
is evidence of the fact that there is obviously a need to harmonise company policy and employee representatives’ strategies on a growing range of issues. This
phenomenon deserves close attention by
trade unions, since its potential impact
on collective bargaining and interest representation at the local level should not
be underestimated.
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Heed the warnings,
take responsibility
This chapter has taken a closer look at
the dramatic impact of, and responses
to, labour law reforms introduced under
the European austerity regime. The
analysis of strikes in Europe reveals
that, even when seen across a span of
two decades, the propensity to worker
mobilisation has retained its basic patterns. Turning to the company level, the
chapter has examined the contribution
of EU legislation and practice towards
a growing europeanisation of companylevel workers’ participation.
In the climate of anxiety caused by
the crisis, the deregulation of labour law
has been cast as inevitable – and yet the
unprecedented depth and scale of the
reforms across Europe suggest a degree
of opportunism at work as well. What we
are witnessing is a forced convergence
towards deregulation of labour markets
across the EU.
Two aspects deserve critical attenWLRQ 7KH ¿UVW LV WKDW WKH UHIRUPV DUH
being foisted upon the member states
with little or no regard for a (European
or national) democratic underpinning
for the reform process itself. The coercive strategy pursued by the EU, the ECB
and the IMF is particularly worrying:
even where they have no policy-making
authority, these institutions have ruthlessly made aid dependent upon the
IXO¿OPHQW RI WKHLU GHPDQGV ± WKHUHE\
indirectly wielding regulatory authority where none has ever been granted.
They have obviously overstepped their
mark. Indeed, in some cases it is doubtful whether some of these rules and
contracts are compatible with European Directives, in particular those on
¿[HGWHUP DQG SDUWWLPH ZRUN ,Q WKLV
respect, it is particularly heartening to
see trade unions pursuing a new strategy to defend workers’ rights by going
to court to force member states to abide
by the commitments they have made to
uphold international labour standards,
for example.
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Secondly, the insistence upon a
VWDUNRQHVL]H¿WVDOOVWUDWHJ\RIGHUHJXODWLRQ DQG ÀH[LELOLVDWLRQ ZKLFK SXWV
workers’ rights under such severe pressure, undermines the acceptance of
Europe’s economic and political integraWLRQ 6XFK ÀH[LELOLVDWLRQ HURGHV ZRUNers’ security at a time when they need
it most. Measures which make working time longer and even more erratic,
which erode protective rules on atypical
work and collective redundancies, and
which change industrial relations structures and processes, cut to the very root
of labour security and workers’ rights.
Furthermore, such reforms exacerbate
the position of vulnerable or precarious
workers in particular.
Warnings against this austerity
course are getting louder. The warnings take many different forms: they are
expressed in the decisions of various
international, European, and national
legal institutions; they are the root cause
of growing nervousness in national elections across Europe; and, lastly, they can
clearly be heard on the streets and in the
workplace.
It is clear that the austerity policies and the lack of genuine democratic
SDUWLFLSDWLRQ DUH DGGLQJ IXHO WR WKH ¿UH
of disillusionment about European integration among the general public. The
more Europe’s citizens feel they are
being squeezed, the greater is the threat
to the European project as such.
The impact of ‘Europe’ on the
company level looks slightly less bleak.
Social progress and important steps
towards the development of genuinely
European workers’ voice in companies
have been achieved – but only thanks
to minimum standards laid down in
European legislation and the pioneering spirit of the actors involved. Overall, however, problematic variation in
the standards actually implemented
remains. The SE Directive, originally
established with the aim of creating a
single European company law standard, in effect serves not only to cement
existing diversity but has also increased
heterogeneity both between as well as
within member states; more worryingly,
the application of the SE legislation has
actually opened the door to erode or

bypass national standards entirely. We
are thus a long way away from a transparent and uniform European system
of information, consultation and boardlevel worker representation which is
regulated by minimum standards set
by law, rather than being open to negotiation. While the Recast EWC Directive has closed some of its predecessor’s
more damaging loopholes, the SE Directive still lags behind, and new legislative
proposals threaten to lead to even more
fragmentation.
What is more promising however, has been the actual experience
of employee representatives and trade
unions. Responding to a compelling
process of europeanisation within companies, they have taken up the instruments available to them and pushed for
the development of credible European
institutions of industrial democracy. The
steady increase in the establishment of
new EWCs and the continuous improvement in the content of the agreements
themselves testify to this. The convergence of the rights and obligations at
company level around the standards
ZKLFK DUH GH¿QHG LQ WKH IDOOEDFN SURYLsions of the EWC and SE legislation, however, makes it very clear that robust minimum standards are essential. Workers’
rights must be enshrined in, and secured
by, law. This is an enormous responsibility resting on the shoulders of European
policy-makers. The more recent development of EWCs engaging in cross-border
negotiations and reaching informal
arrangements with central management
in a legal vacuum calls for vigilance, however. Insofar as such developments have
an impact – whether intended or not –
on local bargaining rights, they must be
governed by a system which ensures that
the relevant actors and bargaining parties are able to play their democratically
legitimated roles.
The EU Commission, the ECB
and the IMF would do well to re-think
their strategy. The need now is for clearsighted strategies for growth, rather
than ruthless austerity. What is required
of these institutions is a resolute shouldering of their responsibility to achieve a
Europe which meets the needs and concerns of its citizens.
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